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ORDERS OF REFERENCE

THURSDAY, April 24, 1952.

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

Ordered,—That the Annual Report of Trans-Canada Air Lines for the
year ended December 31, 1951, tabled on March 24, 1952, the Auditor’s
Report to Parliament for the year ended December 31, 1951, in respect of
Trans-Canada Air Lines, tabled on April 2, 1952, and also the Operating
Budget and Capital Budget for the calendar year 1952 in respect of Trans-
Canada Air Lines, tabled earlier this day, be referred to the said Committee.

Ordered,—That the Annual Reports for 1951 of the Canadian National
Railways, the Canadian National (West Indies) Steamships, Limited, the
Canadian National Railways Securities Trust, and Auditor’s Report to Parlia-
ment in respect to the Canadian National Railway System and the Canadian
National (West Indies) Steamships, Limited, tabled on April 3, 1952, and the
budget of the Canadian National Railways and Canadian National (West
Indies) Steamships, Limited, for 1952, tabled on April 21, 1952, be referred to
the said Committee, together with the following items of estimates for 1952-53:
Vote 485—Prince Edward Island Car Ferry and Terminals—Deficit

Vote 486—Canadian National (West Indies) Steamships, Limited—Deficit

Vote 493—Maritime Freight Rates Act—payment of 20% reduction in tariff
of tolls to Canadian National Railway and other Railways operating
in territory fixed by the Act.

And that the Resolution passed by the House on March 19, 1952, referring
certain estimates to the Committee of Supply, be rescinded insofar as the said
Resolution relates to Votes Nos. 485, 486 and 493.

Monpay, April 28, 1952.

Ordered,—That the quorum of the said Committee be reduced from
thirteen to eight Members.

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

Ordered,—That the said Committee be empowered to print, from day to
day, 1000 copies in English and 200 copies in French of its minutes of pro-

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

Attest. LEON J. RAYMOND,
Clerk of the House.
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2 SESSIONAL COMMITTEE

REPORT TO THE HOUSE
Monpay, April 28, 1952.

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 redommends: ¢
1. That its quorum be reduced from thirteen to eight members.

2. That it be granted permission to sit while the House is sitting.

3. That it be empowered to print, from day to day, 1000 copies in
English and 200 copies in French of its minutes of proceedings and
evidence, and that Standing Order 64 be suspended in relation
thereto.

All of which is respectfully submitted.

HUGHES CLEAVER,
Chairman
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MINUTES OF PROCEEDINGS
MonbpAY, April 28, 1952.

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

 Members present: Messrs. Benidickson, Carter, Cleaver, Fulton, George,
Gillis, Helme, James, Macdonald (Edmonton, East), Macdonnell (Greenwood),
McCulloch, McLure, Mott, Mutch, Pouliot.

In attendance: The Hon. L. Chevrier, Minister of Transport; and Mr.
Donald Gordon, Chairman and President; Mr. S. F. Dingle, Vice-president
(Operations) ; Mr. T. V. Gracey, Comptroller; Mr. T. H. Cooper, Vice-president
(Accounting); all of the Canadian National Railways.

The Clerk of the Committee invited nominations for the election of a
chairman. ;

Mr. Macdonald (Edmonton East) moved, seconded by Mr. Mott, that Mr
Cleaver be elected chairman.

The question being put, Mr. Cleaver was unanimously elected and took
the chair.

On motion of Mr. Macdonnell (Greenwood), T

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

On motion of Mr. Macdonald (Edmonton East),

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

On motion of Mr. McLure,

Resolved,—That the Committee recommend to the House that it be
empowered to print, from day to day, 1,000 copies in English and 200 copies
in French of its minutes of proceedings and evidence.

On motion of Mr. Fulton,

Resolved,—That Mr. McCulloch be appointed Vice-Chairman of the
Committee.

The Committee then commenced a study of the annual report of the

Canadian National Railways (1951).

Mr. Donald Gordon was called and read an introductory statement to
the annual report of the Canadian National Railways ( 1951).

On motion of Mr. Fulton,

Resolved,—That the reading of the annual report by Mr. Gordon be

dispensed with and that the said annual report be printed as part of today’s
evidence.

The Committee then commenced a detailed study of the annual report.

After some discussion and several questions being directed to Mr. Gordon,
the Committee agreed to rescind its previous decision and have Mr. Gordon
read the annual report.

Mr. Gordon proceeded with the reading of the annual report.

_The Committee then commenced a detailed study of the annual report,
during which questions were directed to the Hon. Mr. Chevrier and MTr.
Gordon. Mr. Gordon was assisted by Mr. Cooper, Mr. Gracey and Mr. Dingle.

At 1.00 o’clock p.m. the examination of Mr. Gordon still continuing the
Committee adjourned to meet again at the call of the Chair.

3



4 SESSIONAL COMMITTEE
AFTERNOON SITTING

The Committee resumed at 4.20 o’clock p.m. Mr. Cleaver, Chairman, presided.

Members present: Messrs. Carter, Fulton, George, Gillis, Helme, Knight,
Macdonald (Edmonton East), Macdonnell (Greenwood), McCulloch, McLure,
Mott, Pouliot. ’

In attendance: Same as indicated for the morning sitting.

The examination of Mr. Gordon was continued.

At 4.55 o’clock p.m. the Division bells having rung, the Committee
adjourned to attend the Division.

The Committee resumed at 5.20 o’clock p.m. Mr, Cleaver, Chairman,
presided.

Members present: Messrs. Benidickson, Carter, Fulton, George, Gillis,
Helme, James, Knight, Macdonald (Edmonton East), Macdonnell (Greenwood),
McCulloch, McLure, Mott, Mutch, Picard, Pouliot.

The examination of Mr. Gordon was continued.

At 6.40 o’clock p.m., the examination of Mr. Gordon still continuing,

the Committee adjourned to meet again at 11.00 o’clock a.m. Tuesday, April
29, 1952.

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

0



EVIDENCE

April 28, 1952.
11:00 a.m. .

The CHAIRMAN: Thank you, gentlemen.

May I have a motion for the reduction of a quorum? I think that is in
order; a reduction from 13 to 8.

Moved by Mr. Macdonnell that the committee recommend to the House
that its quorum be reduced from 13 to 8 members.
Agreed. ,

Mr. MacDoNALD (Edmonton East) moves that the committee recommend
to the House that it be granted permission to sit while the House is sitting.
Carried.

Mr. McLure moves that the committee recommend to the House that it be
empowered to print, from day to day, 1,000 copies in English and 200 copies
in French of its Minutes of Proceedings and Evidence, and that standing order
of 64 be suspended in relation thereto. I might say, gentlemen, that this is a
.slight increase over our usual amount of printing, but the committee last year
ran short of printed copies of evidence.

Carried.

Moved by Mr. Fulton that Mr. McCulloch be appointed vice chairman of
the committee.

Carried.

Gentlemen, shall we now pass on to the annual report of the Canadian
National Railways?

Agreed. :
Mr. Gordon, we are pleased to have you back with us again.

Mr. DonaLp GorpoN, C.M.G., (President, Canadian National Railways):
Mr. Chairman and gentlemen, I think you will find the annual report for the
year 1951 is more comprehensive than anything that has appeared in the past.
In an endeavour to give an informative account of our stewardship, we have
tried to present the year’s activities as part of a continuing process against the
background of an economic environment in which the Canadian National as

Canada’s largest public utility is an indispensable servant of industry and a
partner in pioneering.

This year we have made use of a fold-over cover in order to give room for
a detailed map of the Canadian National system lines; and within the covers
you will find a number of photographic plates which also serve to illustrate the
range and scope of our system activities. Starting on page 2 there is a picture
gallery of the senior officers at railway headquarters, whose handsome features
are perhaps not as well known to the public as they should be. The opposite
page gives the customary listing of the board of directors and departmental
officers. The next two pages set forth the table of contents and the formal letter
of transmittal. The various headings in the text of the report have been set
down for your convenience and you will find that the narrative of the report is
divided into three major sections.—the review of financial results beginning on

5



6 SESSIONAL COMMITTEE

page 6; the review of operations beginnirig on page 12, dealing for the most
part with physical facts; and, finally, a section of general interest which begins
on page 17. You will see that the paragraphs within each of these sections have
been numbered so as to facilitate reference in the course of your examination
of this report. The balance sheet is conveniently located in the centre of the
report (pages 24 and 25) and is followed by the consolidated income account
and’ detailed statistics relating to our finances and operations generally.

With that, Mr. Chairman, I will begin by reading the letter of transmittal.

The CHAIRMAN: If I might interrupt for a moment, for the record, in addi-
tion to Mr. Gordon we have here this morning Mr. S. F. Dingle, vice president
in charge of operations; and Mr. T. H. Cooper, vice president in charge of the
accounting department; and Mr. T. J. Gracey, comptroller.

Mr. FurLton: Mr. Chairman, I am not sure that I speak for all members of

the committee and I do not want to arrogate to myself any right to. We are
impressed by the report. Although some of us may have reservations as to some

parts of it, or receive it with a varying degree of enthusiasm, I think that we

are all agreed that the company is to be congratulated on the success shown
for this year; and, in order to save Mr. Gordon’s voice, to save the time of the
officers of the company who are here and also to save the time of members of
the committee, may I move that the report itself be printed as it appears here
without Mr. Gordon being put to the trouble of actually reading it.

Mr. MutcH: I would like to second that motion.

Mr. Furton: However, if Mr. Gordon wants to read il

Mr. GorboN: I am entirely in your hands. I thought the reading of the
report would settle a number of questions which might be asked.

Mr. MutcH: That has been the usual procedure, as I recall it.

Mr. FurtoN: Then, I withdraw my motion.

The CHAIRMAN: Mr. Fulton moves, seconded by Mr. McLure, that the report
be taken as read and printed in our proceedings.

Agreed.

Our practice is to take up the letter first. Are there any questions on
the letter to the minister?

Carried.

Now, turning to the report.

1. Review of financial results. Are there any questions on that paragraph?
Then we turn to operating revenues (paragraph 2) on page 6.

Mr. MotT: How would it be, Mr. Chairman, if we go through this—are you
going to go through it page by page ? If so, Mr. Gordon might give us any
highlights he has in mind and in that way explain them to us.

The CHAIRMAN: Are there any questions with regard to operating revenues?

Mr. MAcDONNELL: There is one question which occurs to me there—it may

- be fully covered here—but I wonder if Mr. Gordon could explain the increase
in freight resulting operating picture. It appears to me desirable to know the
facts in this report.

The CHAIRMAN: Would it be satisfactory to the committee if we take
operating revenues and operating expenses together and bring them in full
discussion, Mr. Macdonnell, on the point which you have raised?

Mr. GorponN: Perhaps I could summarize that point. Increased revenues
during the year were $27,050,000, arising from increased freight rates, as such.
That is for freight only. Then, passenger and other services, $2,681,000; a total
of $180,000 arising out of the communications department generally—$29,881,000
all told for increased rates of various kinds.

Dl B pas i



RAILWAYS AND SHIPPING 7

The CHAIRMAN: And is the balance of $71 million odd increase in total
made up of increased traffic?

Mr. Gorpbon: It would be increased volume of traffic as dlStht from rates,
yes.

Mr. Pourtor: Before we go further, Mr. Gordon, I notice that the record
of operating revenues for 1951 over 1950 was only 13 per cent, and that the
increase of operating expenses was 17-4 per cent.

Mr. Gorpon: That is correct.

Mr. PouLior: Which means that the increase of expenses there was 4-4
per cent more than the year before?

Mr. Gorpon: Yes.

Mr. Pourior: Is that due to increases i.n salary?

Mr. GorpoN: You will find that for the most part in our breakdown of
expenses—that total increase, as you pointed out—actual operating expenses
rose by 17-4 per cent while our revenue rose roughly 13 per cent.

Mr. PourioT: Yes.

Mr. GorboN: For the most part that increase is due to higher wages.

Mr. Pourtor: Yes, and therefore the increase in revenue did not cover
the increase in expenses.

Mr. Gorpon: That is correct.

Mr. PouLior: On account of that.

Mr. GorpoN: That is correct. We have stated specifically in the report—
we have pointed out, on page 9—that the increased revenues described there
were more than offset by the higher operating expenses of 17-4 per cent;
but the major part of that, as I said, is due to wage increases; and, also, there
were, of course, general increases in the prices of building materials, supphes
and so on; but the major part is represented by wages.

Mr. Pouriotr: Therefore, it was in part due to higher salaries and they
would have to increase revenues by increasing freight operations.

Mr. Gorbpon: Yes, generally speaking our expenses were $15 million h16her
than the amount of revenue that we took in.

The CHAIRMAN: Have you a breakdown, Mr. Gordon, of the amount by
yvhich the operating expenses were increased resulting from the $41 million
increase in volume of traffic?

Mr. GorponN: Perhaps, Mr. Chairman, if you will permit me, I will give
you a breakdown—an explanation of the principal increases in expenses.

Mr. MAacpoNNELL: Before you do that, Mr. Gordon, I would like to ask you
this: I would like to get the net final operating results for 1950 and 1951.

Mr. GorpoN: That is on page 6, I think you will find it there.

Mr. MAcDONNELL: All right, thank you.

Mr. GOrDON: You will note it in the detail there right at the beginning.
That is our net operating report; and it shows, for 1950, $59,834,502; as against
$44,683,899 in 1951; and our expenses in 1951—to answer the previous ques-
tion—our expenses in 1951 were $86,152,000 higher than in 1950—and I will
just summarize the reason for that increase; there were $23,534,000 which
we call a pure wage increase representing money paid out in pay rolls. There
is $10,332,000, represented by the additional cost of the forty hour week which
was in effect only part of the year; there is $21,181,000 represented by addi-

tional labour; and there is $12,325,000 represented by this increased price
of materials.

Mr. MacpoNNELL: Have you those figures in the report, the ones you are
reading from?
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Mr. GorboN: They would not be in the report; no, this is a breakdown
of those figures.

Mr. PourioT: One of the figures was in the report.
Mr. GorboN: Yes, the main figures are in the report, this shows it in more

- detail.

Mr. PourioT: Yes.

Mr. GornoN: The statistical detail you will find at the end of the report
on the pages starting from page 42. You will find also starting at page 26 the
details of the consolidated income account, operating revenue and operating
expenses—most of these headings you will find under the particular items
which you might be interested in.

Mr. PouLioT: And supplementing that you are reading more detailed
figures.

Mr. Gorpon: Yes. And that is the amount of work we had to do, yes; not
so much the amount of work we had to do but more in terms of net result.

Mr. PouLioT: Yes, and in terms of encouragement.

Mr. GorpoN: Yes, the customary accounts for the services we run.

The CHAIRMAN: Mr. Gordon, would you complete the breakdown that
you started to give us; you had given us the increased cost of materials—

Mr. GorpoN: There was $9 million credit for deferred maintenance of 1950
and which did not appear in 1951; and then there are a number of sundry items
here which coud be summarized more or less as building materials, miscella-
neous, totalling up to about $8 million in the form of snow removal, maintenance
of way, maintenance of equipment, transportation, and so forth. It could
be pretty well summarized at about $9 million

The CHAIRMAN: Mr. Gordon, could you give us a further breakdown of
the $21 million for additional labour, as to how much of that additional
labour was caused through the forty hour week, and how much was caused
through additional volume of business?

Mr. GOrRDON: We tried to separate the forty hour week and in this par-
ticular table showing $10,332,000; we tried to take that out so that the amount
chargeable to the forty hour week could be distinguished from the additional
labour which was necessary to take care of the additional volume, Mr. Chairman.

The CHAIRMAN: All I wanted was to make sure of that.

Mr. MACDONNELL: There was $21 million for additional labour.

The CHAIRMAN: Yes, but it was related to increased volume.

Mr. MACDONNELL: As against a total labour bill of how much?

Mr. GorpoN: You will find on page 29 a statement showing the “operating
expenses and total payroll”; and under the heading of 1951 the total payroll
was $381,654,000. That is the second figure below there. It might be interest-
ing to point out in regard to the payroll, that of our operating dollar—if you
will turn to page 11—it is not numbered—you will find there a breakdown of
our various items of expenses, and you will find that, of the revenue dollar,
56 cents went to payrolls.

Mr. GiLLis: Mr. Gordon, does that item of $381,654,000 represent adminis-
trative staffs also?

Mr. Gorpon: It includes everything; it is the total payroll of the railway.

Mr. FuLToN: Mr. Chairman, might I make a suggestion? This paragraph
(1) “review of financial results” is in very general form. I think it covers about
everything: whereas the various items are covered more specifically either in
separate paragraphs of the report or in the detailed tables at pages 26 and 27.

The CHAIRMAN: Yes.
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Mr. FuLton: So I wonder if it would save us from chopping through the
report if we went on with paragraph (2)? I thing the questions being asked
would actually all be directed to specific paragraphs, and would perhaps more
properly come under the specific paragraphs later on in the report, so that we
would be having some duplication if we asked everything at this point.

The CHAIRMAN: I think you are quite right, Mr. Fulton, but I also think
it is helpful to the understanding in a general way of the report for Mr. Mac-
donnell to pursue his general questioning for a few minutes longer, to give us
the broad picture.

Mr. PouLioT: Both go together, as you have said so wisely, Mr. Chairman.

The CHAIRMAN: Mr. Gordon, am I correct? Mr. Gordon has suggested
that the committee would be better off if he should read his report.

Mr. Giouis: I think he should, too.

The CHAIRMAN: We all have had the reports on our desks.

Mr. GiLris: Yes, but most of us do not read them.

- Mr. MacpoNNELL: We have other things on our desks too.

Mr. Gorpon: I undertake to go through it as quickly as possible;,and I
think there are quite a number of questions which you will pick out which
would be answered automatically as we go through it.

Hon. Mr. CHEVRIER: Could we not ask Mr. Gordon to read paragraph 2, 3,
and 4, and then, if there are any questions, we could ask them at that time so
that we would not have to go through the whole report and then go over it
again?

The CBAIRMAN: That might be very good. Shall we try it?

Mr. Giuris: I think you had better let Mr. Gordon read his report and if

there are any questions, we can make notes of them and ask them later on.
I think that would be the better way.

The CHAaIRMAN: We shall take your advice on it, Mr. Gordon.

Mr. GorpoN: Thank you, Mr. Chairman. I shall start then with the letter
of transmittal on page 5, which reads as follows:

CANADIAN NATIONAL RAILWAYS

MoNTREAL March 10, 1952

The Honourable Lionel Chevrier, Q.C., M.P.,
Minister of Transport,

Ottawa.

Dear Sir:

On behalf of the Board of Directors, I submit herewith the Annual Report
of the Canadian National Railways for the year 1951.

In an endeavour to give a clear insight into the activities of the System,
the narrative of the Report has been broadened in scope and organized into
three main sections, dealing in turn with the financial results, the physical
performance and state of the property, and items of interest affecting trans-
portation generally and the Canadian National in particular.

It is a pleasure to record the appreciation of the Management for the loyal

and effective service rendered by officers and employees throughout the
Organization.

Yours truly,
D. GORDON.
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Now I turn to the “Review of Financial Results” and I call attention to
the table starting with paragraph 1; and then I begin to read again at para-
graph 2, “Operating Revenues”.

REVIEW OF FINANCIAL RESULTS

1. The results of the System’s operations for 1951 compared to 1950 are
given in the following summary table:

1951 - 1950
Operating revénues ..............ce.ou: $624,834,120 $553,831,581
Operating expenses ............ A 580,150,221 493,997,079
Net operating revenue ................. $ 44,683,899 $ 59,834,502
Taxes, equipment rents and other income
accounts ........... A A e )N 12,900,780 17,417,730
Available for payment of interest........ $ 31,783,119 ' $ 42,416,772
Interest on bonds held by the public..... 23,467,703 24,019,158
Available for payment of Government
anterest L it et e i e G e i $ 8,315,416 = $ 18,397,614
Government “INterest. 5. .o vioih e s ee vt o 23,347,412 21,658,849
Income defieil: b 0 ot $ 15,031,996 $ 3,261,235

The Consolidated Income Account appears on page 26.

OPERATING REVENUES

2. An all time peak in operating revenues was reached during 1951,
exceeding the record of the previous year by nearly 139%. The highest volume
of freight traffic in the history of the System was the most important factor
responsible for this outcome. Freight revenues rose by 11-99% to $498,800,344.

Volume of freight traffic

3. The total tonnage of freight handled on the System amounted to 89:6
million tons, or 10-19% more than in 1950. A better description of the physical
volume of work performed by the Railway is to be found in the record total
of 36-4 billion revenue net ton-miles carried on System lines. This was 13-9%
more than the 1950 quantity, partly because the tonnage was handled, on the
average, over longer distances. The average haul was 407 miles in 1951
compared to 393 miles in the preceding year.

4. The greatest tonnage increases were recorded in the relatively low-
rated traffic, notably grain and pulpwood. An exceptionally large increase in
grain tonnage resulted from a’ bountiful harvest coupled with the heavy
carry-over from the 1950-51 crop year. Pulpwood traffic increased by approx-
imately 3 million tons or 739%, as paper mills engaged in large scale
replenishment of stocks which had been drawn down for requirements in 1950.
Substantial increases were also registered in ores and concentrates, other mine
products, woodpulp, gravel, sand and stone, iron and steel, and miscellaneous
manufactures.

5. A significant decline in bituminous coal tonnage from the abnormal
levels of 1950 was in part attributable to a continued trend towards the sub-
stitution of fuel oil for industrial purposes. The only other major tonnage
decreases occurred in the case of crude oil and auto parts, the former reflecting
the diversion of traffic to pipelines, and the latter being attributable to reduced
production in auto plants served by Grand Trunk Western lines.

«
i
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Freight rates f

6. Reference was made in the Annual Report for 1950 to the application
filed with the Board of Transport Commissioners on December 21, 1950, by
the Railway Association of Canada, seeking authority for an immediate general
increase of 59% in freight rates, with provision for specific increases of 10c.
per ton on coal and coke. Hearings began on January 19, and on January 25
the Board reserved judgment.

7. Subsequently, on April 23rd, the Railway Association filed a-supple-
mentary application based on the increased operating expenses anticipated from
inauguration of the 5-day 40-hour week for non-operating employees on June
1st. This application sought authority for an additional general increase of
149, and amended the previous application in respect ‘of coal and coke rates
to 10¢, 15¢, and 20¢ per ton for rates up to $1.00, up to $2.00, and over $2.00
per ton respectively. As an alternative and having regard to the conclusions
of the Royal Commission on Transportation (1951) in the matter of horizontal
increases, the Railway Association proposed an increase of 15% with a list of
exceptions on certain basic commodities such as lumber, pulpwood, stone,
gravel, etc., for which maximum increases would be provided in some cases and
flat increases in others.

8. Taken together with the 59 application mentioned above, the total
increase applied for under the first alternative was 19.7% without exceptions,
other than coal and coke, and under the second alternative, 20-759 with
exceptions on a number of basic commodities.

9. Pursuant to these applications the Board, on July 4th, issued an Order
authorizing an interim increase of 129, with specific advances in the rates on
coal and coke of 10¢, 15¢, and 20¢ for rates up to $1.00, up to $2.00, and over
$2.00 respectively. These rate increases became effective on July 26th.

10. On October 29th a further application was made to the Board seeking
a 179% increase in substitution of the 149 previously applied for, or 189 in
place of the alternative 159 application. Under this amended application the
total increase sought was 22.859%, without exceptions, other than coal and coke,
or alternatively 23.99% with exceptions on certain commodities.

11. The Board’s decision in this latter case, issued on January 25th and
amended on February 4th, 1952, authorized (in lieu of the 129, interim increase
awarded on July 4th) an increase of 179% in class and commodity rates and
charges for ancillary services. In addition, confirmation was given to the
above mentioned graduated scale of increases on coal and coke; cordwood and
other wood for fuel purposes only was made subject to a maximum increase, and
rates on potatoes were restricted to an increase of 129,. The authority granted
under this Order was restricted to a period of time ending on August 31st, 1953,
this limitation being subject to such further direction as may be found neces-
sary by the Board. The increases granted by this decision were made effective
on February 11th, 1952.

12. In all of the foregoing awards no change was made in the statutory
Crowsnest Pass rates on grain or grain products originating in Western Canada.

13. In two successive Orders of the Board an interim increase ranging from
29% to 49, on international and related traffic, effective April 4th, was raised
to an’ increase ranging from 6% to 99 effective August 28th. These Orders
paralleled two decisions by the Interstate Commerce Commission on an appli-
cation by American raliroads for a 69 increase, which application was later
‘amended to 15%. In all of the foregoing cases there were certain exceptions
to the general rate increases. Both in Canada and the United States the latest
increases are subject to expiry on February 28th, 1953. Meanwhile, upon
petition from American railroads, further hearings by the Interstate Com-
merce Commission have been held and a decision is now pending.
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. 14. Despite the freight rate increases described in this section, unit revenues
for 1951 were 1.89% lower, on the average, than in 1950, the revenue per net
ton-mile having fallen to 1.369 cents. The explanation is to be found in the
changed composition of the traffic, the effect of rate increases having been
swamped by relatively large increases in the volume of low-rated traffic.

15. The General Freight Rates Investigation, ordered under Order-in-Coun-
cil P.C. 1487 of April 7, 1948, was continued during the year. This Investiga-
tion is in part concerned with the equalization of freight rates, a subject
which has been reported upon by the Royal Commission on Transportation.
A number of informal discussions were held throughout the year between the
Board of Transport Commissioners, Railway representatives, and other
interested parties, in addition to formal hearings in Ottawa on May 15th,
September 10th, and January 10th, 1952. Further hearings have been scheduled
by the Board for March 17th, 1952.

Passenger Traffic

16. Passenger revenues showed a 199 improvement over the previous year
as a consequence of increased patronage, chiefly attributable to the large move-
ment of immigrants and displaced persons into Canada. Increased tourist and
party travel, together with military movements, also contributed to the total
of 17.3 million passengers carried during the year. Total passenger miles rose
by 14.59% partly because of an increase in the average passenger journey from
84 to 93 miles.

17. A modest amount of additional revenues resulted from various small
increases in passenger fares. Certain increases in the minimum charges for
sleeping and parlour car accommodations were also brought into effect durmg
the year.

Express Traffic

18. Increased charges and a record number of express shipments con-
tributed in roughly the same proportions to an increase in express revenues of
almost 199%.

19. Increases were applied to special¥ long distance and package rates on
April 2, co-incident with a rise in parcel post rates, and on June 4 commodity
rates on fish were increased upon authorization by the Board of Transport
Commissioners.

20. The number of express shipments amounted to 23,154,755, representing
an increase of more than 59 over the previous year.

Communications Traffic

21. Substantially increased patronage in both commercial message and
private wire business was the principal cause of a 14% increase in gross
revenues of the Communications Department. A contributing factor was the
higher average revenue per message, in part reflecting an increase of approx-
imately 18% on Canadian traffic authorized by the Board of Transport Com-
missioners and made effective on November 1.

OPERATING EXPENSES

22. The increased revenues described above were more than offset by higher
operating expenses, which rose by 17.4% to a new peak. Higher wage rates
were the most significant element in increased costs. Greater expenditures for
maintenance and transportation incidental to the higher volume of business,
together with increased prices of materials were important contributing factors.

i
)
]




= Ca L' 3 ok Sdad

RAILWAYS AND SHIPPING 13

- Employee Compensation

23. Increased compensation on both Canadian and American lines of the
System resulted in an increase of $33.9 million in operating expenses during
1951. The major change was an increase of 20% in the hourly wage rates of
non-operating employees, consequent upon the introduction, on June 1, of a
5-day 40-hour week with maintenance of take-home pay. This was part of the
final settlement determined by the award of Mr. Justice R. L. Kellock in the
dispute with non-operating employees, as described in the annual report for
1950.

24. Increased compensation was also provided for in wage settlements
reached during March with operating employees on steam lines in Canada, and
with non-operating employees on System lines in the United ‘States. Other
agreements were negotiated during the year with various smaller groups of
employees. ;

Prices

25. The prices of all railway materials, as measured by a composite index
based on 1936-38=100, rose by 9.7% during 1951, bringing the index to 220.5.

26. It is estimated that price increases added $12.3 million to operating
expenses during the year. Had year-end prices been in effect throughout 1951
this sum would have been increased by approximately $5,000,000.

OTHER INCOME ACCOUNTS

27. The net debit arising from this group of accounts was reduced by $4.5
million. Part of the reduction was accounted for by the payment in 1950 of a
premium amounting to $958,000 on bonds called for redemption, for which there
was no corresponding expense in 1951.

28. Amounts totalling $2,488,000, credited to income account, were derived
from the sale of land to Abitibi Power and Paper Company, and the sale of the

Rail and River Coal Company property, as described under ‘“Property Invest-
. ment Account”.

29. As a result of the appreciation of the Canadian dollar during the year

the cost of exchange on the purchase of United States funds was $612,000
lower than in 1950.

Hotel Operations

30. New peaks in both the gross revenues and operating expenses of nine
Canadian National hotels and three summer resorts were recorded during the
year. Net operating income was $588.485 compared to $565,853 in 1950.

31. Gross revenues, amounting to $9,249,902, showed an increase of
5 per cent attributable to increases in room rates and meal prices at the nine
year-round hotels, and to a modest increase in patronage of summer resorts. The

number of guests accommodated at year-round - hotels declined slightly to
667,943.

32. Operating expenses increased by 5 per cent to $8,661,417 due to charges
for futher replacements and retirements of facilities, higher prices for materials
and supplies, and the cost over a full year of the 4c wage award to hotel
employees on August 31st, 1950.

Property Investment Account

33. As shown on page 32, expenditures on additions and betterments, less
the book value of property retired, amounted to $85,778,826, of which
$57,183,076 represented net expenditures on equipment.
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34. A description of the equipment acquired during 1951 will be found
on the top of page 42, which also shows an inventory of equipment at th
year-end. '

35. Major improvements to road property are dealt with under appropriate
heading later in this Report.

36. New construction and improvements in System Hotels were advanced
during 1951. The floors of the new fifteen-storey wing of the Macdonald Hotel
in Edmonton were completed and the building closed in up to the fourteenth
storey by the end of the year. At St. John’s, the rehabilitation and modern-
ization of the Newfoundland Hotel made considerable progress and is expected
to be completed in 1952.

37. Important property acquisitions during the year included the purchase
of two small railway lines. The properties of the Quebec Railway, Light and
Power Company were acquired in order to integrate rail operations between
Quebec City and Nairn’s Falls on the north shore of the St. Lawrence River.
The electric lines of this Company extended for a distance of 25 miles from
Quebec City to St. Joachim, making connections at the latter point with
Canadian National lines terminating at Nairn’s Falls. The New London Northern
Railroad Company was acquired in order to effect a saving in rentals and taxes
to which the Central Vermont Railway, a subsidiary of the Canadian National,
was obligated by virtue of a 99-year lease. This line comprises 121 miles of
main line between Brattleboro, Vermont, and New London, Connecticut.

38. A general office building was purchased in Detroit for the accom-
modation of Grand Trunk Western Railroad staffs hitherto occupying rented
premises.

39. Major property retirements involved the sale of land and coal
properties. The assets of the Rail and River Coal Company, located at Bellaire,
Ohio, were sold following a careful study which established that ownership
no longer afforded any special advantage to the Railway. Some 633,000 acres
of land grant lands adjacent to the railway line between Fort William and
Sioux Lookout, Ontario, were sold during the year to the Abitibi Power and
Paper Company Limited. These lands were previously under a long term lease
which conveyed timber cutting rights to the Paper Company. The sale price
was $1,600,000 with a reservation of such of the lands as may be required for
further use by the Railway.

40. The following rail lines were abandoned under authority of the Board
of Transport Commissioners and the Interstate Commerce Commission:

Distance
Port Hope to Millbrook, Ontario ............ 16:6 Miles
Cass City t6. Bad .Axe, Michigan ....... .. 524 183 Miles

Financing

41. On January 15th, 1951, a $13,500,000 issue of 23 per cent Ten Year
Serial Equipment Trust Certificates, maturing in twenty semi-annual instal-
ments, was sold at a cost of 2-95 per cent. The issue provides approximately
75 per cent of the cost of the new equipment covered by this Trust agreement.

42. $48,022,000 of 4% per cent Bonds payable at the holder’s option in
Sterling, Canadian or United States funds, outstanding in the hands of the
public, matured on September 1st, 1951, and funds for this redemption were
borrowed from the Government of Canada.
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43. The net increase in borrowed capital, as shown on Page 36, amounted
to $73,893,054. The balance of financial requirements were obtained from
depreciation reserves.

OPERATING PERFORMANCE

1. Improvements in efficiency due to technological advances, though grad-
ual and often masked by random factors, can be traced in the record of operat-
ing performance over a reasonably long period of time.

2. The year 1951 was a record year of industrial activity and rail traffic,
and it is appropriate to compare it, in respect of the units in operating perform-
ance, with the year 1928, since this was the peak traffic year of the inter-war
period.

3. During this interval of time striking improvements have been recorded
in the utilization, capacity, and unit output of the Railway’s equipment. The
mileage obtained per serviceable freight car day increased from 32:6 to 45,
and the daily mileage of serviceable freight locomotives rose from 107 to 152.
The average carload increased from 25-2 to 29-9 tons, while the average
freight train increased from 1409 to 1749 tons. Average freight train speed
rose from 13-1 to 16-1 miles per hour, and gross-ton miles per train hour—a
highly significant composite measure of performance—increased from 18,500
to 28,100. For comparative purposes these figures exclude the Newfoundland
District.

4. The overall comparison shows that in quantity the Canadian National
has furnished 58% more freight transportation with 129, fewer locomotives
and 12-49, fewer freight cars, and in terms of quality the average speed has
been raised by 239%. This improvement was accompanied by a significant
decline in fuel consumption, and the use of relatively less manpower.

TECHNOLOGICAL IMPROVEMENTS

Motive Power

5. In terms of equipment the diesel locomotive continues to offer the most
promising field for improved efficiency. Following the completion of a com-
prehensive study, approval in principle has been given to a five-year pro-
gramme of partial dieselization directed towards those freight, passenger, and
yard services where relatively intensive utilization of locomotives can be
obtained, and advantage taken of the greater availability and lower operating
costs of this type of power. This programme will involve large capital expen-
ditures, and can only be justified by the substantial economies made possible
not only in train operations but also through the rearrangement of servicing
and repair facilities.

6. The Canadian National was the first railway in North America to experi-
ment with diesel-electric locomotives. During 1951 the addition of 103 diesel
units, including 39 switchers and 10 road switchers, brought to 280 the total
units in service at the year-end, at which time approximately 17% of all
through freight traffic on the System was being hauled by diesels. A modest
inerease in this type of power will be made in 1952 but more servicing facili-
ties must be provided before additions can be substantial. Meanwhile a train-
ing programme for personnel who will be engaged in operating and maintain-
ing diesel locomotives has been organized and is in active operation.

56818—2
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7. Developments in the field of the gas turbine locomotive continue to be
watched with interest. Some progress has been made with the oil-fired gas
turbine in the United States and Europe, where a few units are being tested
in service. Coal-fired gas turbines are still the subject of considerable experi-
mentation in the United States and Canada, though no locomotive is yet in
operation. Tests are being conducted at McGill University in this field, and
have been followed with particular interest by the Company’s technical
officers, who have lent assistance wherever possible.

8. Developments in other types of motive power, such as the dlesel mech-
anical-drive locomotive, are also being carefully observed.-

9. The programme of converting steam locomotives on the Western Region
from coal to oil-burning was deferred during the year because of some uncer-
tainty respecting future supplies of bunker “C” oil. The supply position hav-
ing been made secure, it is expected that 42 locomotives will be converted
to oil-burning in 1952.

Freight Equipment

10. Consideration is being given to the use of light-weight metals in the
construction of freight cars. An aluminum-sheeted box car and an aluminum
hopper car were obtained on loan for test purposes, and experience with the
the latter unit has led to the purchase of 5 aluminum hopper cars to permit
of more extensive tests in actual service.

11. Continued study is being made of the various components and materials
used in freight equipment with a view to achieving economies through greater
durability, lighter weight and reduced maintenance expense consistent with
safety in operation.

Passenger Equipment.

12. Substantial progress was made during the year in a continuing pro-
gramme of reconditioning passenger equipment. The major part of the work
consisted of air-conditioning 22 coaches, converting 14 units to combination
passenger-baggage cars, and the modernization of 12 sleepers, 5 parlour cars
and 3 other units of passenger equipment.

13. Further study was made of the possibilities of diesel railcars for use
in short passenger runs where traffic is relatively light. Tests were conducted
with a new streamlined stainless steel unit of American design, and useful data
on performance was obtained under varying conditions of operation. These units
though capable of combination into short trains, are not designed to haul trailer
coaches. Diesel railcars with matching trailers have been in use on the System
for over 25 years; during 1951 one set of this equipment was completely moder-
nized and its performance in actual service will determine policy with respect
to future conversions. Delivery of 6 new light-weight electric cars and 12
matching trailers for suburban services through the Mount Royal Tunnel was
originally scheduled for the summer of 1951 but is not now expected until
mid-summer of 1952.

Signalling and Track Equipment.

14. Installations of Centralized Traffic Control signals on two strategic
sections of main line were proceeded with during the year. On the 148 miles
of line between Foleyet and Hornepayne, Ontario, where 4 transcontinental
passenger trains and as many as 21 other passenger and freight trains meet

-



RAILWAYS AND SHIPPING i 4
and pass daily, installation was completed and the equipment placed in service
late in the year. On the Holly Subdivision, an important 35-mile link between
double track lines at Pontiac and Durand, Michigan, installation of this modern
signalling equipment was advanced to approximately 70% of completion.

15. Work was continued during the year on a long term programme which
will eventually provide automatic block signals on the 512 miles of main line
from Jasper, Alberta, to Port Mann, B.C., the operating terminal serving Van-
couver. Installation was completed on the 43 miles of line between Jasper and
Red Pass Jet., B.C., bringing the total to 159 miles of automatic signals in service
in this area at the end of the year.

16. The mechanization of track maintenance was advanced by the purchase
of 5 mobile, multiple-unit power tie tampers and a considerable number of
smaller power tools for use by section forces. A saving of both time and
expense was achieved by the rental of 2 mobile ballast cleaners, which were
employed in cleaning 310 miles of high speed rock ballasted track between
Montreal and Chicago.

Communications.

17. During the year a programme aimed at achieving a 60% increase in
carrier channel mileage was launched in order to adjust capacity to the steadily
rising trend of demand. Because of serious delays in equipment deliveries, only
about 15% of the programme was completed by the year-end.

18. A three-year programme of modernizing equipment assigned to the
Canadian Broadcasting Corporation programme network service was completed
to the extent of 659%. Plans were also developed during the year to modernize
the internal telegraph and telephone system of the Canadian National Railways.

19. New operating methods and techniques were examine_d with a view
to achieving greater efficiency, and plans were studied for the more extensive
use of mechanized equipment.

Other Research.

20. The improvement of specifications, the testing of material supplied to
the Company, and the development of improved control techniques in the use
of fuel and other materials continued to receive the attention of the Railway’s
technical officers. Among the projects undertaken by the Research and Develop-
ment Department during the year were experiments aimed at effecting a better
utilization of coal in steam locomotives, the development of a rust inhibitor to
control brine corrosion, and improvement of journal lubrication.

21. Further investigation has been conducted into the problems associated
with mechanical refrigeration, and an experimental installation in a freight
refrigerator car'will be made in the near future. The development of a new
type of air-conditioning, lighting and heating equipment for passenger cars is
proceeding in conjunction with an English engineering firm.

22. In co-operation with the Canadian Pacific Railway standard specifica--
tions were drawn up for automobile, flat, gondola, and hopper cars, and in
addition agreement was reached on various structural details of passenger
cars. This measure of standardization will prove beneficial both to the:
manufacturers and the Railways.

56818—23%
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CONDITION OF THE PROPERTY

23. An intensive shopping and repair program was concentrated on loco-
motives and freight cars during the year and resulted in substantial improve-
ments in the percentage of serviceability of this equipment. A slight increase
was registered in the serviceability of passenger car equipment.

24. The acquisition of 5,000 box cars during 1951, partly offset by the
retirement of 1,274 old cars, was of considerable assistance in meeting an
unprecedented volume of traffic particularly during and after the harvesting
of the western grain crop. Generally speaking, in respect of other freight
car equipment the underlying condition of shortage remains. The situation
should, however, improve progressively as deliveries are made during 1952
and 1953 of the equipment for which orders are outstanding or anticipated.

25. No new passenger-carrying cars were added to the inventory of equip-
ment during 1951. The continuing steel shortage and econgestion of production
schedules, arising out of industrial requirements essential to defence pre-
paredness, are likely to defer until at least 1953 the delivery of new equipment,
and in consequence heavy pressure on the available supply of the newer types
of cars can be expected during seasonal travel peaks.

26. The state of maintenance of the road bed, track and structures can
be described as generally satisfactory, but in some instances does not measure
up to the standards planned at the start of the year. This situation can be
attributed to shortages and slow deliveries of materials, notably steel products,
and to the strain imposed, during a period when labour was relatively scarce,
by the necessity for recruiting and training the additional workers required
by the introduction of a 5-day 40-hour week on June 1. Considering the
arrears of maintenance and the backlog of necessary improvements which
still persist from the war period, the effect on the property is significant. An
intensive survey, reaching down to divisional level, is currently under way
with a view to assessing as accurately as possible the extent and degree of
deferred maintenance.

Terminal facilities

27. The high volume of traffic and intensive industrial development, which
have characterized the expansion of the Canadian economy, have resulted
in serious congestion in many of the Company’s terminal and yard facilities at
major centres. This problem, which is compounded of obsolete layout and
inadequate capacity, has been receiving systematic and comprehensive study
with a view to making such improvements, both in facilities and operating
methods, as will provide a measure of immediate relief during the period
which must intervene before long term remedies can begin to take effect.
Encouraging progress was made in this direction during 1951.

28. A number of terminal projects in hand at the beginning of the year
were progressed as rapidly as supply conditions permitted. In the Bonaventure
freight terminals a four-storey office building, a short extension to the inbound
shed, and the shed office building were approximately three-quarters com-
pleted at the year-end. Continued progress was made on the rearranging
of the track structure in the Central Station area, a phase of the Montreal
Terminal Development Plan, and work is expected to be finished by the end
of 1952. At Point St. Charles shops in Montreal, the new paint shop was
approximately 70% finished and track alterations were completed in prepara-
tion for the construction of a new diesel shop extension. The rearrangement
of tracks and enlargement of Mimico yards in Toronto Terminals was brought
close to completion during the year.
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29. A special problem is presented by congestion in the Montreal terminal
raea, which not only serves a heavy concentration of industry but is also a
focal point for through freight traffic to and from the Maritime Provinces and
the United States. Turcot yards, the main facility, are hemmed in near the
centre of the city, and as a practical matter it is not possible to expand capacity
sufficiently to accommodate the steadily growing volume of traffic. Long range
plans have, therefore, been formulated for the construction of a modern hump
yard in the Cote de Liesse area to be used for the marshalling of trains.
Meanwhile, as a necessary interim measure, work has been proceeding on
a program of track extensions in Turcot yards, which facility will eventually.
be required as a storage and supporting yard.

GENERAL
THE ECONOMIC ENVIRONMENT }

1. The year 1951 carried forward in record breaking measure the process
of growth and development by which Canada has begun to evolve into a
more diversified and better balanced economy with a broad industrial structure
giving promise of support to a larger internal market. While the rapid delevop-
ment of mineral and forestry resources has been most noticeable, there has also
been substantial expansion of secondary and manufacturing industries. Mean-
while the steady growth of the world’s population has underscored the
importance of Canada’s farm and fishery resources.

2. Typical of development in the mining industry have been the extensive
and continuing discoveries of iron ore in Ontario, Quebec, and Labrador, and
of petroleum and natural gas in the Prairie Provinces and British Columbia.
Far from being a deficiency country in these basic materials, Canada bids fair
shortly to become one of the world’s major sources of supply. The development
of new processing industries is illustrated by the actual or planned construction
of plants. for the treatment of titanium, nickel, zinc and sulphur. Further
evidence of the trend toward industrial maturity is seen in the manufacture
of textile synthetics, industrial chemicals including petro-chemical products,
and a range of steel products some of which have never before been produced
in Canada.

3. The quickening pace of resource development, accompanied by a growing
population, has led to the achievement of a new record in national output.
The Gross National Product in 1951, adjusted for price changes, appears to '
have been no less than 90% higher than in 1939.

4. As the largest public utility serving the nation, the Canadian National
is continuing to play a vital role in this process of expansion.

5. During 1951 more than 194,000 immigrants entered the country, the
largest inflow since 1913, and 294 sepcial trains were operated by the Canadian
National from ports of arrival to accommodate immigrants from overseas.
Trained staffs of interpreters and other experienced personel were used
extensively in carrying out the reception and transportation arrangements.

§. Throughout the year a considerable number of firms planning new plant
locations availed themselves of the technical and consulting services provided by
the Company’s industrial development officers.

7. Consideration has been given to the acquisition of the National Harbours
Board trackage on both sides of Burrard Inlet, with a view to encouraging
development of a new and large industrial area on the North Shore of Vancouver
Harbour. However, no agreement has yet been reached with various municipal
authorities in respect of operation over the Second Narrows Bridge.
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8. In order to provide direct access to factories, warehouses, and other
industrial establishments in various parts of Canada, 223 industrial spur tracks
totalling 43.7 miles in length were constructed during the year. The longest
of these spur lines, 5.8 miles in length, was constructed from Forestburg, Alberta,
to the Forestburg Collieries, where strip mining operations have begun. Another
spur line of 4.8 miles was completed from the former National Transcontinental
line near Barraute, Quebec, to the properties of the Barvue Mines Limited,
where major deposits of zine ore have been located.

New Branch Lines

9. The strategic position of Canadian National lines in relation to the
economic frontier has been demonstrated by significant developments in north-
ern Manitoba and northwestern British Columbia.

10. During the year a request was made for the extension of the Canadian
National branch line terminating at Sherridon, Manitoba, to the site of extensive
nickel, copper and cobalt deposits at Lynn Lake, approximately 150 miles north
of Sherridon. After a study of the economic factors involved, recommendations
were made and the necessary authorization obtained in the late summer to
proceed with construction. By the end of the year the line had been surveyed
for a distance of 54 miles as far as the crossing of the Churchill River, approx-
imately 219 of the surveyed right-of-way was cleared, and 7 miles of roadbed
were graded. Under an agreement with the Sherritt-Gordon Mines Limited,
the objective is to have the line ready for service by October, 1953.

11. Large scale developments centering around the construction of an
aluminum reduction plant in the vicinity of Kitimat, British Columbia, approxi-
mately 70 miles southeast of Prince Rupert, have given rise to a proposal for
construction of a branch line approximately 46 miles in length to connect with
the Prince Rupert line of the Canadian National. After careful investigation
of the financial considerations involved, this project has been recommended by
the Management and is now awaiting final authorization.

Other transportation developments

12. The construction by the Federal Government and the Government of
Nova Scotia of a causeway across the Strait of Canso is scheduled to begin in
1952. This will provide a continuous rail link in place of the train ferries now
in operation. '

13. A further significant improvement in facilities for handling traffic to
and from Newfoundland is anticipated from the construction, to be undertaken
by the Federal Government, of a modern icebreaking ferry for service between
North Sydney, Nova Scotia, and Port aux Basques, Newfoundland. The new
ferry will be of special design, and will employ a type of portable freight
container, adaptable for use on Newfoundland railway equipment, which will
not only speed up freight handling but reduce loss and damage resulfing from
transshipment between boat and rail.

14. Another notable development in the field of transportation is the
northward extension of the Pacific Great Eastern from Quesnel to Prince
George, British Columbia, where it will link with the Canadian National line
to Prince Rupert.

The St. Lawrence Seaway Project

15. The prospect that Canada will, if necessary, proceed witbout par-
ticipation of the United States in the St. Lawrence Seaway Project is of
immense significance to the Canadian economy.
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16. The deepening of the canalized St. Lawrence Waterway to provide for
a minimum draft of 27 feet, taken together with the very substantial develop-
ment of hydro-electric power, will undoubtedly have an effect upon the railways
in general and the Canadian National particularly. Bulk commodities previously
moving by rail because of the limited capacity of the existing canal system may
move by water, and the availability of ports on the Great Lakes to ocean
shipping may result in some diversion of traffic. Offsetting these adverse
factors, however, will be the industrial development which may be expected
from the availability of cheap power, water and rail transport in a concentrated
area. The general conclusion must be that while there will be a period of
readjustment following the construction of the St. Lawrence Deep Waterways,
it is unlikely that there will be permanent adverse effects upon the Canadian
National. There is, however, a problem of major importance in ensuring that
Canadian National facilities will be given their proper place in the industrial
pattern which will emerge from the completion of this project.

The competitive framework

17. The range of requirements for transportation services is so wide that
no single medium of transportation can meet the demands of industry and the
travelling public. The railways in Canada are faced with selective competition
from air, water, and land transport enterprises, each of which is specialized by
reason of advantages derived from their particular techniques of operation.

18. The airlines, for example, are specialized in speed of movement and are
patronized by those who are willing to pay a premium for the fastest possible
service. The quickening pace of Canadian economic life has brought the air-
lines into strong competition for passenger and mail traffic, and to a lesser
degree for the movement of goods.

19. Water carriers are specialized in low cost bulk movements of goods in
which the speed of service is not a critical factor. This is illustrated by the
fact that the great bulk of the western grain crop normally moves, during the
navigation season, via Fort William and Port Arthur through the Great Lakes.

20. Pipelines can show decisive cost advantages over rail tank cars in the
movement of petroleum and petroleum products under conditions where a
steady and very large traffic volume can be assured over a sufficient number of
years to amortize the initial costs of the construction. Oil pipelines are still a
relatively new development in Canada and further construction can be expected.

21. Commercial road vehicles have certain characteristics which make them
particularly suitable for short haul traffic moving in relatively small volume.
Truck competition bears on the most valuable classes of freight traffic and in
recent years has expanded rapidly in the long haul field.

22. Despite the growing pressure of these competitive factors the railways
must continue to serve as the principal facility .of land transportation, because
only the railways have the capacity to supply cheap all-weather transportation
in large volume over continental distances.

Highway Competition

23. The present limits to the profitable operation of trucks in competition
with the railways are governed primarily, not by the relative technical or
cost advantages of road and rail transport, but by the margin between trucking
costs and railway rates. The railway rates are not uniformly related to operat-
ing costs; generally rail charges are relatively low on basic commodities and
relatively high on processed goods of greater market value. The success
of trucking firms in diverting valuable traffic from the railways in the long
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haul field can largely be attributed to the artificial advantage of operating -

against a railway rate structure of this kind, rather than to inherent technical
superiority.

24. The problems which emerge from this set of circumstances are com-
plex and will not yield to any single or simple solution. In the sphere of
action open to Management, attention has been concentrated on improving
service to the public and increasing the efficiency of operations. This objective
has been assisted and can be further advanced, by the co-ordination of rail and
highway services. In this connection the most promising field is to be found
in providing supplementary or substitute services on the highway co-incident
with the curtailment of rail operations on branch lines where, as a permanent
condition, traffic revenues fall short of meeting direct costs. In general the
policy of the Management is to employ road transport as an adjunct to basic
rail services. Wholesale and indiscriminate entry into bus and truck operations
is not contemplated.

25. Pursuant to this policy, 8 small scale trucking services and 2 bus

services were inaugurated during the year. By virtue of a license secured from

the British Columbia Public Utility Commission, an autobus service was
begun between Prince Rupert and Smithers, B.C. The Mackenzie Coach
Lines, providing a bus service in New Brunswick and Nova Scotia, were operated
jointly with the Main Central Railroad, thus affording a bus route from
United States points to Sydney and Halifax. Other such services have
been planned and are awaiting action; for example the Canadian National
proposed to the Province of Prince Edward Island a plan for bus and truck
service co-ordinated with railway operations, which would greatly improve the
quality of transportation in that Province. This proposal is now under active
consideration.

ROYAL COMMISSION ON TRANSPORTATION

26. The Report of the Royal Commission appointed on December 29, 1948
to inquire into transportation problems in Canada was made public on March
15th, 1951.

27. Based on the recommendations in this Report, a number of important
amendments have been made to the Railway Act giving certain responsibilities
and directions to the Board of Transport Commissioners, affecting particularly
the regulation of railway rates.

28. The amendment to the Railway Act under Section 332A defined the
national policy in respect of equalizing freight rates. In this and in other
amendments certain stipulations have been made in permissive terms leaving
to the Board the exercise of their judgment in the final disposition of each
case. Representations by the Canadian National in respect of such matters
as the method of equalizing freight rates, and the determination of a uniform
system of accounts, will be made at the appropriate time to the regulatory
authority.

29. Pursuant to a recommendation by the Royal Commission, legislative
provision has been made for the payment of a subsidy to the Canadian National
and the Canadian Pacific towards the cost of maintaining trackage in a defined
area north of Lake Superior. The amount of the subsidy, not to exceed $7
million annually, is to be determined by the Board of Transport Commissioners.

30. The Report of the Royal Commission also called attention to the need
for a more positive attitude toward railway line and service abandonments.

B T S R O T T P S evt ——

&




W SR, T

RAILWAYS AND SHIPPING 23

In addition the Commissioners’ views on railway ownership of truck lines
were set forth in these terms:

It would seem that operation of trucks may be an essential and
complementary part of railway operation, more especially in view of
changing conditions. Under these circumstances it does not appear
reasonable that railways should be prohibited from operating trucks or
truck lines. There is no evidence to show that there is danger at
present of the railways stifling competition by ownership of trucks.
This would be a matter to be dealt with if and when the occasion arises.

These observations lend objective support to the policy of the Canadian
National as enunciated in the preceding section.

Recapitalization

31. The Canadian National has never failed to meet operating expenses,
but except for the years 1926, 1928, and 1941-45 has been unable to meet the
heavy fixed interest charges with which the System has been faced since its
inception in 1923. The Royal Commission, having studied the evidence presented
in public hearings, reported:

“The Canadian National Railways has established a case for reduction
of its fixed charges and for the desirability of the Company being able

'

to accumulate out of earnings a reserve or ‘something to come and go on’.

32. It is expected that the measure of relief recommended by the Com-
mission will be made available to the Railway in 1952.

CO-OPERATION UNDER THE CANADIAN NATIONAL-CANADIAN
PACIFIC ACT, 1933

33. Under an amendment enacted in 1951 to the Canadian National-
Canadian Pacific Act, the Canadian National is required to report annually on
co-operative activity.

34. Joint study is being given to the extension of passenger train pooling
and to the abandonment of functionally duplicate rail lines between the follow-
ing points:

Distance
Middleton-Bridgetown, Nova Scotia .............. 13-2 Miles
Louise-~Deloraine, Manitoba ...................... 56-3 Miles
Hallboro-Beulah, Manitoba .............ccovuv... 75-2 Miles
Reston, Manitoba-Wolseley, Sask. ................. 122-4 Miles
Langdon-Beiseker, Alberta . i i iiiivivedianiveis 32-6 Miles
Forth-Ullin, Alberta ......... TR O R TR S 71-2 Miles

35. Co-operative projects in effect during 1951 were estimated to produce an
annual joint economy, under the economic and traffic conditions at the time the
measures were instituted, of $1,189,240 per year. It has not proved possible to
estimate the annual value, at the time of this Report, of those continuing
co-operative measures. In future Reports this information will be supplied. It
is reasonable to anticipate that the current joint economy will be in excess of the
figures shown. In addition to those projects where a definite economy could be
estimated, there are other forms of co-operative action in effect which are pro-
ductive of substantial but indefinite benefits.

36. The Canadian National-Canadian Pacific Act extends beyond normal
business relations and imports into an agreement the element of national
interest giving sanction to action which would otherwise be unlawful. In
addition to co-operation under the provisions of the Canadian National-Canadian
Pacific Act, there has been and continues to be a great deal of co-operation
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between the two Companies, as evidenced by long-standing agreements for
joint use of terminals, joint running rights, joint switching and other types of
operation, detouring agreements for use of each others’ lines in cases of
necessity, as well as joint ownership of properties. '

37. The duty laid upon the Management to pursue co-operative economy is
being diligently discharged.

EMPLOYEE RELATIONS

38. With one exception the wage agreements made during March, 1951, with
the operating trades employees are now open for negotiation, and discussions
with the respective labour organizations are in progress. The two-year contracts
with non-operating employees are subject to revision effective September 1,

1952, and notices of intention to seek revision of the current agreements may

be served by either of the parties within 60 days of that date.

39. The Executive Order, dated August 27, 1950, of the United States
Government placing all railways in the United States under Federal control is
still in force. This Order, which affects Canadian National and subsidiary lines
within the United States, arose out of a threatened strike by employees of the
operating trades. Agreements were made with the trainmen’s organization in
May, 1951 but have yet to be concluded with the engineers, firemen and
conductors.

Pensions

40. A revision and improvement of the Canadién National pension plan has
been made effective as from January 1, 1952.

41. The new plan is the product of many months of study during which
Management has had the benefit of advice and co-operation from the employees’
representatives.

42. A brief description of the revised plan is contained in an Appendix to
this Report, as reproduced from an explanatory circular to employees and
pensioners.

Personnel

43. Further progress was made during 1951 in the development of a broad
staff function for the Personnel Department, in order that Management may
deal more effectively with the human resources which are the Railway’s
greatest asset. The responsibilities of the Personnel Department include the
provision of assistance to line management in selecting, training and promoting
employees, the application of modern techniques to personnel administration,
and the co-ordination of all aspects of personnel policy.

44. A system of personnel appraisal and job evaluation has been planned for
the non-scheduled employees, beginning with junior supervisory positions. For
this purpose a comprehensive series of records, including a personnel inventory,
is in course of preparation.

45. The Office Services Branch of the Personnel Department has been
actively engaged in studies of office equipment, methods, and procedures, giving
asssitance in this field to other Departments in the organization.

46. Employment Bureaux are now in opreation at Winnipeg, Toronto,
Montreal and Quebec City. The Bureaux facilitate the transfer of employees
between Departments and perform the specialized task of interviewing and
processing candidates for employment. In due course these offices will be
expanded both in number and in function.
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47. The Labour Management Co-operative Plan continues to provide an
important channel of communication between employees and supervisory officers
at successive levels of authority. The Suggestions Plan, which is open to all
employees, has also proven successful in developing constructive ideas to the
mutual benefit of the Company and the employees. In these and in other
directions encouragement will be given to activities which contribute to the
development of sound employer-employee relations.

APPENDIX

Brief Description of the Revised Pension Plan for Canadian National Railways
The revised plan is in two parts.

Part 1 is the existing plan with some amendments designed to make
better provision for present and future employees who become disabled, and
also for early retirement. It provides a basic pension of $25 per month at the
expense of the Company and also for a supplemental pension at the joint
expense of the Company and the employee. It is optional with the employee
whether he contributes or not. He may contribute an even percentage of his
compensation from 19 to 10% and the Company will match his contribution
after 10 years’ service but not in excess of 5%. The amount of the supplemental
pension is that which the joint contributions with compound interest will buy.
The plan makes provision for benefits for service prior to 1935 when the
present contributory plan was established. ;

The employee may select the type of pension he wishes, that is to say he
may elect to take it in the form of an annuity payable during his lifetime, or
payable during his lifetime but guaranteed in any event for either 5, 10, or 15
years, or in the form of a joint life and last survivor annuity. The amount of
a guaranteed or survivor type annuity is of course less than the single life
annuity but is the actuarial equivalent of the single life annuity.

As amended the plan provides pensions for disabled employees provided
they have attained age 50 with not yess than 20 years’ service. If the portion
of the pension payable at the expense of the Company is less than $40 per
month (on a single life basis) the Company will grant a special disability
allowance so as to increase its portion of the pension to $40 until the employee
reaches age 65. If an employee with these age and service requirements
should die in service the Pension Board may grant a survivor benefit equal to
one half the amount of such employee’s pension, on a single life basis, but
excluding the allowance referred to. Such benefit will be payable during the

lifetime of a surviving spouse, or for 10 years from the date of the employee’s
retirement, whichever period is longer.

Normal retirement is at age 65 with 20 years’ service, but provision is made
for early retirement with reduced pensions. For each year below age 65, one
additional year’s service will be required, so that an employee may retire at
age 64 with 21 years’ service or age 55 with 30 years’ service, or anywhere
between where the age and years of service add to 85.

The optional and flexible provisions of Part 1 are considered by many
employees to be preferable to a more rigid compulsory contributory plan. It
allows employees considerable freedom to shape their railway pension to their
needs as they see them.

Part 2 is designed to meet the requirements of those who wish to obtain
larger pensions and who are willing to join a plan under which contributions
are compulsory. Employees will be covered by Part 1 unless they elect to
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transfer to Part 2, which election will be irrevocable. They will be gwen ample
time to make thelr election.

Under this Part the employee must contribute 5% of his compensation and
the Company will pay the balance of the cost. The pension will be a percentage,
based on length of allowable service, of the employee’s average compensation
during the last 5 or 10 years’ service whichever is-more favourable to the
employee. The percentage will be 1% for each year of service up to 20 years.
11% for each year during the next 10 years, and 139% for each year over 30
years’ service. Fractions of a year will be computed proportionately. This
pension will be payable during the lifetime of the employee. On the decease of
the employee one half the pension will be payable during the lifetime of a
surviving spouse, or for 10 years from the date of the employee’s retirement,
whichever period is the longer.

A provision is also made for pensions to disabled employees. These benefits
are available to employees who have attained age 50, who have at least 20
years’ allowable service, and who are certified by the Company’s Chief Medical
Officer to be unfitted for further service by reason of permanent physical or
mental disability. If an employee with these age and service requirements
should die in service the Pension Board may grant a survivor benefit similar
in terms to the one referred to in the preceding paragraph.

The normal retirement date is age 65 but a provision is made for early
retirement with reduced pensions, the age and service requirements being
similar to those referred to under Part 1.

The pension benefits are conditional on the employee having paid 5% of
his compensation throughout the period of his service from January 1st, 1935,
or from the date he last entered the service if entry was later than January 1st,
1935, until the date of his retirement. An employee whose total contributions
prior to date of transfer are less than the required amount will be permitted
to make good the arrears during his remaining Service by additional contri-
butions, or lump sum payments, but if arrears are not made good the pension
will be reduced proportionately.

An employee who transfers from Part 1 to Part 2 and who had contributed
under the existing plan in excess of 5% of his compensation, will receive
repayment for the amount of the excess.

To Existing Pensioners

The foregoing revisions are applicable to employees in the service at
January 1st, 1952, and who had not attained age 65 prior thereto. Effective
July 1st, 1952, some revisions to existing pensions will be made so that there
will be substantial equality in the treatment of pensioners then living with
employees who will retire in the future. The following arrangements therefore
have reference to pensioners who had retired before the new rules became
effective. A pensioner who contributed during service the full 5% from
January 1st, 1935, to the date of his retirement may elect to have his pension
computed as provided in Part 2. If he so elects, he must surrender his contract,
his present pension will be terminated, and the revised pension will be payable
from July 1st, 1952—not from the date of his retirement. There will be no
option as to type of pension, the revised pension will be the single type
provided for Part 2 pensions. If the pensioner is deceased, the right to elect
is terminated; it is not available to a beneficiary. If the pensioner’s. contribu-
tions during service were less than 59 from January 1st, 1935, to the date of
his retirement, then, subject to all the conditions mentioned, his pension will

: "-*‘T“:;g
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be the proportionate part of the Part 2 pension to which he would have been
entitled had he made the full 5% contributions. If the pensioner had made
contributions in excess of 5%, the pension resulting from the excess will be
continued in the type which the pensioner selected at the date of his retirement.
The pensioner’s status with respect to such matters as his eligbility to receive
a pension and the period of his allowable service will remain as determined
under the rules in effect at the date of his retirement. As in the case of the
revised plan a rule of limitation has been included. A pensioner who did not
contribute during his service towards a supplementary annuity will continue
to receive the basic or service pension to which he is entitled under the
existing rules.
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CONSOLIDATED BALANCE SHEET AT 31st DECEMBER, 1951

ASSETS LIABILITIES
INVESTMENTS Stocks - g .
Road and equipment property. .... $2, 245,260, 580 Capital stock of subsidiary companies held by public............
Improvements on leased property... ,097,3
Miscellaneous physical property.. .. 65,523, 665
—_—82,311,881, 553
Capital and other reserve funds: FunpeEp DEBT
System securities at par.......... $ 748, 500 Held by-publiv: o w88 s s s S o o $ 599,499,835
Other assets at cost.............. 7,589,526 Held in special-fundsy.  on% e it e v 15,697, 200
———— 8,338,026 —_—
Investments in affiliated companies.............. 53,119,620
Other investments: GOVERNMENT OF CANADA LOANB.........coiiriiiiiiiniiiinnnnen
System securities at par.......... $ 205,000
Other assets at cost.......»...... 815,619
1,020,619
$2,374,359,818 CURRENT LIABILITIES
Traffic and car-service balances.................. $ 13,548,324
Audited accounts and wages payable............. 32,512,702
CURRENT ASSETS Miscellaneous accounts payable................. e 7,320,375
0T RO e e I NI L N 1 $ 19,536,168 Government of Canada—Interest payable........ 22,700,242
Temporary cash investments at cost.............. 3,643,750 Interest matured unpaid.......................... 4,261,297
Bocial Aepoattl. « it .X. iy i s e 5,293, 620 Unmatured interest accrued 5,059, 322
Net balance receivable from agents and conduc- Accrued accounts payable. .. 9,233,018
R e R e i DS e L T 26,057,142 Taxea aberued . .5 it il ol oL T\ 3,517,609
Miscellaneous accounts receivable................ 18,981, 599 Other current Liabilities. .. .. .. usmaiisd i s eldile 2,671,488
Government of Canada—Due on deficit account. . 1,031, 996 —_—
Material and supplies................c.cuvvnn.n.. 93,791,107
Interest and dividends receivable................ 80,579
Accrued accounts receivable..................... 5,659,246 ;
OLNER CUTTAnt aBaBbE: . .5 oot e 538,913 174,614,210 DeFERRED LIABILITIES
Pension contract reserve. ... ......oeeveienennnnns $ 59,700,000
 Other deferred liabilities......................... 7,609,112
DEFERRED ASSETS
Working fund advances........................... K 487,841
Insurance fund:
System securities at par.......... $ 5,733,200
Other assets at cost.............. 7,850,057 Reserves AND UNApJusTED CREDITS
13,583, 257 InBUrADCO TOBOIVE. : ..o oo vesoensiossisndemiainiesas T .$ 13,583,257
: Accrued depreciation—Canadian Lines—Equip-
Pension contract fund: menbionly .t i bl pithes £ o e R 157,534,973
System securitiesat par....... ... § 9,010,500 Accrued depreciation—U.S. Lines—Road and
Other assets at cost.............. 50, 689, 500 BQUIPIAERt: L\ ST I s bl s e s S 27,937,997
59,700, 000 Accrued amortization of defence projects......... 3,062, 522
Other deferred assets. ........................... 2,798,918 56 Erhe Unadiustod oredits:. U . i it i e s e Dy 9,947,798
—_ 6,570,

4,518,890

615,197,035

857,573,774

100,824,377

67,309,112

212,066, 547
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GovERNMENT OF CANADA—PROPRIETOR'S EQUITY—(See note)
Represented by:
1,000,000 shares of no par value capital stock of
Canadian National Railway Company....... $ 18,000,000
5,000,000 shares of no par value capital stock of
The Canadian National Railways Securities

TR ) o 1 i Seh et e PR 378,518,135
Capital expenditures by Government of Canada
Unapiustep' DerITs Canadian Government Railways............. 379,877,514
i e VTR R i SRR —_— 776,395,649

Discount on funded debt
Other unadjusted debits CONTINGENT LIABILITIES

- 8,341,430 Major contingent liabilities, as shown on statement attached.. ... il |

$3, 633,885, 384 $2,633, 885,384
Sterling and United States currencies converted at par of exchange. Nore.—The Proprietor’s Equity is included in the |
net debt of Canada and is disclosed in the historical |
record of Government assistance to railways as
shown in the Public Accounts of Canada in accord-
dance with The Canadian National Railways Capital
Revision Act, 1927. i
T.J. GRACEY,
: Comptroller.

CERTIFICATE OF AUDITORS

We have examined the books and records of the companies comprising the Canadian National Railway System for the year
ended the 31st December, 1951.

In our opinion, proper books of account have been kept by the System, and the consolidated balance sheet at the 31st Decem-
ber, 1951, and the relative consolidated income account for the year ended that date have been prepared on a basis consistent
with that of the preceding year and are in agreement with the books of the System.

ONIddIHS ANV SAVMTIVY

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

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

In our opinion, subject to the foregoing, the above consolidated balance sheet and the relative consolidated income account
are properly drawn up so as to give a true and fair view of the state of the System’s affairs at the 31 st December, 1951, and
of the consolidated income and expenses for the year.

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

] GEORGE A. TOUCHE & CO.
10th March, 1952. Chartered Accountants.
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CANADIAN NATIONAL RAILWAYS

Consolidated Income Account

1951 1950
$408,800,344  $445,780,004
A 47,475, 661 39,889, 206
7,311,445 7,984,695
Exprops depaptnent oo ClE SR B SRR I S 30,670,031 25,806, 125
Communications dePartment. ... 7t o b i e T e st s tae i 12,032,631 10, 556,435
LS A RS S S S G S B D T e SRR e L 28,544,008 23,815,116
Total operating reWenuens: L. .. L, o il e e g ab g s $624,834,120  8553,831, 581
Rainway OPERATING EXPENSES
Maintenance of way and structures...............c...ccoiviinniinnn... $111, 560, 852 $ 90,782,435
Maintenance OF eQUIPINER. . .. i b i .. iiigesdtis vienbioslaistie s n sio s e s 135,319,782 114,166, 205
Traffic.-. ... R e e R R P B Tl Tt 10,429,825 9,453,716
Transportation o G R U R el e ik e el S e 291,366,944 250, 748, 104
Mincolancous @perationmys s .. ...l vyl o e e e it i oA 6,262, 293 5,408,988
thanergl. iU R R A MG Y F T SR B e e 25,210,525 23,437,631
Tota] OpPerating SXREDBOS. . F .. 5« - b diniss ¢ sisloss s s siamrals ale sia oim sn $580, 150, 221 $493,997,079
NB? OPERATING “REVBNUD. .. . .. 00 ¥ eis s e s 5ig o Sl dis o winis $ 44,683,809 $ 59,834,502
Taxes aAxp RENTS
B 3 e PR LA A SR S W D T e U $ 11,573,914 $ 11,044,611
Equipment repta—Npt debit. <. . . . .. i i i fe i e e 7,172,396 , 209,31
Joint fgcility rants—Net deabit. . ... . i ith ot Ve Bem s asssions 340,140 236,251
Torpt TAXEE ARD: TIN5 b oo s e ya e el $ 19,086,450  § 19,390,172
NeT RAarLway OPERATING INCOME. . ..................... g $ 25,507,449  § 40,444,330
OtHER INCOME .
Income fronT OB OEFOME &, (15 h earbiie i tibe b S o Gia v e a o h e s Bd o $ 51,499 102,471
MisgpManeous Pont inBOTOR. <. .. <. 5500 1o 80 o el iin s s s st vip s paTs o Atbin's 1,109,768 1,101,463
Income from non-transportation property..............ccoovvuuionn 609,252 590,
Results of separately operated properties............................ 1,079,385 388,267
Hotel @poratRE D 0OBNE . | e VR teliats (dbie wiim et s s SR 588,485 565,853
6 kg L o SRR O T A SRS N L S LG, BE SRS kT 414,411 214,303
Intorall INOOMA. ...y «Six it ey Tha b Bt A ae T e e S s e g R ae ik 2,242,019 2,620, 540
DGO NAANSEIAIE BRCOTME. . . o5 cs s o G oms Abis PR s 'l 0 haA ] 7 10 S i 1,324,414 1,999,278
Proflfand-ass—Net. . . 0 o LS b s D e S s i s o e & 1,422,073 75,
Torst OTEER TOOME | &k, o o s e S ra e Sals $ 8,841,306 $ 6,936,523
Depuctions rrRoM INcoME
Rovt ok 1oanol YORMIE . /. ol (% ts i nt b Bh St S 5o, s s Bibis 8 g Brs e s s 551,554 ] 606, 285
M INOBRANOGIS PENEE . - L. i o ses it s Ay o r i AR S AT o o/ o ShEMeS 672,809 642,082
MiSoRHaneOUS BRXEE. ;.. 5ot sruat saims s 3 P sais.ajoiorsi tie B nlls § 4% ola s ¥ wieus's 132, 559 189, 883
Intofant On URTUDAE SO, 5 {5 E2 15 510 05 4 o bia B qisle arhia o dip 4o ol 236,287 316,282
Amortization of diseount on funded debt............................ 573,602 731,409
Miscellaneous income charges. ........c.oovoiieiinrivinernneenaninnis 488,825 2,388,140
ToralL DEDUCTIONS FROM INCOME.............covvvvuninnnn, $ 2,655,636 $ 4,964,081
Ner INcoME AVAILABLE FOR INTEREST. ............cc0invuvunnans $ 31,783,119 $ 42,416,772
INTEREST CHARGES
Interest on funded debt—Publie..............cccoiiiiiiiiniiieinaans 23,467,703 24,019,158
Intopnst on GONOrniDent JOMMS. . .55 . borics 25 vauava s bind oI5 s /s Bt o 23,347,412 21,658,849
Bl BRI . L - o5 i ke B S b A A 5 s R KNk a5 AT $ 15,031,996 $ 3,261,285
The fixed Charges of the System included in the above statement are as follows:
Ront-forleanod P00AR. . . o o4 avvies Thaimysbas tosins e om wn s ows $ 851, $ 696, 285
Interest on unfunded debtc. . . i q.: cicotive mone swiaiaits s s avo et ss . 316, 282
Amortization of discount on funded debt..............c..coiiunnn 573,602 731,409
Interest on funded debt—Public...........cc.civviiiiiiininieenns 23,467,703 24,019,158
Interest on Government 10ans..............covuvviincrincnnsanen 23,347,412 21,658,849
$ 48,176,558  § 47,421,983
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OPERATING REVENUES

S N N R G e B B SR R Al P
Pa:lllor S e S e s e e S (RO B
itoneas debattinent .o 5 o L ilel st ol e S e e e v
Railiway EXpress AZeNCY........cueereesunenasintoechiorinosioinons
M Eher PABSENZET-ERBIN. 1/, . o & < L ns smistiteis 4's wias ok as hy wiufals Svkiort pianie
R e ey e e R s RN R A s e AT SR
T e e e b LR L R S R G SRR s SRS T
e R A N B S GG ol ARSI S e SRR
e AR IOU. 2 10 Ll St wa Peiais 4a vl A0 ¢ e S AV ORTE a5l
PSR PRy 3 b o R et 0L s gy e s fam morets e o Taataais a5 e s it
Station, train and boat pnvnleges ...................................

AT R R R A LR R DR ot S M S

Storage—Freight. .
Storage—Baggage. . ...

BONITARE 5. otae s S gsie 0 LRI S AU LI s sl

Communications department. .

Telegraph commissions (U:8.) ..o i v il iiliaaiai i ot

Grainelevator..............................................,.‘..::
Rents of buildings and other property.................coooiiiiinn,
L T R T e S e e S e O S

Joint facility—Cr...............

A T oy A e S e L e R RS el = T TR A e T

OPERATING EXPENSES

MAINTENANCE OF WAY AND STRUCTURES

Superintendence................
Roadway maintenance.........
Tunnels and subways...........
Bridges, trestles and culverts. .

T T S I SN ST S

Track laying and surfacing.....

Fences, snowsheds and signs. ..
Station and office buildings. . ..
Roadway buildings............
EALOR SLatIONS: i - |y ey o vt oo
el BERLIONS 5 .7 . (s . cvieianhot
Shops and enginehouses. . ......
Grain elevators................
Storage warehouses............

Wharves and docks...........
Communication systems.
Signals and interlockers
Powerplants..............

Power-transmission systems.

Miscellaneous structures. .......

Road property— Depreciation—U.S. Lines
Road property—Retirements. .
Deferred maintenance—Cr.. ...
Roadway machines............
Dismantling retired road property

PRt tools Snd BUDPIIeR. L -8 L 0 00 L, T Kk va s arees AR s b

Removing snow, ice and sand. .
Public improvements..........
Injuries to persons. ............

B REERR0, 523 ¢ s oeis o ¢ o A
Stationery and printing.......
Other expenses................
Right-of-way expenses. .......

Maintaining joint facilities—Dr

Maintaining joint facilities—Cr

56818—3

31

1951 1950
$490,290,463  $438,674,682
,509, 7,105,322
47,475, 661 39,889,206
156,839 150, 108
3,928,087 3,423,774
367,699 355, 747
7,311,445 7.984,695
30,670,031 25,806,125
501,836 417,081
14,616 15,885
500, 883 487,891
5,564,378 4,867,516
1,789,914 1,564,583
3,350,653 2,754,600
327,897 288,855
425,966 359,860
71,299 63,190
414,115 202,777
57,293 43,418
2,895,635 1,376,102
12,032, 631 10,556,435
9,800 ,190
743,901 647,647
949, 665 968, 166
5,664,923 5,105,823
934,178 842,562
125,569 129,659
$624,834,120  $553,831,581

1951
$ 7,338,085

1950
$ 6,025,974

12,634,015 11,762,480
168,119 128,318
4,468,840 3,821,502
9,850,138 10,045, 214
6,834,178 7,779,174
5,717,921 5,807,490
2,092,985 1,608,015
27,983,529 23,785,402
1,189,421 1,008, 036
5,079,732 3,908,771
659,424 560,322
977,005 869, 998
462,412 393,072
3,409, 385 2,923,431
80,008 72,411
3,508 1,882
274,819 266, 064
6,074,769 4,655,839
1,896,862 1,702, 624
20,125 93,324
433,868 361,438
7,568 7,803
963,614 936,199
2,202,655 2,441,980
e 9,000,000
1,504,292 1,228,840
317,388 247,325
1,948, 665 1,587,323
5,519,522 4,847,832
778,943 618,881
889, 531 843,036
268, 557 265, 284
139, 304 101,317
9,509 23,747
84,670 61,368
1,569,370 1,362,143
2,330,854 2,301,474
$111,560,852  $ 90,782,435




| SESSIONAL COMMITTEE

OPERATING EXPENSES—Continued

X 1951
MAINTENANCE OF EQUIPMENT ;
Enpesinteaddnta . 5. oS e St e e $ 2,913,755 § 2,521,479
Shop Hachinery—Repairs. ;. . e 8 o e S N 4,150,423 3,467,355
Power-plant machinery—Repairs.............ooouriueineen... RSt S5 2 238,399 250,671
Machinery—Retirements................ & R R e e T Sl 162,897 221,717
Machinery—Depreciation—U.S. Lines. ................coiveeeinnn.. 76,431 73,566
Dismhantling refired machineryrd. Vs 0 im0 e bl i s a0 st 5,862 12,295
Steamy locom otV os—RepaIrs. L 20 S fo A T T N s e e e 37,714,654 33,144,615
Other locomotives—Repairs............... e s el ke 2,253,476 1,485,400
Breight-trait core—Rebaims . {5 5k Sl b s e it s e 40,774,805 31,390, 144
Passenger-train cars—Repairs............. AT o T B T 17,482,277 14,168,444
Tloating equipmentTRepairg. 2 o S P i L e e Ty 1,746,731 1,477,177
Work equipmient—ReDaira: ./ o o i e v A hs e o ey oA e 4,085,473 3,362,870
Express department equipment—Repairs................coueiin... 367,387 303,930
Miscellaneous equipment—Repairs. . .. .. 3 255,375 254,671
Miscellaneous equipment—Retirements. . A o 21,421 8,865
Dismantling retired ‘equipment i ailo i ol el s e e 259,987 175,942
Hquipment—Depreeiation. .. . b o e o e e Mo s.sis 21,288,394 20, 544,446
Express department equipment—Depreeiation...................... 181,872 167,181
Thitiries £0 PEESONE N . o S S e e e B e 785,076 644,945
A ARan. | o e T B o e o P 354,277 342,071
Btationory and prnting. & o e R b 4 s e e 117,896 87,598
I EROT CRDONBOR. s 5 A o s WO Sreured Mg ahL bl SR SRy TPy 40,263 ¥
Joint maintenance of equipment—Dr........ ..ot 362,187 301,198
Joint maintenance of equipment—CT............ooiiiii i 319,536 279,467
$135,319,782 $114, 166, 205 i
TRAFFIC 2
Supermtendence $ 3,096,560
Outside agencies 3,816,627
s e e A e T L S s 1247, 466 1
Traffic associations.............. o o G e o L T R e 188,095 171,956
o r AT g oo R ey )i 1710 SRS ot DA L SN I S e s (T 8 593,347 567,834
Hdustrial and development .. 2 -t Bl Bl TN A s R oty 341,289 304,376
Colonization and agrictlbure. .. i 5.5 & i i e o8 s St e s 5 S i s o a otk 263,873 248,987
$ 10,429,825 § 9,453,716
!
TRANSPORTATION
DNt dae it [ Cr i s et L i e R LR S A $ 6,549,007 $ 5,398,288
Diapatohing Braamp o, o e ) o S b 3,493,374 2,085,174
LRty Tl I R e e e s Syt S g R X 39,578,843 33,362, 761
Weighing, inspection and demurrage bureaus........................ 157,563 147,800
EOosland Ord WHRIVEE: . 17 1l Aiteish e AT D S r e e denbveia g dly eth b, 118, 626 98,174
Station supplios ABl BXPENBES. .. ... .01 4.0%/0s 43 AFE g Ak slae 2 et s gt 80 2,990,517 2,656,899
Yardnmastord and ivand clerkn. . . v 5 i vvian coatid o S a s o s <1y 3 gy b 8,325,456 ,934 438
Yard eonduchors ant brakemyen . ooy T Sty A s ek 2 e s s obty 15,414,304 12,737,901
XNard switch-and signal tenders. . xiv. biworr st oo a b v el ga g i v 1,466,736 ,217,132
20 ey BT G 1T 1Y ) ) s NP e DS R B - Tl AR SRRt 7,127,313 , 297,270
D ys Ty T i R USRS N 3 e RS R SRR RR R S 3,584,329 2,766,169
Yard awitohing fuel -0 {7 140 0 Dot 8 LRl L Sl g s mac s N ol GO P 8,510,271 7,905,981
Yard switching power produced. ... ........ueeeereneeenenenenanennn 31,830 28,469
Yard switching power purchased. ... ..........oeeeuneneinssrusueisn 116,286 101, 577
Water Yor yand 10C0MmotiVEn. .  « . i wia s S ikl n it o (arviaet wi V53 e 206, 395 207,687
Lubricants for yard 10CoOmMoOtives. . ... ...oevvererineeneasenecnestans 165,803 145,177
Other supplies for yard 10COMOtIVeS. .. .. ...vvuimeneneneneneneeanens 119,402 94,190
Enginehouse expenses— Yard. ... .... ... iueescnsncsaaionnssassnsss 3,375,084 2,815,396
Yard supplics SRl EXDONSRE. . . 11 v sk mihi s tsi Ao isguie o ety o AU ek e 359,161 287,907
P hain onEIEIIEN 5 . C G b, i T A i G TP s s o YA e ia s 23,443, 653 19,765,929
g o o . L SNPRS00 (20 M DRI T A T B A 1,810,283 1,089, 590
byt 1 Gl Pl SR M M e 2 4 o 1 S B e o 50,826,078 47,213,248
Train poWerBROANEEa:. . . <0 i b n ik e har et et s L Ve S AR 21,173 13,
Traixt power PuBGHABO:. | . .. xh il i » SRt SO f 0l I ol Bk 3ol 106,497 84,
Water for train 1oComOtEves. ..,/ i oo oh o fueatd e dhaTas s iayeiash on 1,818,073 1,728,524
Lubricants for train 10cOMOtIVeS, .. ... ...cueeeeieinenses S eami e i 979, 842,327
Other supplies for train locomotives. . ... .....ccoveiiiiiieieieanens 649,806 495,955
Enginehouse expenses—Train................ 10,654,393 8,902, 996
TRtanmeR . 55l o s s R M e L T L s A o 29,923,881 24,433,996
Train supplies and expenses. .................... i 2L s 18,589,919 15,515,838
Operating SleePING CAIB. ...« 5o+ iir o s nniscdnesieapstas 1 3,056,299 2,647,750
Signal and interlocker Operation..............c..c.ieieuiiiiisaeniins 852,812 755,753
Carried forward $244,422,855  $209, 678,822




OPERATING EXPENSES—Continued

TRANSPORTATION— Continued

Brought forward
Croasingsrotection...............; ................................
Prawbridge operREIom, s s il Br CU N L SR e s e
Communication system operation 4
Operation floating equipment............ioiiiiiiiiiiainiaeianes
Express department operation................ovaiiiiiiiiiiiiiiiins
Siationery and prambing . Bt Tle LR Sl T N S s R i s
B T T AR S R R R W e E B S M e e E ST
Insurance......
Clearing wrecks. .. ... A
Damage to property..................
Damage to live stock on right-of-way . £
Loss and damage—Freight.................o.oiiiiiininn
Loss and damage—Baggage................... P a5
[Extidvion FoDersonR. ... b o i BB LSRR T s AR L it
Operating joint yards and terminals—Dr......................o0one
Operating joint yards and terminals—Cr..............coooieiiniianns
Operating joint tracks and facilities—Dr...................cooooiies
Operating joint tracks and facilities—Cr.................... i

MisceLLANEOUS OPERATIONS
Dining and buffet service
R TR T R A e Bt e U R I R L R
Grainelevators......... s i dassaies Uit ST intne SRl 5 WOl e
Other miscellaneous Operations. ... ...........occeveeveineceineernes
Operating joint miscellaneous facilities—Dr

GENERAL
Salaries and expenses of general officers...............ooooiiiiiinn
Salaries and expenses of clerks and attendants
General office supplies and expenses
P TR g ] Bt M SR AR AN R A A ST O Ul
Relief department expenses
T TR S S Aot o R Al SR U E g e
Stationery and printing
Valuation expenses...........
Other ex;
General
General

33

1951 1950
$244,422,855  $209, 678,822
,423,771 1,230,351
262,241 223,310
10,294,736 8,701,924
4,889,208 4,373,106
19,789,936 16,750,847
1,250,521 1,027,786
2,071,450 1,868,155
287,882 284,872
1,014,577 614,286
181,640 108,737
80, 634 89,170
2,824,906 2,690,351

9,059 18,
1,963,296 2,446,476
2,528,986 2,157,950
2,749,796 2,856,758
1,513,750 1,439,623
692,708 599,109
$291,366,944  $250,748,104
$ 4,816,640 § 4,062,216
335,446 308,086
307,783 202, 220
417,007 500,765
385,417 335,701

$ 6,262,293

$ 5,408,988

$ 801,809
9,912,021
697,483
548,465
42,500
12,320,390
465,903
10,398
308,574
118,165
15,188

$ 730,027
9,000,732
579,128
576,347
42,500
11,802,098
385,148
12,271
217,357
106, 754
14,781

$ 25,210,525

$ 23,437,631

OPERATING EXPENSES AND TOTAL PAYROLL

OrPERATING EXPENSES
Total expenses—thousands
Per cent of total revenue

Distribution of operating expense dollar:—

Sy Sl R R T e . R e
T e e SRR ST 1o L I e e D S A S S
Other expenses

PayroLw
(Excluding hotel and subsidiary company employees)
Average number of employees

Total payroll—thousands. ...........coovviiienneininnnos..
Average earnings per employee

56818—3}

1939 1950 1951
$182, 965 $493, 997 $580, 150
89-77 ~ 89-20 92-85

g ¢ ¢

61-48 59-85 60-44
29-58 31-49 29-91
8-94 8-66 9-65
100-00 100-00 100-00
78,129 112,874 121,199
$122,354 $318,208 $381, 654
$ 1,566 $ 2,819 $ 3,149




34 SESSIdNAL COMMITTEE

PROPERTY INVESTMENT ACCOUNT

Balance 1st. January, 1951 $2,226,102,727
Additions and betterments,
less retirements— Year 1951
Roap
New 1ines CoNBEERELOA . . . - vca o i Gzt e iorsiile el 1% we $ 1,280,230
DT T g SR RSB S ERS CG Re s E  L 4,258,484
Montreal terminal development.................... 1,233,919
Abandoned Bneal i WU EE U R Tt R 603,801
Rails and fastoninBe .l o o i n s ol U ok avere s toda 2,038,913
Tie plates and rail ANChOTB. ... i da s dass s oo nvins slsleia 2,031,790
21 0E B PN G s R AR i e e A ; 631,509
Large freight terminals..................... s 2,865,854
“Yard tracks and sidings. . 2,032,216
Roadway machines........ 843,212
Bridges, trestles and culvert; 1,380,237
151 3 A s S T SRR L By AU Y 142,193
Crogsing protections ..\ . .ou. it s iolstois ve R 508,250
Stations and station facilities....................... 1,280,927
Water supplies) i s L ot i 2l By 125,742
Shops, enginehouses and machinery................. 3,491,100
Automatic signals and interlocking plants........... 1,611,062
Communications department....................... 4,132,418
INOBBATTIOT DRODOIEY LY - 1L 30 5 1 s Senri B st b SER NS 1,233,025
Stores department buildings and eqmpment ........ 147,488
LE7 Uy IRy g IS G S DO L DY BN i 608, 362 $ 31,273,130
EqQuipMENT
Equipment purchased or built...................... $ 56,554,379
Equipment Tetirements: . .. .. ... .iscio e oeie i s 6,080,532
General betterments to equipment................. 4,771,889
Heaaipment CONVErsiOnE. . . ..o, 4 0s Jhosve s o oieias feiden 259,973
Express and miscellaneous equipment............... 677,367 57,183,076
B O o R e N o e et 2,497,182
SEPARATELY OPERATING PROPERTIES. ........voiuueinrrennnannnnecsnnnns 5,174,562 85,778,826
BargNee: 3181 DRomMeEg; A90] ch s R e s $2,311,881,53
GOVERNMENT OF CANADA LOANS—PRINCIPAL AND INTEREST
Principal Interest Average
outstanding accrued  interest
at Dec. 31, 1951 1951 rate
LoaNs FOR
Rapatriation of securities held inthe U.XK.................... $391,452,044 $13,700,795 3-50%
Dept redempption (Bee tioe) . .. i .. vihides e desios smsis .. 339,563,942 7,314,676 2-42%
Capital expenditures and working capital. 63,455,019 1,025,871 3‘5079
Rolling stock—Hire-purchase agreements 27,287,765 734,779 2-55‘7?
Investment in Trans-Canada Air Lines. .............ccouuens 19,043,023 571,291 3-00%
Canadian Government Railways—Working capital at consol-
SARCOCIONR) Lk el o e S S A RN /e i ik e $ 16,771,981 — —

$857,573,774 $23,347,412

Note:—$128,207,000 payable in U.S. currency.
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FUNDED DEBT—PRINCIPAL AND INTEREST

GUARANTEED BY GOVERNMENT OF CANADA LT
Year issued and Principal Interest

Rate Maturity currency in which  outstanding accrued
%  (See note) payable at Dec. 31, 1951 1951
5 Perpetual G.T.R. Debenture Stock. 1875 Sterling $ 1,016,092 $ 50,804
5 Perpetual G.W. Debenture Stock.... 1858 Sterling 499,709 24,985
4 Perpetual G.T.R. Debenture Stock 1883 Sterling 5,446,491 217,860
4 rpetual Nor. Ry. Debenture Stock 1884 Sterling 22,591 904
3 July 10, 1953 Can Nor. 1st. Mtge. Deb.
agis St St s 1903 Sterling 1,162,768 34,883
33 July 20, 1958 Can Nor. 1st. Mtge. Deb.
57 0 ] Sy T R R S 1910 Canadian..... 5,246,268 183,620
Sterling. .. ... 390,239 13,658
3% May 4, 1960 C.N.A. 1st. Mtge. Deb.
(o) ot e e et A L 1911 Sterling. ..... 550,727 19,275
3% May 19, 1961 C.N.O. 1st. Mtge. Deb.
STl wh e R 1911 Sterling. . .... 3,597,518 125,913
3 Jan. 1, 1962 G.T.P. 1st. Mtge. Bonds.. 1905 Can-US-Stlg. 26,465,130 793,954
4 Jan. 1, 1962 G.T.P. Sterling Bonds.... 1914 Can-US-Stlg. 7,999,074 319,963
CANADIAN NATIONAL ISSUES:—
5 TFeb. 1, 1954 30 Year Guaranteed Bonds 1924 Canadian 50,000,000 2,500,000
4% June 15, 1955 25 Year Guaranteed Bonds 1930 Can-US-Stlg. 48,496,000 2,303, 560
43 Feb. 1, 1956 25 Year Guarantee dBonds 1931 Can-US-Stlg. 67,368,000 3,031,560
4% July 1, 1957 30 Year Guaranteed Bonds 1927 Can-US 64,136, 100 2,886,120
3 Jan. 15,1959 (a) 20 Year Guaranteed Bonds 1939 Canadian 35,000,000 1,050,000
3 Jan. 3,1966 (b) 17 Year Guaranteed Bonds 1949 Canadian 35,000,000 1,050,000
23 Jan. 2, 1967 (¢) 20 Year Guaranteed Bonds 1947 Canadian 50,000, 000 1,375,000
2% Sept. 15, 1969 (d) 20 Year Guaranteed Bonds 1949 Canadian 70,000, 000 2,012, 500
2% Jan. 16, 1971 (e) 21 Year Guarantedd Bonds 1950 Canadian 40, 000, 000 1,150,000
23 Juhe 15, 1975 (f) 25 Year Guaranteed Bonds 1950 TU.S. 6,000, 000 165,000
b o) S A e Sl P e A $518,396,607 $ 19,309,559
CaNADIAN NATIONAL SERIAL EQUIPMENT OBLIGATIONS
23 Sept. 15, 1953 Trush Beries Pl o ans . s 1938 Canadian $ 1,100,000 $ 39,990
2 Deec. 1, 1957 Trust Beneg "R .:.... 5 1947 Canadian 3,360,000 77,467
2% Mar. 15, 1958 Trust:Series *'S”’....7.... 1948 Canadian 19, 600, 000 428,896
2} Nov. 1, 1958 Trust-Beries T . iu oo 1948 Canadian 15,050, 000 366,844
2% Mar. 15, 1960 Trust Series ‘U”......... 1950 Canadian 18,700,000 443,437
23 Jan. 15, 1961 Trust Series ‘“V’*...v.. 00 1951 Canadian 12,825,000 315,743
kAl o i S AR S R A $ 70,635,000 $ 1,672,377
OrHER Issues
4 Perpetual Can. Nor. Cons. Deben-
tre. Stoek. ... e ves .. 1903 Sterling $ 3,992,930 $ 159,717
4 Perpetual - C.N.O. Cons. Debenture
Bhookl i ety vy s 1909 Sterling 889, 597 35,584
4 Perpetual C. N O. Guar. Debenture
o SR S 1906 Sterling 465, 545 18, 622
4 Perpetuadl 0 & L. St. J. 1st. Mtge. :
Deb, 8toek. ... ... ... 1912 Sterling 285, 342 11,414
4 Jan. 1,1955 Can. Atl. 1st. Mtge. Bonds 1905 Can-US-Stlg. 9,947,934 397,918
4 Apr. 1,195 G.T.P. 2nd. Mtge. Bonds,
s o SR G SRS 1905 Can-US-Stlg. 3,574,530 142,981
4 Apr. 1,195 G.T.P. 2nd. Mtge. Bonds,
Mountain “B”.......... 1905 Can-US-Stlg. 3,144,906 125,796
4 Apr. 1, 1955 G.T.P. 1st. Mtge. Bonds,
‘“Lake Superior’........ 1905 Can-US-Stlg. 2,152,008 86,080
4 Sept. 1, 1956 Pem. Sou. 1st. Mtge. Bonds 1906 Canadian 150, 000 6,000
2% Mar. 1,1957 (g) Nfld. Fy. Reg'd. Instal-
ment Notes............. 1941 U.S. 782,613 21,036
5 Nov.15, 1958 Can. Nat. Indebt. to Prov.
OE B 2 % S s 00 1929 Canadian 380,023 19,001
43 Jan. 1, 1980 G.W.T. 1st. Mtge. Series
R BORMN T i iy v 1930 Can-US-Stlg. 400,000 18,000
e e R e R CAREE G e [N T e $ 26,165,428 & 1,042,149
Interest on securities retired in 1951. . ... .....coiuniinivininnrenennainns — $ 1,443,618
L8 (g U I S SR e $615,197,035 $ 23,467,793
Note:—(a) Callable at par on or after Jan. 15, 1954. (e) Callable at par on or after Jan. 16, 1966-
(b) Callable at par on or after Jan. 3, 1961. (f) Callable on or before June 14, 1954, at 102}.
(¢) Callable at par on or after Jan. 2, 1964. thereafter at varying redemption pre:

(d) Callable at par on or after Sept. 15 1064. miums.
(g) Callable at par at any time.
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INVESTMENTS IN AFFILIATED COMPANIES

Total Owned by Can. Nat. System

par value at Dec. 31, 1951
Company outstanding Par value Book value
8
The Belt Railway Company of "
Ch1eag0 i T e e $ 3,120,000 $ 240,000 $ 240,000
Canadian Government Merchant
Marine, Limited............... 800 800 800
Chicago & Western Indiana
Railroad Company. ........... 5,000,000 1,000, 000 1,000, 000
The Detroit & Toledo Shore
Line Railroad Company....... 3,000,000 1, 500,000 1,500,000
Detroit Terminal Railroad
OPRIY il s st A as s el Sk n 2,000,000 1,000, 000 1,000, 000
Northern Alberta Railways
COTPANY.,, 2L S F 2ot o 12, 500, 000 6,250,000 6,250,000
The Public Markets, Limited. ... .. 1,150,000 575,000 - 575,000
Railway Express Agency, 2
Incorporated (no par value). ... 1,000 shares - 6 shares 600
Shawinigan Falls Terminal
Railway Company............. 300, 000 150, 000 62, 500
The Toronto Terminals
Railway Company............. 500, 000 250,000 250,000
The Toledo Terminal
Railroad Company............ 4,000, 000 387,200 . 387,200
Trans-Canada Air Lines............ 25,000, 000 25,000, 000 25,000, 000
Vancouver Hotel Company, s
Timitelis 20 LN L S e 150, 000 75,000 75,000 $36,341,100
Bonbs
Northern Alberta Railways Co. 1st. y
Mortgage Bonds............... $22,455, 000 $11,227,500 ©  $11,227,500
The Toronto Terminals Railway
Co. 1st. Mortgage Bonds........ 25,610,000 12,805, 000 12, 805, 000 24,032, 500
ADVANCES
The Belt Railway Company of Chieago...................cccuvvunn. $ 16, 502
Chicago & Western Indiana Railroad Company..................... 3,468, 525
Northern Alberta Railways Company.................c.vueeueene.n. 75,000
Railway Express Agency, Incorporated.................c...ccc..... 173,493
Shawinigan Falls Terminal Railway Company...................... 12,500 3,746,020
DEerosIT
R rnae-Canada Adr s . i o e e T e o T 11,000,000
Total. 5. S s A e s e e e $53,119, 620

MAJOR CONTINGENT LIABILITIES

TrE DeTROIT & ToLEDO SHORE LINE RAILROAD COMPANY

Assumed by Grand Trunk Western Railroad Company as joint and several guarantor by indorsement
of principal and interest of $3,000,000 First Mortgage 4%—50 Year Gold Bonds due 1953.
THE ToLEpo TERMINAL RarLroap CoMPANY

Assumed by Grand Trunk Western Railroad Company in respect of $5,800,000 First Mortgage 414%—
50 Year Gold Bonds due 1957. The guarantee is as to interest only and is several and not joint. Gran
Trunk Western’s proportion is 9-68%.
CHicaGo & WESTERN INDIANA RarLroaDp CoMPANY

Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease dated
1st. July, 1902, between Grand Trunk Western Railway Company and four other proprietary companies.
Obligation is for repayment of principal of bonds at their maturity, and of interest as it falls due by way of
annual rentals. The Grand Trunk Western’s obligation is for 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, 1951, are:—

Issued for “‘common’ property...............c..cevueunn $39,973,019
Issued for “‘exclusive’ property...................c...... 252,535
Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease dated
Ist. March, 1936, between Grand Trunk Western Railroad Company and other proprietary companies.
Obligation is to pay as rental sinking fund payments sufficient to retire bonds at maturity and interest as
it falls due. The Grand Trunk Western's proportion is one-fifth in the absence of default of any of four
other tenant companies. The bonds are First and Refunding Mortgage 424% Series ‘D"’ Sinking Fund
Bonds due 1962 and the amount outstanding at 31st. December, 1951, is $12,785,000.
C.N.R. Pension PLaN d
Reserves have been set up against contracts in force under the 1935 contractual plan, but not against
pensions conditionally accruing under that plan or prior non-contractual plans.
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CAPITALIZATION OF CANADIAN NATIONAL RAILWAYS

Balance at Per cent

Year 1951 31st Dec., 1951 of total
Equrry Caprran*
Government of Canada—Proprietor’s Equity:— - VNS
Capital stock of Canadian National Railway Com-. No change $ 18,000,000
G RS L L S M
Capital stock of The Canadian National Railways
. (e TR T b T e AR g YA S ni TS e ¥ il No change 378,518,135
Capital expenditures by Government of Canada on
Canadian Government Railways............... No change 379,877,514

$ 776,395,649 34-5%

BorrOWED CAPITAL

2 hdad Habtees s o e B T e S s & 43,833,206 $ 615,197,035
F Government of Canadaloans....................... 117,726,260 857,573,774

$1,472,770,809 65-5%
$2,249, 166,458 100-0%

*Excluding shares of subsidiary companies held by public—$4, 518, 890.

FINANCING
3 YEAR 1951

Funpep Desr

New issue:—
23{% Equipment Trust Certificates Series V"’

1951, maturing serially to January 15, 1961.. $ 13,500,000
Retirements:—
414% Canadian National Railway Company Twenty Year
Guaranteed Bonds, due September 1, 1951.............. $ 48,022,000
Equipment, Trusts—Serial payments........................ 9,169,000
214% Newfoundland Railway Registered Instalment Notes 142,206 57,333,206
Decreass inJunded debt. ........ 00 .oiy iisiinssnennnnns & 43,838,208
GovERNMENT oF CANADA
New loans:—
ROr CADILAIDMIDONON. .o |t Bl i s e oo ot mie o i $ 57,568,453
Ty i U g T o) RS U R PR p e 63,459,825 $ 121,028,278
Loans repaid:—
Rolling stock—Serial payments. ........................... 3,302,018
Increase in loans from Government of Canada.......... $ 117,726,260
Increase in capital debt............. A D SO $ 73,893,054

The issue of $13,500,000 224% Equipment Trust Certificates Series “V”’ 1951, dated January 15, 1951,
was made to finance to the extent of approximately 75% new equipment costing $18,788,862. The certi-
ﬁcat.es which mature in twenty semi-annual instalments were sold at a price of 99.00, representing an annual
interest cost to the Company of 2-95%. ;
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Capital stock
issued

$ 6,302,340
1,395,000

125,000

1,768,800
1,750,000

1,893,574
40,000

50,000

15,000
500,000

500

3,000, 000
250, 000
10, 000, 000
25,000, 000
9,550,000
18, 000, 000

1,000,000
2,000,000

2,000,000

2,000, 000
176,400

3,331,000
10, 000 000
5,000

5 000
200, 000

4 50,000

64, 000

2,000, 000"

100, 000
3,100, 000
200, 000
200, 000
3,000, 000
24,940, 200

SESSIONAL COMMITTEE
CarrraL Stocks OWNED BY THE GOVERNMENT oF CANADA
Company
number
1 Canadian National Railway Company........c.v..ioeuineonasssncionnnnnsesan
2 The Canadian National Railways Securities Trust.........
Carrral Stocks OWNED BY SYSTEM OrR PusLic
Owned by
Name of issuing company . company
number
3 Atlantic and St. Lawrence Railroad Com-
................................. 1
4 The Ba.y of Quinte Railway Company... 20
5 The Bessemer and Barry's Bay Raxlway
oy 10y e 0201 A S S S bR R 20
6 The Canadian Express Company........ 1
7 Canadian National Electric Railways... 20
8 Canadian National Express Company... 21
9 *Canadian National Railways (France)—
Sanca 30,000,000, ...« et s i 1
10 *Canadian National Realties, Limited. . . 20
11 Canadian National Rolling Stock Lim-
b1 MRS ST b TR R R B 1
12 *Canadian National Steamship Com-
panyy Lamiied s liad f A e s o § 40
13 Canadian National Telegraph Company 20
14 *Canacgan National Transportation, Lim-
................................. 1
15 The Canadian Northern Alberta Rail-
way Cotpann: sud S\ oo Tas e s 20
16 Canadian Northern Manitoba Railway
\Bo71 a8 0051 SRR et WIS AT (B TS 20
i The Canadian Northern Ontario Rail-
WAY COMPRNY -0 5 b b of St e 20
18 Canadian Northern Pacific Railway .
O DA Y Lt s s ol e Gt 20
19 The Canadlan Northern Quebec Railway
COTIDANY . T 5 S o sl RN s oy o 20
20 The Canadlan Northern Railway Com- .
21 The Canadun Northern Railway Ex-
press Company, Limited............. 20
22 Canadian Northern Steamships, Limited 20
23 Canadian Northern System Terminals
i ated).. /3 F i sk P a s et e ire sia e 20
24 Canadian Northern Western Railway
COTOPRIMNY 1.5 s TRV T s T Sl el b 20
25 *The Centmont Corporation.............. 28
26 Central Counties Railway............... 1
27 The Central Ontario Railway........... 20
28 Central Vermont Railway, Ine.......... 1
29 Central Vermont Terminal, Inc......... 28
30 *Central Vermont Transit Corporation... 25
31 Centml Vermont Transportation Com- oA
32 The Champlam and St. Lawrence Rail-
YoRd. COMPANY i - 61 %y e s Mot iy 1
33 *Consolidated Land Corporation......... 43
34 Duluth Rainy Lake & Winnipeg Railway g
BN L o AN A o
35 Duluth “ innipeg and Pacific Railroad
LB R NIRRT O B B e 36
36 Duluth, Winnipeg and Pacific Railway
COMRPBIY s 1w ts 5 v s b s an e o 05 20
37 *Grand Trunk-Milwaukee Car Ferry
GO DAT 5 v, o L ke A e 43
38 The Grand Trunk Pacific Branch Lines
COMDANN 5 5: o ds s s Rt e o s s Ve 40
39 The Grand Trunk Pacific Development
Company, Limited.................. 40
40 The Grand Trunk Pacific Railway Com- g
41 The Grand Trunk Pacific Saskatchewan
Rallway COmPanY. ... iusnosasinson 40

20,000

$ 18,000,000
378,518,135

§ 396,518,135 #

Owned by
public

$ 10,240

3,849,200

12,000
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CarrraL Stocks OwNED BY SyYSTEM OR Pusric (Continued)
Owned by
Name of issuing company company Capital stock Owned by
number number issu public
42  *Grand Trunk Pacific Terminal Elevator
Company, (Limited)................. 40 501,000
Grand Trunk (Western Raﬂroa.d Com-)
43 pany) GommON . v Wi s s, 1 20, 000, 000
Grand Trunk Western Railroad Com-
l pany: (Preferved).. /dmicid vl 25,000, 000
y The Great North Western Telegraph
Company of Canada (including
. $331,500 held in serow)............... 13 373,625 6,825
. 45 The Halifax and South Western Railway
( EOmpATY L L AN e e L T 20 iz 000 000
46  *Industrial Land Company............... 43 1,000
q 47 International Bridge Company.......... 1 1,500, 1000
48 The James Bay and Eastern Railway
. Sompiny h f s R e e 20 125,000
H" 49 The Lake Supenor Terminals Company
d | e e R TR (ORI MR 20 500, 000
50 The Maganetawan River Railway Com-
T e S e R T T s S R 1 30, 000
51 Mamtoba Northern Railway Company. 1 500,000
52 The Marmora Railway and Mining Com-
................................. 20 128, 600
53 The anesota and Manitoba Railroad
BT e § KR AICT Se SO 5 20 400,000
54 The Mumesota and Ontario Bridge Com-
................................. 20 100, 000
55 "Montreal and Southern Counties Railway
LR o S G S 1 500, 000 140, 600
56 The Montreal and Vermont Junction
Railway Company................... 28 197,300
57 *Montreal Fruit & Produce Terminal
Company, Limated .. 0. cisaenm«in 1 500
Carried forward . . s dot oiis vl s $ 186,388,839 $ 4,018,865
Brought forward................. $ 186,388,839 $ 4,018,865
58 *The Montreal Stock Yards Company.... 1 350, 000
59 *The Montreal Warehousing Company. .. 1 236,000 10,440
60  Mount Royal Tunnel and Terminal Com- i
pany, Eitarbed s o050 005 L Bk 20 5,000, 000
61 Muskegon Railway and Navigation
ST ST e e i eI SN 43 161,293
62 *National Terminals of Canada, Limited 1 . >
63 - National Transcontinental Railway
Branch Lines Company... 1 500
64 *The Niagara, St. Catharines and Toronto
Railway Company...........sveaeees 20 925,000
65 *The Niagara, St. Catharines and Toronto
Navigation Company (Limited)... 64 100, 000
66 *The Oshawa Railway Company... 1 40,000
67 The Ottawa Terminals Rallwa.y Com-
................................. 1 250,000
68 The Pembroke Southern Railway Com-
R e e IR S T Gl 0 U 1 107,800
69 Prince George, Limited................. 5 1 10,000
70 Prince Rupert, Limited................. 1 10, 000
71 The Quebec and Lake St. John Railway
(375 NS R UL o e e R S 20 4,508, 300 489,160
72 The Qu’ Appelle Long Lake and Saskat-
chewan Railroad and Steamboat
COTODIIY 7 . o i e S LR s e 20 201, 000
73 Rail & River Coal Company.. 1 2,000,000
74 St. Boniface Western Land Company 20 250,000
75 The St. Charles and Huron River Rail-
WAV - COMPADY . < i h s bt on hitos oo o 20 1,000
76 St. Clair Tunnel Company.............. 1 700,000
77 'The Thousand Islands Railway Com-
................................. 1 60, 000
78 The Umted States and Canada le Road
Can e T sk R P ST 1 219,400 425
79 Vermont and Provinece Line Railroad
............................ 1 200, 000
80  The Wmmpeg Land Company Limited. . 20 100, 000
s $ 201,821,632 $ 4,518,890

_ately operated properties.’’

The income accounts of companies indicated (*) are included in the System income account as ‘‘Separ-
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DELIVERIES OF NEW EQUIPMENT DURING 1951

Dieser-Evectric LocoMorIves Passencer EQuipMENT
20 1600 HP road locomotives 10 express refrigerator cars for Newfoundland
34 1500 HP road locomotives 50 baggage cars
10 1200 HP road switching locomotives
3 1000 HP switchers Work EquipMENT
34 800 HP switchers g 30 30 cu. yd. 50-ton air dump cars
2 660 HP switchers 4 steel snow plows
1 30-ton diesel-electrie locomotive crane
> 1 locomotive crane and pile driver
Frercar EQuipPMENT 1 8-wheel diesel dynamatic wrecking crane for
50-ton box cars Newfoundland
30 30-ton box cars for Newfoundland 14 mxscellaneous units built from salvage in
100 70-ton covered hopper cars railway shops

INVENTORY OF RAILWAY EQUIPMENT

Orders
On hand 7 On hand outstanding
Jan. 1, Additions Retire- ‘Conversions Dec. 31, Dec. 31,
1951  (See note) ments Added Retired 1951 1951 Y

Locomorives
Steam—Road............ 1,927 1 30 3 1,901
“ —Switching....... 546 4 3 539
Fleotric . .l gni s 27 6 33
Dxesel-electrlc—Road 56 64 120 29
4 —Sw1tchmg 121 39 160 33
Tobal. L gl 22k 2,677 110 34 3 3 2,753 62
FreicaT EQUIPMENT
CBOX GBTRT T s b 75,149 5,053 881 [ 393 78,928 3,670
s o I O e 5,883 71 53 5,759 900
Stackors: . kL e 3,132 3 32 3,103 10
Coalears. . ooy ot 16,117 160 739 49 15,489 4,665
Tank Cars. . /e o 231 7 224
Refrigerator cars......... 4,001 44 5 3,952 500
Caboose cars............. 1,731 3 27 78 1,785
Other cars in freight 1
BOTVIeR . e o b 37 31 6
d o, <8 NG R e e O 106, 281 5,219 1,825 78 507 109,246 9,635
PASSENGER EQUIPMENT B
Coach cars. : 1,132 15 7 1,110 .
Combination cars. : 264 12 14 266 5
Dining cars.... .. v 93 1 92
Colonist cars. . % 158 1 11 146
PArlOf CAPE .. v 2ot 60
Cafa'ohrn:. | 5 700 dan 26 6
Sleeping cars. I8 SRR 380 8 372 6
Tourist cars. 8 43 1 42
Baggage and express cars. 1,166 60 16 56 1 1,265 92
Postal cars. A 55 2 53 3
VOGTT T o M A 29 9 2 36 18
Other cars in passenger
service. 53 30 4 79
Totalh ol T sy, 3,459 99 53 70 34 3,541 124
Work EquipMENT .
Cars in work service. .. ... 7,947 58 313 393 8,085 132
Froaming EQuipMENT
Car ferries.. . ..5 41050 8 8
V2 P A re T 4 6 6
Steamers. ... ... ..i.. 0. 14 14
e e e Uy ok 5 5
Wk U bRty 3 3

Note: Includes Quebec Railway, Light & Power Company equipment acquired November 1, 1951, as
follows:— .
Locomotives—1 steam and 6 electric Passenger equipment—9 unit cars and 30 other
Freight equipment—23 box, 60 coal and units
6 other units Work equipment—7 units
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STATISTICS OF RAIL-LINE OPERATIONS——

TRAIN-MILES :
Freight SeIVI0e. . ... veevnneanesvnusenestasidisiireaensaine
Passenger service

g N T L e SO SRR M e e g R Pl A R R s (L
Dot Erasne il o, ot e B e ) sl LT

Locomorive-MILES
R PORRt BOTVACD 4% i s 5ot % i via's b e mom S0 el 9 e il e o o 0 0 s
PASSENZET BOTVICE. 1« oo e« ew dhse e sasunsnsssonspassaesasssanne
Train switching —Freight

b —Passenger

L Yard Switehing—Freight:.i ... o oo cudve S diwiaiadds ey

WOrk MeTVI0: i) ol b ie s e seee sty RO R e T
{ Total locomotive-miles. .. .......ccoivreeraenaeneiiinens

CaRr-MiLES

g Freight Service:

; R T U s T A B ok ST S A R S R
ST vt N I R SRR S e L R
Passenger coach and combinationears..............c...coinian
Slgeping parlor and observation cars...............c.oiiiniiiiaan

Passenger Service:
Loaded freight cars
DGy 1ReIRhD CAYE: o 5 A L, et U R LS T e s ek
Passenger coach and combinationecars................co..oeien
Sleeping, parlor and observation cars
Dining cars
0 SR A T e R B AL R S Pt
Motor unit cars..
Caboose cars

Total car-miles freight and passenger services
Work service

Total car-miles

AVERAGE MILEAGE OF ROAD OPERATED............cc0vinieinvnnnnns

FreigaT TRAFFIC
Tons carried—Revenue freight
Ton-miles—Revenue freight
IR U U e G e o BT SRR e e RS Y
I B RO o oy DR s e T TR i s A nled e s
Revenue per ton-mile
T T R O 4 LS SR S R T o S A
Ton-miles—Revenue freight per mile of road
Ton-miles—All freight per mileofroad.........................
Gross ton-miles of cars, contents and cabooses..................
Net ton-miles of freight (revenue and non-revenue)..............
Train-hours in freight road service

PasseNGER TRAFFIC
Passengers carried
T L G Y L AN ISR e SR N O T
L Y o T T MR s o e S R o Y
Revenue per passenger.................
Average passenger journey. ..
Revenue per passenger mile. .. ...
Passenger-miles per mile of road

Ner Rarwway OreraTiNG INcOME
Gross Tovenue per mile of TOBM. . .. .. . ity st srennanienon
Gross railway operating charges per mile of road.........2......
Net railway operating income per mile of road
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1951 1950
48,353,158 45,458, 577
24,412,847 221387001
72,766,005 67,845,578
2,300, 845 1,660, 668
75,156,850 69,506, 246
51,433,200 48,499,499
24,548,619 22,451,088
4,069,286 3,913,276
156,472 148,239
17,856, 977 16, 696, 883
1,787,151 1,678,613
99,851,705 93,387,598
2,515,865 2,924,277
102,367, 570 95,611,875
1,313,474,003  1,225,840,184
562, 081,865 530,990, 013
6.9%0,076 6,651,117
424,951 410, 567
97,282 34,650
8,071,015 8,026, 236
47,548, 666 44790, 469
1,938,607,158  1,816,743,236
627,687 687,577
89,545 82,782
63,831,093 56,183, 679
53,813,300 50, 546, 895
8,703,355 8,128, 985
81,970, 608 76. 286, 092
660,448 596, 160
990, 922 753,218
210, 686, 958 193,265, 388
2,149,204,116 2,010,008, 624
3,824 341 3,627,430
2,153,118,457  2,013,636,054
24,176-07 24,188-40
89,618,436 81,364, 658
36,434,821,058 31,988, 269,548
$408, 800, 344 $445. 780, 004
$5-56582 $5-47879
$0-01369 £0-01394
406-55 393-15
1,501,578 1,317, 500
1,624,019 1,451,268
83,088 584,508 77,219, 463,322
30,262, 386,491 - 35,103,861,182
3015, 621 2,805, 604
17,322,723 16,819,857
1,611.153.281  1,407,724,037
$47. 475, 661 $39. 889 206
£2-74066 $2-37155
93-01 83-69
$0-02047 $0-02834
66, 642 58,198
$25,845.15 $22,806.58
$24,786.36 $21,224.52
$1,058.79 $1.672.06
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REVENUE TONNAGE BY COMMODITIES

Year Year
1951 1950
Tons Tons
AcricurruraL Propucrs
L R R G R A S R 7,389,538 4,939,977
O S Sl W e e -+ 508, 563 474,822
(0 ) s U AN SR i g 1 2 1,407,428 1,116,847
RANEYA S ol D b N B S s 1,607,644 1,000, 342
1 e R S SRt B RS ek 4 L e 121,155 122,299
1R T e R e e ey 85,763 45,771
Other grain (including dried peas, beans, :
BOYR DEADBYI L woa il e e b 0 b 219,271 188,804
i T R e e e TR R s e LIRS Sy 975,448 923,044
Other mill products;.. .. ..ot seserensn 1,366, 531 1,663,433
Haviand straw s oo e nl St ny 103,086 138,770
BBOTLOR e h s U e SR o i Sk S 87,533 93,001
Aphlos (Tresh) vl st el b T s 76,446 86,892
iber fruit (fresho) . uirs - (8 o Lo Soals 326,872 279,946
Eatabaen. o R o 346,474 398,191
Other fresh vegetables................... 264,430 242,692
Other agricultural products............... 795,481 785,983
i v SRR S A SR B s 15,681, 663 - 12,500,814
ANmvaL Propucts
HEOTEPRL .. /) L it n et el g T 3 41,788 32,775
Cattle and oalves: ... coie et s we 216,712 275,195
P s e iR i BT S o 8,198 . 8,783
2 R S S S e R 122,964 122,477
Tonliry (Hve) o s e i el o 133 " 278
Dressed meats or dressed poultry (fresh
63 4% 507 10 g RO s TR B R AR g el 215,442 210,284
Dressed meats (cured or salted) 26,616 35,871
Other packing house products (edible). ... 92, 655 70,147
p o D S R R L e e i R 8,268 12,139
Bather o v S e L T e e 38,743 36,578
Ghepsh. L 8 % Pule Saniugells e S a il 24,841 25,712
i AR I e L A L Ao 29,460 33,593
Hides and legther ool o Lo ias ke 5o vigs 63,410 74,008
Other animal products (non-edible)....... 97,866 97, 668
obal ese il SR e LR 987,096 1,035, 568
Mine Probucrs
Anthracite ool il il hik . o i dieas mae s 2,377,551 2,543,195 165,644 6.51
Bituminons 00Mi. v Lidsis & o s s side st xs 10,728,805 11,339,124 610,319 5.88
Sub-bituminous coal...........cco0eennnn. 1,187,981 1,340,030 152,049 11.85
Lignitecoosl,. ilist sak Bl le L Ioni sl 738,923 723,653 15,270 2.11
Ak R A s L T L S e 969,031 926,845 42,186 4.55
Iron ores and concentrates................ 1,562,925 1,374,878 188,047 13.68
Copper ore and concentrates.............. 213,218 236, 386 23,168 9.80
Othexl') oi'les and concentrat?is .............. 2,991,499 2,598,251 393,248 15.14
Base bullion, matte, pig and ingot (non-
ferrous metals)..p. ............ ( ....... 616,871 602, 087 14,784 2.46
Band and gravel: 0ot R et 2,299,310 2,185,148 114,162 5.22
Stone (crushed, ground, broken) 2,906,225 2,443,199 463, 026 18.95
Slate, dimension or block stone. } 74,934 89,378 14, 444 16.16
Crude POLTOlEMIN L w3, ) 25 . ook Sabition kit st 248,812 1,126,383 877,671 77.91
Asphalt (natural, by-product petroleum). . 404,825 384,877 19,948 5.18
Bl St Sk D b BT TS 553,375 457,833 95,542 20.87
Other mine products (not fully processed). 2,514,944 2,210,817 304,127 13.76
otal. o et b i ARy 30,389,229 30,582,084 192,855 .68
Forest Probucrs
Logs, posts, poles, piling.................. 945,753 601,668 344,085 57.19
Cordwood and other firewood............ 211,704 257,559 45,865 17.80
SRR B S R S e 63,252 47,009 16,243 34.55
PAlnwo0d: . ol e 7,321,157 4,232,336 3,088,821 72.98
Lumber, timber, box, crate and cooperage
material. i i, s iy il b 4,766,706 4,956,332 189,626 3.83
POt S iaa s s b i b SO e 115,469 95,003 20,466 21.54
Other forest products. .. ..........c....ccun 266,553 317,578 61,085 16.07
Fobal i s oo sl on AT Gk a s 13,690, 594 10,507,485 3,183,109 30.29

Carried forward............. 60,748,582 54,625,951 6,122,631
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REVENUE TONNAGE BY COMMODITIES (Continued)

Year Year Increase or
1951 1950 decrease
Tons Tons Tons Per cent
Brought forward...... ... ... 0. 60, 748, 582 54,625,951 6,122,631
; MANUFACTURES AND MISCELLANEOUS
’- ) R R A T e 2,042,123 1,992,205 49,918 251
; Petroleum oils and petroleum products g
- (except asphalt and gasoline)......... 1,956, 627 1,824,254 132,373 7-26
E: L TR TS e R KW R T 298,870 306,022 Tido® 2-84
E Iron, pig and bloom............cc........ 604,970 599,476 5,494 .93
Rails and fastenings.................¢0.... 68,328 56,724 11,604 20-46
Iron and steel (bar, sheet, structural, pipe) 2,049,387 . 1,621,418 427,969 26-39
Castings, machinery and boilers.......... 337,065 304,410 32,655 10-73
Betnont;s70e bk AR TRy R pen Ju ] 993,759 933,373 60, 386 6-47
f‘ Brick and artificial stone................. 414,683 341,498 73,185 21-43
Tameahd DIASEET.! .5 L. sas s ke sinns e 581,876 562,267 19,609 3-49
Sewer pipe and drain tile................. 63,650 58,027 5,623 9-69
Agricultural implements and vehicles
Sther tRan aBtO8. S/ ... 0 s ek 367,707 349,326 18,381 5-26
Automobiles, auto trucks and auto parts.. 2,135,524 2,461,632 826,108 18-25
Household goods and settlers effects. . ... 15,080 15,497 417 2-69
Bariitaee, .t i s O B L e 69,450 63,571 5,879 9-25
RO ATOR 1o\ ksl T v B s B 2% i paiaie wialis 365,507 305,954 59,553 19-46
Fertxhzers, 211 T (e S e S s ok 1,017,687 995,762 21,925 2-20
INOWBPPIN- DADAY .. .0y ot st oimaioind s bsn o oarsin 2,195,111 2,082,046 113,065 5-43
R OI DO o 20 ot Al e A e s s il B 428,548 370,596 57,952 15-64
Paper board, pulpboard and wallboard
CBRNEEY s A L e e g 705,434 637,100 68,334 10-73
O e I  BIS Pe O  SE N R 1,642,026 1,351,377 290, 649 21-51
Fish (fresh, frozen, cured, ete.)........... 83,241 95,407 12,166 12-75
Canned goods (all ‘canned food products) 630, 081 605, 860 24,221 4-00
Other manufactures and miscellaneous.. 7,969,875 6,959,614 1,010,261 14-52
Merchandise (all L.C.L. freight)......... 1,833,245 1,845,291 12,046 <65
4 e’ Py SRR T e C o S R PR L 28,869,854 26,738,707 2,131,147 7-97
Giranditobali 55, 5 Ol el < ivivs 89,618,436 81,364,658 8,253,778 10-14

OPERATED MILEAGE, 3lsr DECEMBER, 1951

OperATED RoAD MILEAGE Owned Leased Trackage Total

B ALIROEI0 BAgiON: 3% i o o Sl crdiatbia o laiiareymoeas 3,790-62 6-41 82-95 3,879-98
LR, R AN S S RV SR I 7,146-93 347-91 5564 7,550-48

I ORb A RERTON. o4 X eiaat nive 5 o Siics BB A 11,341-42 34-84 92-54 11,468-80
Grand Trunk Western Lines.................... 883-10 9-50 59-75 952-35
Central Vermont Lines.............ccouuuinien. 80341074 = L5 58-73 421-83
Total first main track....v........ive.. 23,525-17 3908-66 349-61 24,273-44

Finpirin CaadS, .. .. ok Sedient x s v od g sl s s, 22,063-54  216-79 226.74  22,507-07
Lines in United States..........ccoivvivensnen. 1,461-63 181-87 122-87 1,766-37

OreRATED MILEAGE ALL TRACKS

Farst mmin Praak. . . L0 LR L 23,525-17 398-66 349-61 24,273-44
Secontd A track. ... . v L e s sr et e 1,229-63 9-31 72-16 1,311-10
THind TRIn STROK . ..o i) B s b ks meide s 80:02 " vss v 3-49 33-51
Fourth and other main tracks.................. RO e 5-09 15-87
Spurs, sidings and yard tracks.................. 6,171-05 127-71 1,300-02 7,598-78

datalall traeleal v it tith i ot hcanios 30,966-65  535-68 1,730-37 33,232-70
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And then the rest of the report consists of the balance sheet and statistical
tables which I hope will give the comxmttee a fairly comprehensible grasp of
activities.

; The CHAIRMAN: Thank you very much, Mr. Gordon. Now, if the members
will refer back to page 6 we will take up operating revenues and operating
expenses.

Mr. MACDONNELL: Mr. Chairman, there is one general questlon I would
like to ask at this time.

The CHAIRMAN: Yes.

Mr. MACDONNELL: Perhaps it should be addressed to the minister rather
than to Mr. Gordon. I notice that with respect to the board of directors, the
number is very small; am I correct, only five or six altogether?

Mr. GorbpoN: Yes.

Hon. Mr. CHEVRIER: Yes, that is right.

Mr. MACDONNELL: Now, I would like to ask you this question: is it a matter
of policy to keep the board so small? I am sure that Mr. Gordon would agree
with me in general that it is a good thing for an executive head to have as much
in the way of fresh ideas from outside as he can get. I don’t mean the directors
should interfere with management,but I merely mean that you get fresh views
if you have a fairly wide range of people on the board, I would have thought;
and I would like to know whether that conclusion was arrived at as a matter of
policy. It seems to me that you deprive yourself of the advantage of outside
views.

Hon. Mr. CHEVRIER: In the first place, these members of the board of
directors are permanent, they are not employed in an advisory capacity.; They
are appointed by the Governor in Council to administer the affairs of the
railway; and while there have been representations from time to time to
increase the number on the board, the government has not seen fit to change it..

Mr. MACDONNELL: By the way, Mr. Minister, how often does the board
meet?

Hon. Mr. CHEVRIER: Once a month. Every time a vacancy is about to
arise the question comes up as to whether we should not change the geographical
location from which the member of the board comes; and the question also
arises as to why there should not be more representatives from B.C. or additional
representation from Newfoundland. But, until we amend the Act under which
the board is appointed the position remains as it is now because the Act provides
for a seven man board of directors.

Mr. MACDONNELL: I know that, but may I point out to you, Mr. Minister,
that there is such a thing as amending an Act. I would imagine the minister
could change his views as to whether it would be wiser to have a larger, a more
representative board.

Hon. Mr. CHEVRIER: I can tell you, Mr. Macdonnell, I have no pronounced
views on it nor, I am sure, do we have as a government. When the matter has
been up for discussion we have come to the conclusion that it would not be
desirable at the time the discussion took place to amend the Act, and we saw
no reason why we should change our views then.

Mr. MACDONNELL: Do you not agree with the view that a board more
comparable, let us say to that of the T.C.A. would be preferable? This board
represents an operating institution which is one of the largest in Canada, one
which has problems of extensive technical difficulty. That is why I raised
the question as to whether a wider representation on the board might not be
desirable, one through which ideas could be projected from the board through
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to the management; not to interfere with what management is doing, but rather
to offer assistance by way of comment, and sometimes of criticism; but, at any
rate, it is an opportunity of having fresher minds.

Hon. Mr. CHEVRIER: I believe that I can answer your question by saying
that I believe, eventually, there will be some provision made for a greater
number of directors on the board.

Mr. MACDONNELL: “Eve‘antually” is such a long word.
Mr. PourioT: What would be the number that you would suggest?

Mr. MACDONNELL: Well, Mr. Pouliot, I did not have it in mind to suggest
any particular number, I was just dealing with the general idea of the
possibility of a greater representation on the board of directors.

Mr. PouLioT: You are going on the assumption that the more numbers you
have on the board the better will be the result. Speaking personally, I am for
quality and not for quantity. The purpose of the board of directors is to
advise the management, and, as I see it, the more advisers we have the more
difficulties we may expect. i

Mr. MACDONNELL: Not with a man like Mr. Gordon; he keeps the directors
in their place.

Mr. PouLrior: But Mr. Gordon is not the only man. We must have a board
of directors to give direction to the board of management. The board of
directors cannot have any say in the operation of the road so what difference
does it make anyway.

Mr. MAacpONNELL: Let me put it this way, Mr. Gordon; again, I don’t want
to appear to be interfering with the management; that is to say, I think the
president and the executive are responsible. On the other hand, there are a
great many conclusions which Mr. Gordon has to make which are very far-
reaching and which I presume he brings to the attention of the board from time
to time asking for their advice. And when I say I do not want the board of
directors to interfere. with management, I do not mean that they should not
make decisions. They could make very important decisions, but they are
decisions to be carried out by the president.

Mr. Girris: Has it not been your experience, Mr. Macdonnell, that the more
men you get around a table, the longer it takes to get a decision?

Mr. MacpoNNELL: I think there is something in what you say.

Mr. GiLris: It generally boils down to one fellow making a decision and the
others agreeing with him.

Mr. Gorbon: It is a fact that in the day to day operation it is necessary that
the head of any organization should be free to exercise his own judgment in
regard to the immediate situation. But on broad questions of policy, that is
where the board of directors functions. There are questions of policy and
questions of broad interest to the operation of the property as to which the board
of directors certainly should express views. Speaking for myself, I make it a
very definite point to bring before the board of directors any questions of that
type. Therefore I do not want to let your comment pass, that the board of
directors do not do anything, because they certainly do. They make a very
vai}xable contribution in regard to the decisions taken in respect to general
policy.

- Mr. GIprs: I did not ‘mean to say that they do not do anything. I was
simply drawing a conclusion from what Mr. Macdonnell had said. He wanted

to have a big board, but with no right to make policies or to direct the
management.
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Mr. MAcpoNNELL: I think that Mr. Gordon has stated it very accurately. I
did not intend to imply that they were just going to be a lot of rubber stamps.
I think the board of directors can be useful in questions of policy.

Mr. PouLrioT: Rubber stamps or statues?

Mr. Mort: I think, Mr. Chairman, there should be better geographical
representation on the board of directors; with the great increase in development
in British Columbia, I do not think you have a member of the board of
directors who is from that province. I understood'your wish was to have the
directors closer in order to attend meetings of the board. Have we a repre-
sentative from the west now, and if so who is he?

Hon. Mr. CHEVRIER: Mr. Parker is a resident of Winnipeg.

Mr. MorT: That is the very answer I got the year before last, namely, that
Winnipeg is as far west as the directors go. But I think, having regard to the
great increase of industry in both British Columbia and Alberta, and in view of
the fact that the Canadian National Railways are doing so much, that there
should be a representative on the board representing those two provinces.

Hon. Mr. CHEVRIER: I think you made known those representations to me
and to the government on more than one occasion; so I am apprised of them,
Mr. Mott.

Mr. PouLioT: I am very sorry that I cannot agree with your idea of not
tampering with the management and I will tell you why. If you have a car
without a brake, where will you go? The idea behind having a board of
directors is that of bringing to the attention of the management the ideas of the
men on the street. It can be done with these six people, because these men are
in all walks of life and they meet people, and therefore they know the feeling of
people; so that when the company comes forward with a proposal of any kind,
they can give their opinions, which are then weighed by the company. The
company can then decide whether or not it can be done.

Mr. MACDONNELL: You seem to be agreeing with me, Mr. Pouliot, if I
understand you correctly.

Mr. Pouriot: We nearly always agree; but in this case, while I do not know
all the gentlemen personally, those I do know I think would be very useful
because they belong to other boards and they meet business men and they can
give to the management the opinions of the average business man or the average
citizen.

Mr. MAcDONNELL: If I gave you the idea in what I said that I had the
slightest degree of criticism in mind, then I have slipped badly. I said that
I thought it was possible to have a little more of a good thing. You said they
would be able to bring to the board a cross-section of public opinion and I
agree. But I think that 20 good men could do it better than 6 good men.

The CHAIRMAN: This matter has now been brought to the attention of the
committee. The members will remember it, and when the time comes for us
to draft our report, we may have something finalized. Shall we now turn
to page 67

Mr. GiLris: We are on page 6, are we not?

The CHAIRMAN: Yes, on general questions.

Mr. Giruis: I would like to ask Mr. Gordon what progress has been made
in regard to the straightening out of the capital structure in line with the
recommendations of the Royal Commission of Transportation. You made
reference in your report to the fact that the royal commission had recommended
some measure of relief. I notice according to this report that you are still
about where you were. What measure of relief did they recommend, and when
do you anticipate that that measure of relief may be forthcoming?
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Mr. GorpoN: I can only say that the railway has made its submission to
the royal commission, and therefore the next step is a'matter for the govern-
ment, and I think the minister is the one to comment on it.

Mr. GiLris: What measures of relief did they recommend? I have read
the report of the royal commission and I certainly remember the recommenda-
tions made by Mr. Gordon for a complete revision of the capital structure
and for some relief from that interest debt. But I did not see anything in the
report of the royal commission that I would interpret as being a measure of
relief.

Mr. Gorpon: Oh yes, there is a definite recommendation.

Hon. Mr. CHEVRIER: If my friend will read the chapter in the report dealing
with the capital structure of the Canadian National Railways, chapter 6,
at page 180, he will see there the recommendations made by the Royal Com-
mission on Transportation. They are pretty lengthy and fairly complicated.
I do not think you will expect me to go into them here. But with respect
to your question of what progress has been made, the President of the Canadian
National Railways has stated in his report that he hopes that something will
come out of these recommendations in 1952, and all I can say is that the govern-
ment has given, and is still giving careful consideration to the recommendations
of the royal commission. Whether or not it will be possible to incorporate
any or all of them, I am not in a position to say at this time. All I can say
is that we are giving them careful consideration and I hope that before the
session is over it will be possible to bring in a bill that will meet, in part at
least, if not entirely, the recommendations that the Canadian National Railways

have been asking for over a period of years, for relief from their capital
structure.

Mr. GiLris: I hope that the government has something definite in mind.
I read the report of the royal commission as well as its recommendations,
and as you say I think they are ambiguous, complicated, and mixed up; and
in trying to sort them out, I could not see very much relief in it. But I will
take the word of the minister for it.

Mr. MAcpoNNELL: He did not say that.

Hon. Mr. CHEVRIER: I would like to follow Mr. Macdonnell’s point and
ask my friend not to put words in my mouth which I have not said. I did
not say that the recommendations were complicated and ambiguous; but I did
say they were difficult matters.

Mr. Giuris: Oh, that is right; I added that.

The CHAIRMAN: Knowing Mr. Gillis’ deep interest in that problem I
allowed him to jump, as you noticed, to page 19 of the report.
Mr. GiLLis: No. It is right here in this review.

The CHAIRMAN: You will find the details are dealt with on page 19, under
the heading of “Royal Commission on Transportation”, and “Recapitalization”.
Are there any further questions, or shall I declare the item carried?

Mr. Pourior: Mr. Chairman, if you will kindly permit me; the recom-
mendations of the royal commission may be ambiguous, but the legislation
sponsored by the Minister of Transport is always well drafted,” and he is able
to understand it.

Hon. Mr. CHEVRIER: Thank you, Mr. Pouliot!

The CHAIRMAN: Are there any further questions then on ‘“Royal Commis-
sion on Transportation”, and “Recapitalization”? If not, I shall declare the items
carried.

Mr. FurToN: Wait a moment, Mr. Chairman. Could we not wait until we
come to them?

56818—4
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The CHAIRMAN: Well, Mr. Gillis did not want to wait, and knowing his deep
interest, I let him go on.

Mr. GiLris: I was sorry to see that the rallways were still carrying that
$46 million of interest charge.

Hon. Mr. CHEVRIER: $46 million?

Mr. GorpoN: Yes. That is the total of interest.

Mr. GiLris: Yes. 4 :

Mr. MAacpoNNELL: Did Mr. Gordon deal with the question of “Operating
Ratios”, or would this be the correct place for him to do so? I wish he would
say a word or two about it and perhaps give us some comparative figures, if
this is the convenient place.

The CHAIRMAN: I think perhaps this might be a good place to do it.

Mr. GorpoN: Page 29; is that the figure you have in mind, Mr. Macdonnell?

Mr. MACDONNELL: I mean actual.

Mr. GorboN: Comparative expenses?

Mr. MAcDONNELL: How much of the dollar it costs you to earn a dollar?

Mr. GorpoN: There is a comparison of our total revenue, 92.85.

Mr. MacpoNNELL: Would this be a convenient place to give us the com-
parative figures of other north American railways?

Mr. GorpoN: In a general way I would say that our percentage of operat-
ing in terms of expenses is perhaps somewhat higher than the class one railways
of the United States.

Mr. MACDONNELL: Do you not think it should be perhaps the most directly
comparative figures we could get?

Mr. GorpON: There are a number of qualifications, to be sure; that is,
there is nothing that you can compare with the Canadian National Railways as
such. If you take the United States Class one railways, they are, after all,
railways operating in a limited territory; there is no transcontinental railway
as such; there is nothing comparable in the way of our thin traffic lines which
have been built in the national interest, and so on. Therefore, when you look
at these things, you must come out with the conclusion, in so far as our operat-
ing ratios are concerned, that inevitably they are bound to be higher.

Mr. MACDONNELL: I am sure you have made clear the considerations to
be borne in mind, and I hope that we will have sense enough to accept them
as you have described them; but does this not give you a starting point?

Mr. GorpoN: I agree.

Mr. MacpoNNELL: What I am seeking is a comparison. Perhaps we can
leave it now and you will be able to say something about it later.

Mr. GorDON: Yes. I shall see what I can set up on it later on.

Mr. McLURE: Mr, Chairman, where can we find a breakdown of the operat-
ing revenues of the different regions of the Canadian National Railways?

Mr. GorpOoN: We do not break down our accounts in the form you are
thinking of, Mr. McLure, region by region.

Mr. McLuRe: Yes?

Mr. Gorpon: Our difficulty there is that there is quite an item of expenses
which we call common expenses and which has to be spread over the whole
system as part of the railway debt; so it is not possible to take out specific
regions in a form which would allow for proper comparisons of the kind you
have in mind.
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We can, for instance, take specific comparisons of given areas for our own
purposes, when we are trying to see whether or not their costs are higher than
in other places, but that is a technical operation which we perform for depart-
mental reasons. But you cannot get district comparisons of the type you have
in mind because there is a common expense factor which has to be spread
across the whole system.

Mr. PouvrioT: If a car is loaded at Halifax for Vancouver, what region
gets the credit for the freight? Is it Halifax—

Mr. Gorbon: The originating point.

Mr. CoopPER: It would have to be divided by regions.

Mr. GorpoN: You are thinking of what goes into the revenue account?

Mr. PouLioT: No, I want to know what region is credited.

Mr. GorpoN: Each region gets its share of the haul. We start off with the
originating point and then we spread it across where the haul takes place.

Hon. Mr. CHEVRIER: The Atlantic region would get the share up to Diamond
Junction, would it?

Mr. CooPER: It is divided into 50 mile blocks—that is the basis for division,
inter-regionally.

Mr. MACDONNELL: Are your operating costs dealt with in the same way?

Mr. GorboN: Costs are direct.

Mr. MAcDONNELL: I just wondered if it corresponded to the earnings
pattern?. :

Mr. GorbonN: Well, the cost factor does not arise. Costs are direct in the
place where they arise. They do not have to be spread over other regions;
they are applicable to the particular points.

Mr. PourioT: The cost in each region is separate?
Mr. GorpoN: Yes.

Mr. Pourior: Whether freight charges are paid in Halifax or in Vancouver
each would have a share?

Mr. Gorbon: Generally speaking we would give each region its share of the
revenue that arises out of the operation in that particular region.

The CHAIRMAN: Is that share based on the rate structure or on the mileage
haul?

Mr. GorboN: Its basis, as Mr. Cooper pomts out, is a railway division of
50 mile blocks.

The CHAIRMAN: What do you do where there is a long haul with a low
arbitrary?

Mr. GorpoN: The same would apply.

The CHAIRMAN: So it is really based on a proper allocation of the freight
rate?

Mr. Goroon: That is what we try to do, yes.

Mr. McLure: I have another question in connection with that. In the case
of the Prince Edward Island regions and a long freight haul originating there,
what proportion would be credited to the car ferry? Or, is it just taken in as a
portion of the road?

Mr. GracEy: It is a ton mile proportion.

Mr. Gorpon: Mr. Gracey might answer the question. He is our comptroller
and he will explain it.

Mr. GrRacEY: Would you repeat the question?
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Mr. McLuRre: My question is simply this. If you were apportioning or
crediting the long haul freight would the connecting link from our province to
the mainland, meaning the car ferry system, be credited with their proportion
of the long haul rate right straight through as an operating revenue? For
instance, if there were thirty carloads—

Mr. GorbpoN: Do you mean to ask whether we include the car ferry as
part of the Prince Edward Island operation?

Mr. McLure: Or by itself?

Mr. GRACEY: By itself, yes.

Mr. GorpoN: We do not maintain a record of revenue on the Prince Edward
Island division as distinct from the Atlantic region as it is an integral part.

Mr. McLURe: The reason I bring the question up is that from time to time
we see in Public Accounts the fact that there is a deficit on that railway. As I
have always said, the word “deficit” should never occur there because it is a
service. However, the bookkeepers still call it a deficit. I was wondering
whether from time to time anything is credited to it to overcome that deficit?

Mr. Gorpon: I should point out that the cost or the deficit, or whatever you
want to call it, of the ferry is not included in the Canadian National accounts.

Mr. McLure: No, I know it is not.

Mr. GorpooN: It is not in this report at all.

Mr. McLuRre: But it appears as a deficit from the C.N.R. to the government
and a vote is given each year. I always say that it is a service which must
be rendered and it is not a deficit. When we apply for improvement they
always turn around and say: Well, here is a deficit.

The CHAIRMAN: I take it, Mr. McLure, that what you want to be assured
of is that in arriving at this deficit, proper credit is given for all the earnings of
the ferry?

Mr. McLURe: There would not be a deficit as it would be based on the
service which the government has to render.

The CHAIRMAN: Are there any further questions on operating revenue?

Mr. MACDONNELL: I have one general question which perhaps might be
left but I would like to hear Mr. Gordon say something as to it if it can be done
conveniently. I refer to the effect on the C.N.R. earnings of the tremendous
increase in trade with the United States. Perhaps that is too vague but I notice
an increase of 73 per cent in pulpwood traffic, and I mention that only as an
instance?

Mr. GorboN: Yes.

Mr. MACDONNELL: Would there by anything in your accounts which would
enable you to say, even-as a rough venture, how much of the increase in your
earnings came from the tremendous increase of trade with the United States.
For instance, would your Chicago, Portland and other American connections
show great change?

Mr. GorpoN: Our United States lines are kept separately from our general
accounts. We could tell you the operations, for instance, of the Grand Trunk
Western.

Mr. MACDONNELL: When you say they are kept separately do you mean
they are not included here?

Mr. Gorpon: No, but we can give you figures for the United States lines. In
other words, we can tell you the results for the Grand Trunk Western or the
Central Vermont railways.

Mr. MACDONNELL: Are those accounts not carried into this?
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Mr. GorpoN: They are included in this over-all, and I think we can give
you something later to indicate the improvement or otherwise of traffic carried,
in the United States in 1951. However, I do not think I can answer your
question completely because, I take it, you would like to know the amount of
improvement in revenue that comes from an over-all increase in export traffic
to the United States. We will have to look at that and see what we can do.

The CHAIRMAN: I wonder, Mr. Gordon, if a breakdown of that $41 million
figure of increased volume of traffic would not give Mr. Macdonnell his answer?

Mr. GorboN: If you turn to page 45 you will see our revenue tonnage there
by commodities. Pretty generally you will know what it is. Take wheat, for
instance, you will see an extraordinary tonnage of wheat in 1951 as compared
with 1950. You know that as a general thing wheat does not go to the United
States. . :

Mr. MACDONNELL: How much of that would go through Portland?

Mr. Gorpon: I forget, but relatively not very much. You will see that the
table of breakdown of revenue tonnage bears out what I have stated in a
general way in the report—that we have handled a very large amount of low
rated traffic so our earnings per ton are lower than they were in 1950.

Mr. MAcDONNELL: When you are giving figures as to the comparative oper-
ating statement, I take it you might be able to indicate something of the effect
that your low grade traffic has—as compared with some other forms.

Mr. GorponN: Yes, we can do that.
The CHAIRMAN: Are there any further questions?

Mr. Girris: Would I be in order to ask Mr. Gordon about the $381,654,000
set out as the total wage bill?

Mr. GOrpoN: Yes.

Mr. GiLLis: You said that included salaries and administrative costs.
Mr. GorpoN: You would like to know the labour cost by itself?

Mr. GiLLis: Yes, the percentage of that figure—

Mr. Gorpon: Charged to operating? I do not know if that quite answers
your question. We have a breakdown here. This total I have before me here is
a breakdown showing labour costs as distinct from our material costs in our
operating expenses. Labour cost in 1951 was $350,713,000.

Mr. GiLLis: That includes administrative expenses, salaries?

Mr. Gorbon: No, labour only. I do not want to mislead you and I think
I am.

Mr. Girris: I think you are.

Mr. Gorpon: Yes, and I do not intend to. At least I think that what you

want to know is what might be called manual labour as distinct from other
forms of administration, is that it?

Mr. GiLris: Yes.

Mr. Goroon: Well, that figure I gave you is certainly not that.
Mr. Girris: No, I did not think it was.

Mr. GorpoN: We could get that for you.

Mr. GrLris: I would like to get it.

Mr. GorboNn: There is a problem as to where you break down the total.

For example, a section man is labour; but a road master, is he “labour” or
“supervision”?

Mr. Giris: I would say he is labour.
Mr. GorpON: Assistant superintendents, telegraph operators?
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Mr. Girris: I would consider that all labour.

Mr. GorpoN: The only way I can get you the figure is to know what you
are trying to define as labour.

Mr. GiLLis: When you use the words wage bill, which you did, my inter-
pretation of wages is wages that are paid to anyone who is in an operating
position on the railroad, who has to do with the moving of a train. What
I would like to get is the percentage of administrative cost. Now, my inter-
rretation of an administrator is yourself, the staff you have here and the staff
you have in the offices across the country.

The CHAIRMAN: Would labour include a station agent?

Mr. GiLLis: Yes.

Mr. Goroon: I would be glad to show you a table here which would
perhaps meet your purpose, but again it is a question of where is the breaking
point. Is a foreman labour?

Mr. GiLris: Yes, I would say he is labour.

Mr. Gorbon: Yes, but some people would not; some people would say a
foreman is a supervisor.

Mr. Giuiis: I would not say that. I would say that anyone who has to do
with the movement of trains is labour.

Mr. GorpoN: I can show you, then, that on this breakdown table I have
before me there is a total cost of salaries and wages amounting to $59,833,000—
a breakdown under what is called ‘“general”. Now, under that heading of
“general” we include executives, general officers, superintendents, architects,
draughtsmen, engineers, chief clerks, other clerical forces, stenographers,
machine operators, and so on and so on. Now, I do not like to make a distinc-
tion and say that a clerk is not a labourer. He works just the same as a fellow
with a pick axe, but what you would like to know is the wage bill of the
people using material, using tools?

Mr. Giuis: Yes, that is right, operating trains, conductors and switchmen.

Mr. GorpoN: And then I have another heading here, Maintenance of Way.

Mr. GiLris: That is labour.

Mr. GorpoN: That amounts to $60,700,000. That includes such people as
road masters, foremen, supervisors, inspectors and assistants, bridge gang fore-
men, section men, and so forth. That is a physical job.

Mr. GiLris: Yes, sir.

Mr. Gorpon: There is $60,700,000 in that. Under the general heading of
Maintenance of Equipment and Stores there is $101,000,000. = That, aga'in,
includes different types and classifications of inspectors and stationary engin-
eers, firemen, coach cleaners and people of that type, but, again, that is under
the heading of Maintenance of Equipment and Stores.

Then there is a heading here called Transportation, in which we break
down $42,000,000. That includes train dispatchers, stationmasters, agents, and
it would include miscellaneous people like tower men who operate the gates
on level crossings.

Mr. FuLToN: Would it include the train crews?

Mr. GorpoN: No. The train crews come in the next item. We have an
item here of $84,000,000 which covers train and engine men, conductors, en-
gineers, brakemen or firemen, helpers. That is $84,000,000. And there is
$4,500,000 for yard masters, switch tenders, hostlers, etc. I have other items
here, the express department, $15,000,000; the communications department,
$13,700,000. :

And that total amounts to $385,000,000.
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Mr. GiLLis: Well, now, what is the figure for that classification you have
listed there as ‘“general”?

Mr. GorpON: The general figure is $59,833,000, and I will just read you
exactly what goes into that. It covers executives, general officers, general
superintendents, and other district officers on the system. It includes divisional
superintendents and other divisional officers of the system. It includes assistant
architects, draughtsmen, resident, assistant, and junior engineers, chief clerks,
and all other clerical forces, stenographers, machine and phone operators on
the system, and then there is a small item for miscellaneous employees.

Mr. GiLLis: Well, that answers my question to my complete satisfaction.
I wanted to get that “general” group separate from the others.

Mr. GorpoN: It has just been called to my attention that of the $59,800,000
that I mentioned, $32,800,000 of that figure is covered by clerks and other
clerical forces; it covers the general body of clerical assistants out of the
executive.

Mr. GiLLis: That is perfectly satisfactory.

The CHAIRMAN: While on this point, Mr. Gordon—you have given the
committee the cost of railway material index for 1951, related to 1936-38 base,
at 220-5. That is on page 9. Could you give us a similar index for labour
over the same period?

Mr. GorpoN: Yes, we have that here. Again, just checking my qualifica-
tions, because it seems to me there can be no straightforward answer to any
question in connection with railways. On the question of employees covered
by wage agreements, which, of course, is the great bulk of the railways
employees, the index has risen to 223-9, using 1936-38 as a base. I think that
is the figure you ask for?

The CHAIRMAN: Yes.

Mr. GorpoN: If you applied that to all employees it would be 212-3.

The CHAIRMAN: Any further questions on operating revenues?

Mr. McLuURe: Just one question. This pulpwood traffic increase; the
earnings from that would be all Canadian, would they not? We do not ship
very much pulpwood to the United States, do we? Pulpwood is shipped from
this country in another form, after it is processed into newsprint? We in
Canada are the largest producers of newsprint in the world.

Mr. GorpoN: There is a fair amount of pulpwood moved. I am just
wondering whether we have that figure in our tables.

Mr. Furton: It is on page 45.

Mr. GORDON: Yes, on page 45 you will find the tonnage figure for pulpwood
was 7,321,157 as against 4,232,336 in 1950. There was a very large increase in
the tonnage of that commodity. I have not the figure of the actual amount of
that that went to the United States. Some went, undoubtedly. It-is not an
important element.

Mr. McLuRre: No, but what I was wondering was whether most of that

pulpwood was processed in Canada and then shipped as newsprint to the
United States.

Mr. GorpoN: That is right.

Mr. McLURE: Because they are the largest buyers in the world and we
are the largest producers.

The CHAIRMAN: If there are no further questions on those two items,
operating revenues and expenses—



54 SESSIONAL COMMITTEE

Mr. MACDONNELL: It seems to me this would be the point at which to ask
- Mr. Gordon to say what are the comparable freight rate increases in the United
States as compared to Canada. It seems to me that it is relevant to have some
information of that kind. It is important information.

Hon. Mr. CHEVRIER: Well, the United States are still ahead of us, Mr.
Macdonnell.

Mr. GorboN: I have it here. The overall figure—I suppose you are not
interested in the breakdown—the overall figure shows that increases in freight
rates effective in 1952 would bring the United States increase to 79-3 per cent.
That compares with Canada’s total of 547 per cent. Are you looking for the
overall increaseg?

The CHAIRMAN: As long as the comparable figures are used we will get
the true picture.

Mr. GorbpoN: The actual increases authorized in the United States would
be—there is an increase which becomes effective on May 2—106-5 per cent.

Mr. MACDONNELL: Since when?

Mr. GorpoN: That would be since 1948—it is from 1938 really, to date.
The United States would be 106-5 per cent compared .with the Canadian figure
of 78-9 per cent.

.Mr. MACDONNELL: From 1938%

Mr. Gorbon: No, no. 69-9 per cent in Canada, as compared with 106-5
per cent in the United States as of May this year.

Hon. Mr. CHEVRIER: There was a recent increase in the United States?
Mr. Gorpon: Yes, and that becomes effective on May 2.

Hon. Mr. CHEVRIER: You are including that in the 106-5 per cent?
Mr. GORDON: Yes.

The CHAIRMAN: Before we adjourn at one o’clock, one matter has been
called to my attention, which is that the Defence Expenditure Committee rpeets
tomorrow morning and some members of this committee will, of necessity,
be absent. I think, this afternoon, if the committee is willing, we should give
the right of way and even go out of order in considering the report, if necessary,
in order that those members who will be absent tomorrow will be able to ask
the questions which they would want to ask tomorrow morning. I should also
indicate to the committee now as to our times of sitting. It has usually been
the practice of this committee to have an afternoon sitting on the first day, but
not to have an evening sitting on the first day; on the second day, to clean up
our work and sit in the evening if we require to.

Mr. MACDONNELL: Is it considered absolutely inescapable that this com-
mittee has to sit tomorrow morning?

The CHAIRMAN: Yes, Mr. Macdonnell. We have not only the president
here but the vice-president and the high ranking executive officers, and we
cannot keep these men sitting around Ottawa at our convenience.

Mr. MACDONNELL: They have passes on the train to Montreal.

Hon. Mr. CHEVRIER: Meanwhile they are sitting here doing nothing.

The CHAIRMAN: We will accommodate members of the committee, then,
who want to be away tomorrow morning. We will let them ask any questions
in advance of our work, but we cannot ask these officials to be absent from
their desks for more than two days.

.
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AFTERNOON SESSION

)

AprIL 28, 1952.

The CHAIRMAN: We have a quorum, gentlemen; we will carry on. Are
there any further questions on operating revenues or operating costs?

Mr. FurLToN: Have you finished with paragraph 1?

The CHAIRMAN: If not, I will declare the item carried.

Mr. FuLToN: Paragraph 1, you mean, I take it?

The CHAIRMAN: No, it covers the whole subject of operating expenses.

Mr. FuLTtoN: I have something that I want to raise when we get down to
paragraph 23, under the heading operating expenses, employee compensation.
I thought that you were taking it paragraph by paragraph.

The CHAIRMAN: No.

Mr. FurtoN: That is all right. Under paragraph 23, I would like to ask
Mr. Gordon whether there has been any approach by the employees—I am
afraid that I do not remember the exact technical term for the employees con-
cerngd‘—but I mean those who went on strike—

Mr. GorpoN: The non-operating.

Mr. FuLToN: —in 1950. Has there been any request by them for a revision
of the agreement which was arrived at as a result of the recommendation of
the arbitrator? I am asking you that because early this Spring they approached
me and pointed out that the agreement was made operative for two years
whereas the normal contract arrived at by the ordinary collective bargaining
process was operative for only one year; and since about the time the decision
of the arbitrator was applied the increase in the cost of living has gone well up
at a pace even faster than was usual and therefore they were severely prejudiced
by their own inability to look for a revision or a new agreement except at the
end of two years. But to a small group who approached me I said that I
thought the proper thing to do in the first place would be to take it up with
the railway management and see if they were willing to enter into talks
recognizing the difficulty of the men, and they have indicated to me that this
particular local would find it difficult to do that, but they indicated to me
that there was some chance that their union would do it. I wonder if Mr.
Gordon would say whether there was any approach for a revision of that
agreement, or, if it was binding for the whole period of two years.

Mr. GorpoN: Yes. We have been approached by the representatives of the
non-operating trades who asked that we consider the fact that the cost of
living had risen since the agreement was signed and whether we would be
willing to discuss with them a revision®in wages for this reason. We met and
discussed the request with them and told them that our point of view was that
the basis of their request couldn’t be justified in that way. We pointed out
that the cost of living had risen roughly 12 per cent, but that their wages as
put into that agreement had risen by 25 per cent; and that if they were really
prejudiced in the amount of money, so to speak, it was by reason of the fact
that they had elected to take a 40 hour week instead of a 48 hour week, so we
feit that there was no firm basis for re-opening agreements which were
scheduled to run for two years. That is where the matter stands now; that
would be the non-operating groups. We have before us currently quite a
number of demands from the operating trades which are now in process of
discussion. '

Mr. FurLtoN: I do not want you personally to answer this, Mr. Gordon,
because I think that it should be discussed privately between the unions and
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yourself. Am I correct in my understanding that with respect to the position
of the non-operating trades they have the right under the arbitrator’s decision
to serve notice—is it six months before the explratmn of the two years?

Mr. Goroon: No, it is 60 days. - :

Mr. FuLToN: 60 days, and my recollection is—that makes it sometime
around September of this year?

Mr. GorpoN: That agreement expires in September of this year so notice
would have to be given to us 60 days in advance of that expiry date; they
would have to serve notice on us about the first of July.

Mr. FuLTOoN: Sometime about the first of July?

Mr. Goroon: That is right.

Mr. FuLToN: Then it would be sometime now before you will be taking
this matter up with them again.

Mr. GorpoN: Yes.

Mr. FuLTtoN: Unless someone else has a question on that point, Mr. Chair-
man, I would like to ask one on paragraph 27.

The CHAIRMAN: We haven’t reached paragraph 27 yet, Mr. Fulton; if you
don’t mind? Are there any further questions on the sections up to and including
section 26? If not, I will declare the first part of this report carried.

Mr. McLURE: With reference to purchases, I would like to ask one question
about the 10 per cent sales tax. Does the C.N.R. have to pay that 10 per cent
on all its purchases of supplies for individual lines?

Mr. GorpoN: Yes, exactly as a private company does.

Mr. McLuRg: That would be quite a large item, would it not?

Mr. GorpoN: Yes, it would be a considerable amount. I haven’t got the
detail down here. We might be able to get a figure on that for you. I have a
statement here which shows our taxes on materials purchased—that is really
what you have in mind?

Mr. McLURE: Yes.

Mr. GORDON: On them we paid federal sales tax estimated at $16,362,000
and a further amount of $3,331,000 in duty.

The CHAIRMAN: Shall paragraphs 1 to 26 carry? If so, we will go on
with—

Mr. PouLioT: Mr. Chairman, just before you leave that, I would like to ask
Mr. Gordon if they have any separate figures showing the relative earnings on
the central region as compared to the other regions. I would like to know
how much the earnings were on the central region, on the maritimes—the
eastern region, and so on.

Mr. GorpoN: While we have accounting figures for the various regions I do
not think we make a practice of breaking them down for the different sections.
Did you have in mind getting that information section by section?

Mr. PouLioT: Well, Mr. Gordon, I will tell you why I asked that. I under-
stand that the central region is the largest region on the system?

Mr. GorpoN: That is correct, in a sense; but, you see that is the difficulty
of taking one region—you might have more revenue there and that would
show in our accounting figures for that region; for instance, that might be the
one region on which you had your greatest volume of traffic.

Mr. PouLrioT: I know that, but there are regions in which you have less
traffic and which pay less. .

Mr. GorpoN: That is quite right, quite so; in other words, our heaviest
volume of traffic is in the central region and there we get our highest amount
of earnings out of the central region.
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Mr. PourioT: And the western region has the longest mileage?

Mr. GORDON: Yes.

Mr. PourioT: And the shortest mileage is the eastern, the maritime region?
Mr. GorpoN: If you are talking about region by region; yes, that is correct.
Mr. PouLioT: Yes.

The CHAIRMAN: Shall paragraph 26 carry?

Carried.

Then we will take paragraphs 26, 27, 28 and 29.

Mr. Furton: Under other income accounfs, paragraph 27; I would like to
ask Mr. Gordon if there is any figure included in that total in the form of
revenues from oil leases in Saskatchewan?

Mr. GorpoN: Yes, it appears in that general total.

Mr. FuLton: Can you tell us—I raised this simply because I remember we
had some, shall I say vigorous discussions about it a couple of years ago?

Mr. GorpoN: The annual rental earned from our oil leases, in total,
amounted to $326,875.

Mr. FuLToN: You use the word “rental”, Mr. Gordon: is that the usual
form of lease rental payable prior to any production?

Mr. GorpoN: We call that rentals, it is revenue from the leases.

Mr. FuLToN: From the leases; in other words, there has been no oil pro-
duction from this planned as such?

Mr. GorpoN: That is quite right.

Mr. FULTON: Are you in a position to give us any expectation with regard
to the production of 0il?

Mr. GorpoN: No, I am afraid I cannot do that. I do not know.

The CHAIRMAN: If there are no further questions on paragraph 27:

Carried.

On paragraph 28—sale of land.

Mr. MAcDONNELL: I noticed the sale of land is credited to income account.
It looks like capitalizing it.

Mr. GorpoN: I would like Mr. Cooper to speak to that. These are figures
we have argued about many times ourselves.

Mr. CooPER: It would be a capital gain but the amount involved is quite
small in relation to the size of our income account.

‘Mr. MACDONNELL: What do you mean by capital gain; profit?

Mr. CooPEr: Excess over the book price, yes.

Mr. MACDONNELL: I was not just clear as to what it meant.

The CP{AIRMAN: The Income Tax Department, if it were a private company,
would say it was a capital gain, a gain on capital account—any sale in excess
of the depreciated value.

Mr. MAcPONNELL: I did not realize that.

Mr. CooPeR: The sale price, to the extent that it recovers the original cost,
would be credited to our investment account; any excess over that is a capital
gain; but for our accounting purposes, we account for it through the income
account.

Mr. GorpoN: It is a matter on which a difference of opinion can exist.
There is no doubt about that.

: Mr. MAcDONNELL: I did not realize as I read this. It seemed at first blush
to indicate that this is land which you sold to Abitibi. Would it be a land grant?
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Mr. Gorpon: Originally; I will give you the details. It was land that was
originally obtained from the Grand Trunk Pacific Railway in 1909 and 1910
as a subsidy for construction of the Lake Superior branch, between Fort William
and Sioux Lookout. It covered 10 blocks of land between Fort William and
Sioux Lookout; and it comprised altogether 635,039 acres, with mineral rights.
But we sold the mineral rights in order to save taxes. We considered it very
carefully, and that was a decision which we weighed for some time, whether
or not we were to waive or to retain the mineral rights. But we came to the
conclusion that the taxes which we would have to pay in order to retain them
just did not seem to justify it.

Mr. MACDONNELL: What taxes have you had to pay per year?

Mr. GorpoN: I think I have that information here. The retaining of the

mineral rights would involve the railway in an annual payment of approxi-
mately $63,000.

Mr. MACDONNELL: I suppose there has been some geological assistance
sought with respect to this matter?

Mr. GorpOoN: Yes. It has been explored. We have given permits to people
for many years, and there have been prospectors in and out of that country,
and it has been gone over very completely. We also had that in mind when we
took our decision.

Mr. MACDONNELL: In your investment account, how did you arrive at it?
What was the amount of the investment? What price did you pay, and at what
price did you sell?

Mr. GorponN: Did we mention a sum here? Let us say we had a considera-
tion of $1,600,000. It was the difference between that and—oh, you had better
not give that figure. But we got a price which was a good price, we thought;
and I should say incidentally that that property had been leased to the Abitibi
Power Company on a long standing lease, which gave them cutting rights on
the property until 1970. Therefore the property was encumbered by that lease
which had been given to the Abitibi people, and therefore the Abitibi people
were the logical purchasers. If we had sold it to anybody else, it would have
had to be sold subject to the provisions of the lease.

Mr. MACDONNELL: Do you carry it in your investment account at the full
investment, and so on? I mean, would the taxes go into it as well?

Mr. GorpoN: The taxes would be carried in our income account.

Mr. MACDONNELL: So actually you are reckoning your profit, as you have
said, at a cost of $1 an acre.

Mr. GraceEy: That was not the profit. You asked for the value.

Mr. MAcCDONNELL: I was trying to figure out how you arrived at your
profit.

Mr. GorpoN: The profit should be put in inverted commas. What we are .
talking about is this: there is a difference between what we carry it for in
our books, our book value, and the amount which we received.

Mr. MAcpDONNELL: But how did you arrive at the amount which is shown
in your property investment account?

Mr. Gorpon: Originally?
Mr. MACDONNELL: No. The amount which was set out when you sold it.

Mr. CooPER: It was a figure which was arbitrarily set up for bookkeeping
purposes. As a matter of fact, the land cost us nothing.

Mr. MACDONNELL: Yes; but you had to pay the taxes from year to year.

-
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Mr. CoopER: That was not part of the cost of the property to us.

Mr. GorDON: We are getting income from the property in the form of a
lease. We are taking income in there and we are charging against the property
any expenses we have in the form of taxes or anything else for the upkeep of
the property.

The CHAIRMAN: Are there any further questions on paragraph 28?

Carried.

Are there any questions on paragraph 30, “Hotel Operations”?

Mr. McLURE: May we have the amount of the net operating gain for the
Hotel Charlottetown?

Mr. GorpoN: Would you look at the results? :
Mr. McLURE: And it also operates the Dalvay, a summer resort.

The CHAIRMAN: I shall now call paragraphs 30, 31, and 32 so that you
may have a full discussion on them.

Mr. GorpoN: The net operating income for all hotels is reported as being
$588,000. You will refer to paragraph 30, on page 9 at the bottom; the Chateau
Laurier showed a $388,000 profit. Did you want the other hotels? The Fort
Garry, $60,000; the Macdonald Hotel shows a loss of $164,000 which is due in part
to the fact that we are starting a write-off in connection with the extension we
are building in the Macdonald Hotel. The rest of them is $85,000. These are
profits, incidentally, $57,000 for the Nova Scotian; $13,000 for the Charlotte-
town; $16,000 for the Prince Arthur; $20,000 for the Prince Edward; $106,000
for the Jasper Park Lodge; and $13,000 for the Minaki Lodge; $3,000 for the
Pictou Lodge; and a shortage of $9,000 for the Newfoundland Hotel.

Mr. MacpoNNELL: What do you charge that on?

Mr. Gorpon: That is simply operating results; it does not include any
interest or depreciation.

Mr. GEORGE: What do you mean by “shortage” for the Newfoundland
Hotel? Is that a deficit?

Mr. GorboN: A deficit, yes; not a cash disappearance, no.
Mr. MACDONNELL: Are these hotels an easy load to carry?

Mr. GorpoN: The only effect of charging them with interest and deprecia-

tion would be to show that they are operated at a substantial loss right through
the picture.

Mr. MACDONNELL: Yes, I appreciate that.

Mr. GorponN: It would not make any difference to the results of our
over-all system. We take it in on one-side and pay it out on the other.

Mr. MacpoNNELL: Well, I am very old fashioned to prefer showing the
actual situation; and you must agree that is not the actual situation. It is not
the kind of thing that anyone, except it be a government enterprise or system,
would do.

Mr. GorpoN: We do it for our own information. The only difference
between the two methods is that in this system we just take in the net results
in our figures.

Mr. MACDONNELL: But in respect to the railway as a whole you are showing
us the full picture. So why do you feel it necessary with respect to these hotels

to show us such a highly unreal picture? Is it for the sake of the morale of
the employees, or what?

Mr. GorpoN: We have stated the net operating income. We have stated
the truth.
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Mr. MAcCDONNELL: I know; and I only ask you to tell us the reason.

Mr. GorboN: I cannot give you a reason at all except that it has always
been done that way. Have you any reason for it, Mr. Cooper?

Mr. MacpoNNELL: We did not expect you to say that.

Mr. CoorPER: The same might be said with respect to all the services of
the railway, such as the express and communications departments. If all the
interdepartmental activities of the railway were apportioned between depart-
ments, it would involve a very great deal of effort to arrive at the final result.
If you want to know the results of any separate operation, we can give you
the figure; but it is not usual in a system such as ours to have one department
charge another with interest or depreciation.

Mr. MACDONNELL: You say it is not usual in a system such as yours to have
one department charge another with interest or depreciation; but let us consider
the railways in the United States. Do any of them run hotels?

Mr. CoorPER: I do not think so, unless, they have separate companies for

that purpose.

Mr. MAacpONNELL: Would their express departments be treated in the same
way, or would they have to carry the load of depreciation?

Mr. CooreR: They do not have express departments such as we have.

Mr. Gorpon: This is a consolidated balance sheet; and when you have a
company which is a consolidation of a lot of other companies, they usually
wash out their interdepartmental entries as being meaningless. It is the net
effect that gets into the balance sheet; and most accountants wash out their
interdepartmental entries; and it is the totals which go into the consolidated
balance sheet, which this is. It does not cover the Canadian National Railways.
It covers the Canadian National System and it includes from 130 to 150 dif-
ferent units of departments of companies and so forth and it washes out any
interdepartmental entries.

The CHAIRMAN: Would this answer your questmn" Mr. Cooper has said
that he has the information available; and if he would give you the actual
detailed information, let us say, with respect to the Chateau Laurier Hotel,
would it answer your question, Mr. Macdonnell?

' Mr. MacpoNNELL: I do not want to labour the point and take up the time
of the committee; but I would like to make this observation: first of all, this
seems to me to be different from a good many other aspects of railway work
because it seems to me it is not necessarily a railway activity; it is one which
can be isolated. I do think—and I feel very confident about this—that in any
private business they would want to have that before them constantly; they
would want to have the exact results before them. I happen to live in a
Canadian National Railways hotel and I do not want them to raise their rates;
but it seems to me very desirable that the railway should not feel that it has
an operating income of $588,000 when it probably has a deficit. That is all.
I asked Mr. Gordon why it was done that way, and he said that it has always
been done that way. I wonder if when Mr. Gordon comes here next year he
would tell us if he has considered it on its merits and feels that it is either a
good thing or a bad thing; in other words, not tell us merely that it has always
keen done that way.

Mr. GorponN: I will justify it or I will tell you that I have changed it.

Mr. FuLToN: What is the practice of the Canadian Pacific Railway with
respect to their hotels? Is there any indication of their practice to be drawn
from their annual report?

Mr. CoorER: The Canadian Pacific would not charge their hotel department
with interest on their investment in hotels.
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Mr. FuLToN: Would they charge depreciation against the revenue of the
hotel? :

Mr. CooPER: Yes, they would, because they do so with all fixed property,
including their hotels and railways, but we do not. We do not set up deprecia-
tion on fixed assets. ;

‘ Mr. Gorpon: In view of the recent announcement by the government that
the Canadian National would be subject to income tax, we may be taking a
” new look at our accounting methods.

Hon. Mr. CHEVRIER: If Mr. Gordon takes a look and is able to produce a
! document which shows a deficit on these hotels, the government might decide
‘ to close down some of them. It would not be so good.

;‘ Mr. MacpoNNELL: That would be the government’s responsibility; but your
b argument, Mr. Minister, or what you are really arguing is that we should not
—you are implying that we do not want to look at the reality of the thing
; because it might be unpleasant. But I feel that in business it is very desirable
not only to have the relevant background, but to have it before your eyes as
i much as possible.

Hon. Mr. CHEVRIER: If we looked at the record, we would not build any
branch lines.

Mr. MACDONNELL: If we are going to build branch lines, we want to know
what is being done.

The CHAIRMAN: Paragraphs 30 to 40, property investment account.

Mr. FuLToN: You have not got anything there, Mr. Gordon, on the
Sherridon line. Was that not started last year in time to be reflected in
this property investment account?

Mr. GorpoN: There was a very small amount last year. It is mentioned
further on in the report.

Hon. Mr. CHEVRIER: Yes, there is a rather good statement on it on page 17—
under new branch lines.

The CHAIRMAN: Shall we deal with it under new branch lines?

Mr. FuLTtoN: Yes.
L The CHAIRMAN: Shall sections 30 to 40 carry?
‘ Carried.

Mr. MACDONNELL: Are you carrying 30 to 40 all at once?
| The CHAIRMAN: Well property investment account.

Mr. MacpoNNELL: I would like to hear something of the breakdown of
that $85 million.

Mr. Gorbon: If you will turn to page 32 you will see the breakdown of
the whole thing.

Mr. MAcDONNELL: There is a large figure for equipment. Perhaps when
you come to the 1952 budget you will be able to give us the information?
Mr. Gorpon: Yes, it is detailed in the budget report.

The CHAIRMAN: Are there any further questions on paragraphs 30 to 407
Carried.

Paragraph 41—financing.
The CHAIRMAN: Paragraph 41°?
Carried.

Mrj. MacpoNNELL: I would like to ask a question rising out of paragraph 41.
I notice in your operating expenses you show a large figure for the depreciation
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of equipment—page 28. Would Mr. Gordon say something about that kind of
depreciation of equipment and in general with regard to the rest of the operation
too? I notice that in your U.S. lines you have certain references to deprecia-
tion. Does that mean there is a difference with respect to the accounting on
U.S. lines, and would you say something about it? ‘

Mr. GorboN: We have a different system on the U.S. lines and on the
Canadian lines. Again I will have the accountant speak specifically because
depreciation accounting on the railroad is a very complex subject. Mr. Cooper
could make it much clearer than I.

Mr. MAcCDONNELL: I do not.want to take up the time of the committee but
I want to understand in a general way what is done with respect to depreciation
accounting.

Mr. CoopER: In so far as rolling stock equipment is concerned our practice
in Canada is identical with the practice in the United States—

Mr. MacpoNNELL: Which is what? Would you just describe it? I notice
you have a figure of $21 million for depreciation equipment, is that right?

Mr. CooPER: In our expenses?

Mr. MAcDONNELL: Yes? How is that arrived at?

Mr. CoopreRr: It is based on the original cost, with an allowance for salvage,
and the difference is ammortized over the expected life of the equipment.

Mr. MAcCDONNELL: What does “equipment” include?

Mr. CoopER: Engines, passenger cars, freight cars, and steamships.

Mr. MAcDONNELL: In other words, rolling stock or the equivalent?

Mr. GEORGE: We cannot hear a thing down here; they are carrying on a
private conversation.

Mr. CoopPeRr: In brief I may say that we charge expenses with 34 per cent
per annum on the ledger value of our equipment. Does that dispose of
equipment? f g

Mr. MAcDONNELL: Yes, I think it does.

Mr. CooPER: We have a difference in practice between Canada and the
United States with respect to fixed property—meaning stations, shops, bridges,
and things of that nature. I wish to exclude what is called track structure,
meaning rails, ties, fastenings, ballast—

Mr. FurToN: Infrastructure?

Mr. CoorPER: I beg your pardon?

Mr. FurTon: Just a passing reference.

Mr. CooPErR: What I am speaking about is not track structure, it is fixed
property other than track structure. In Canada the Canadian National Railway
does not accrue depreciation on fixed property, but in the United States we do.
Under the accounting rules of the Interstate Commerce Commission we are
required to accrue depreciation on roadway property, so there is a difference
between our Canadian and United States lines in that respect.

Mr. PouLioT: By “track structure” do you mean the right of way?

Mr. CooprER: Not the right of way itself. I mean the rails, ties, fastenings
and ballast.

Mr. MACDONNELL: Getting away from the words in technical terms, do you
in fact charge yourself in respect of your trackage on the whole railway line
with enough year by year to provide not only for repairs but renewals?

Mr. CooPER: Yes, provided you are speaking of renewals at original cost.
We do not provide through operating expenses for the difference between
original cost and the cost to replace a unit of property. If, for example, a
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water tank had been constructed twenty years ago at a cost of $10,000, and
if it were renewed today at a cost of $15,000, the full cost of the renewal
is not charged to operating expenses. : G

Mr. MacpoNNELL: Is that usual railway practice on this continent?

Mr. CoopER: It is standard railway practice, yes.

Mr. MACDONNELL: When you have a different figure for the United States
it does not indicate they are there in effect providing for it. As I un@lerstand
it you actually provide depreciation although you do not use the word. You
provide it providing the costs have not risen—although there is not enOugh
to take care of replacement which is in excess of the original cost in the
ordinary case?

Mr. Coorer: That is so, and that is the practice in the United States and
American railroads would not be permitted to do othéerwise.

Mr. JAMES: It would be practically the same in any industry?

Mr. CoorER: Yes. Depreciation is based on original cost and not on the:
cost of replacement.

Some Hon. MEMBERS: Carried.

Mr. PouLioT: Before it is carried is it possible to know the standard weight
of rail on the railroad?

Mr. Gorpon: That varies depending on whether it is a main track, a branch
line, a spur line, and so forth.

Mr. Pourior: What is the average?

Mr. GorboN: We range from the lowest class of 56 pounds to 132 pounds.
The 132 pound rail is what goes on the main lines—that is our super railway.

Mr. Pouriot: Yes, with steel plates under the rails?
Mr. GorpoON: In some cases, yes.

Mr. PouLioT: For the fast trains?

Mr. GorpoN: Yes.

Mr. Pourror: But that is not an answer to my question. I would like to
know the average weight of rail?

Mr. Gorbpon: I do not know if I-can give you an average weight. In main
line structure—what would you call a main line?

Mr. PourioT: Montreal to Toronto?

Mr. DinGLE: Well, in the case of Montreal to Toronto we range there from
roughly 115 pounds to 132 pounds.

Mr. PouLtor: I know down home that it is 120.

Mr. DiNGLE: It would be in that range, or a little lighter.

Mr. PouLioT: On the Montreal to Toronto line it is 130?

Mr. DiNGLE: The heaviest rail we have on the Atlantic region is 100 pounds.
Mr. Pourior: 100 pounds?

Mr. DINGLE: Yes, sir.

Mr. PouLioT: Trains go at terrific speed?

Mr. DinGLE: Yes, sir.

Mr. Pourior: Is it the intention of management to improve the rail
conditions?

Mr. DiNGLE: The rail weight depends on the density of the traffic. On
a heavy traffic line we will install heavier rail than on a light one.

Mr. Pourror: But it is a vicious circle. If you do not put heavy enough
rail on some types of railways you cannot expect much traffic?
56818—5
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" Mr. Goroon: We have to cut our coat according to the cloth. Every year
we come to this committee with a very substantial budget for relaying rail
and ballast and so forth, and we proceed as qulckly as we can with the labour
and supplies at our command. The railway is never built; it is always being
built. We are building it every day.

In our main lines we are trying, as quickly as we can, to brmg them up
to a standard which will be common.

Mr. POULIOT. But you will probably agree, Mr. Gordon, that the first
thing for railway safety is a good track structure?

Mr. GORDON: Quite so.

Mr. PouLioT: It is the basis of the transportation?

Mr. GORDON: v It is one of the safety factors. Of course we have that in
mind in connection with the speed and the loads on trains. We have rail in
mind when we marshal the trains; when we run trains through a given weight
of rail the operating instructions take cognizance of the fact that certain speeds
have to be maintained or kept in hand.

Mr. PouLior: What railway and branch railway lines have only 56-pound
rail?

Mr. GorponN: The 56-pound rail would only be on sidings or spur lines
where it is not a safety factor at all. There is practically no—or I do not know
of any important main line which would have 56-pound rail left on it. Would
that be right, Mr. Dingle?

Mr. DINGLE: We have 277-69 miles of 56-pound rail on the Atlantic region;
19204 56-pound rail on the central region and in the west we have 552+ 44 miles;
and on the Grand Trunk Western we have 10-80 miles.

Mr. Gorbon: If you consider that in terms of the figure of 24,273 miles of
main line track, as I say, it is not a factor of importance.

Mr. PouLioT: I am not so sure of that. What is the average life of rail?

Mr. DinGgLE: That depends.

Mr. PouLioT: The lifetime.

Mr. DinGLE: It is hard to say what the lifetime is. Where the traffic is.

heavy it is less than on the lighter traffic lines.

Mr. PouLior: Yes, but the average lifetime of rail is what?

Mr. DINGLE: Some rail has been in service thirty or forty or close to fifty
years on some of the lighter lines.

Mr. Pourior: Even more than that?

Mr. DINGLE: .I would imagine so, in some places.

Mr. PouLior: Would you please tell me lines in the Atlantic region where
the rail is only 56 pounds?

Mr. DiNnGLE: Well, the Temiscouata is one.

Mr. FuLtoN: Were you not practically forced into buying that?

Mr. DINGLE: I do not have a breakdown of the whole mileage.

Mr. Pourtor: But on what other lines in the Atlantic region have you
that rail? If you prepare a memorandum I will be satisfied.

The CHAIRMAN: Mr. Pouliot, would it be satisfactory if Mr. Dingle gave
you a typewritten answer to that question?

Mr. Pouvrior: Yes, Mr. Chairman.

Mr. GiLis: But I would like to see it in the record. I would like to find
out* where the rail is that has been down for fifty years.

The CHAIRMAN: Oh, it will go into the record.

Mr. Pourtor: We will take it up again after we study it.
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The CHAIRMAN: When you get the answer, if you wish to ask any supple-
mentary questions you may.
Mr. Pourror: Thank you, it was just an interlude.

Mr. JAMES: I have a question in connection with the Port Hope to Millbrook
line which was listed. I wonder if you are keeping good track of that. We
hope to be one of two places mentioned in the recent announcement regarding
the iron ore in Durham and Northumberland and for that reason I hope you
are keeping pretty good track of that line. When the time comes possibly you
will have a right of way and be able to put the rails back in if it becomes
necessary. I do not know whether you have any information on that? _

Mr. GOorRDON: Are you referring particularly to the line to Millbrook?

Mr. JamEes: That is the one.

Mr. GorpoN: I have no information before me particularly. Your qgestion
is whether we are keeping the right of way in such shape that if we discover
later that new business is offered we will be able to carry on?

Mr. JAMES: Yes.

Mr. GoroonN: I will take a note of that but I cannot tell you. Do you
remember if we decided to pull the rails up there, Mr. Dingle?-

The CHAIRMAN: Perhaps you would be content to an answer to that later?
Mr. JAMES: Yes, that is fine; there is no hurry.
The CHAIRMAN: Paragraph 42.

Mr. MacpoNNELL: Well, I am very conscious of the fact that I am taking
more time than some people and that is not because I want to do it but either
we are here to discover some of the important things or we are not.

The CHAIRMAN: Any questions you want to ask please ask?

Mr. MACDONNELL: Quite frankly I find it quite tiresome, when I am trying
to find information to have someone else say carried. I am quite willing to
stand aside in favour of others, but I don’t think we have explored this question
of depreciation sufficiently yet. It has been said, and with truth, that in an
ordinary company when depreciation is set up it is set up in respect of the
original cost, but that is not the final answer as far as the railway is concerned.
The ordinary company has found that replacement costs two or three times as
much. I understand the Trans-Canada Air Lines in their accounts is giving
effect to that. I was told the other day they were setting aside a special
amount because of the increased cost of things. What I want to get at is this:
with costs going up two and three times, as they have been doing in certain
cases, are we running into a tremendous cost which is pyramiding against us
in respect of replacement I think we should know it now, if that is so. On the
other hand, if the account is taking care of itself gradually there is nothing much
to say, and if Mr. Gordon assures us to that effect, I think I am content, but I
think we should be clear that we are not gradually getting into a situation where
the capital grants we are going to have to make to replace, say, for steel rails
and all kinds of other things will cost a greatly increased amount, and that we
are not going to be faced next year with extra tens of millions. Perhaps Mr.
Gordon will speak to that later. I think this is a very important matter.

Mr. Gorboon: I would like to say this, that each year this committee has
reported our capital budget and each year you will see there what it is we are
asking in the form of new equipment or capital expenditures for additions and
betterments, and each year you will see the amount we set up out of deprecia-
tion, and from those figures you can form a judgment as to what has happened
to our capital account. I do not know how it is possible to suggest a method of
depreciation which will provide for inflation. I do not know how you could
measure the degree of inflation to take place over the next ten, twenty or thirty
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years on a given piece of property. I do not know how to do it and I do not
think any accountant has found out, either. It is one of those accounting discus-
sions that we can have different views on all the time. The standard practice
has been, and confirmed in the United States railways, that we depreciate on
the original cost, and then the inflation that takes place in regard to cost of the
replacement is provided for when the new article is bought with a capital
requirement. Now, the same thing is true in reverse. Suppose we may get a
situation where the replacement cost will be less than the original cost.

Mr. MAcCDONNELL: This leads me to an item of $9 million here.

Mr. GorpoN: What happened there is that through the war $35 million was
set aside to take care of what is called deferred maintenance. In other words,
it was recognized that during the war it was impossible to get either labour or
material to maintain the railway currently to the extent which it should have
been maintained and there were very heavy arrears of maintenance that
accumulated through the war, so $35 million was set up and each year we take
the amount set over five years. That is, we took $9 million as the last portion
of that $35 million. g

Mr. MACDONNELL: And the reason for the credit is that that was all a special
fund that was brought in?

Mr. Gorpon: That is right. It was brought in again.

The CHAIRMAN: Any further questions on depreciation?

Carried.

Mr. PourioT: One question, Mr. Gordon. You probably are aware of the
fact that the railway bought two new steel bridges a year ago for the Temiscouata
Railway. One is at Edmundston and the other is at Riviere du Loup. These are
steel bridges and they have been lying rusting in the field instead of being put
into place. Why is that?

Mr. DiNnGLE: That was simply, Mr. Pouliot, because of the fact that our
bridge gangs were completely tied up on the Atlantic Region last year on account
of heavy floods on the Gaspé line. It is the intention to install these bridges this
year.

Mr. GorpoN: Incidentally, your reference to the bridges rusting and so
forth—I might say that that will not do them any damage. The bridges are
not being damaged at all by the way they are stored.

Mr. Pouriot: Well, the railway is not so good without the bridges.

Mr. Gorpon: I will agree a railway line without bridges is something to be
deplored.

The CHAIRMAN: Shall item 42 carry?

Carried.

Shall item 43 carry?

Mr. Furton: Could you give us a recapitulation of the purposes of the
borrowed capital, $73 million?

Mr. GorpoN: On page 36.

Mr. FurLTtoN: Yes. What I mean is, I do not recall—and I have not been
able in the time at my disposal to look at the debates and see—what actually
you wanted that capital for that you got last year. What are the major items or
classifications on which you use that capital?

Mr. GorpoN: Are you referring to the figure in paragraph 437

Mr. FuLToN: Yes.

The CHAIRMAN: The net increase in borrowed capital is $73 million. - That
shows on page 36.
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Mr. GorpoN: Your question here is complicated by the fact we are talking
about a net figure there, but if you will look at page 36 you will find that we
borrowed from the government during the year a total of $121 million, and out
of that $121 million, $63,400,000 was used to pay off a maturing obligation in the
hands of the public, and we paid off the public and borrowed the money from
the government. $57 million would represent general expenditures on capital
during the year in the form of the budget that we put before the committee last
year. It would cover the financing for the improvements to property during the
" year. It would cover such things as rolling stock, building track, building
stations, in fact, anything at all affecting the railway generally.

Mr. MACDONNELL: Would that represent everything that the railway
received during the year outside of its own earnings?

Mr. GorpoN: You see, first of all we spent our earnings and this represents
the additional amount of capital, at least the capital we spent.

Mr. MAacpDONNELL: Yes, I understand that, but is this all?

Mr. GorpoN: That would be the whole thing, yes. I am sorry; perhaps I
should have said that in addition to that, of course, we have our depreciation
reserves. We spent those, too.

Mr. FuLToN: As I see it from the table on page 36, the net borrowed capital
which you used for capital acquisitions, if I am using the right words there, would
be a total of $13,500,000, plus the balance of $57,568,000 remaining from what
you borrowed from the government. Would that be correct, a total of $71
million?

Mr. GorpoN: The increase is $73,893,000, you will see the figure at the bottom
of the table there; it comes out to the net figure. While our loan from the govern-
ment increased $117 million, the increase in our capital debt is only $73,800,000,
because we used the balance to pay off maturing debt.

Mr. FuLToN: Does that $73 million represent also the amount of new capital
assets that you acquired during the year?

Mr. Gorbon: Yes, it would.

Mr. FULTON: Are you able, then, coming back to my first question, to give
us—you see, what I find is that it does not correspond.

Mr. GorpoN: I see your difficulty, Mr. Fulton. That expenditure covers
- the fact, for instance, that we got 5,000 box cars—taking that as an example. It
. covers our equipment purchases and it also covers the expenditures for the
maintenance of the railway, at least, that portion of maintenance which we
regard as new capital. When we do a job on the railway our practice is to
consider part of it capital and another part general maintenance. If it is main-
tenance, we charge it to operating and if we regard a portion of it as new
capital, then we charge our capital account.

Mr. FurtoN: Could you indicate to me if there is any place in the report
where we can get any summary of capital additions and betterments?

Mr. GorponN: If you will look at page 42 you will see an inventory-of rail-
way equipment there and you will notice that we start with what was on hand
January 1, 1951, and then we show details of what we added during the year
and what we retired, that is, wrote off our account during the year, and also
what we did in our own'shops in the matter of conversion of equipment and
so forth, and that brings it to what we had on hand as at December 31, 1951.

Mr. FurToN: So those figures would mean that that $73 million represents
the capital portion of maintenance charges, is that correct?

Mr. GorpoN: Yes, I can give you that. We will take the equipment figure,

if we take the ledger value of our equipment as at December 31, 1950, the
ledger value increased by $57,183,000.
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Mr. Furton: I am sorry, I did not get that.

Mr. Gorpbon: If you will look at our property investment account on page
32, you will find a figure which comes out for our equipment, $57,183,000. Now,
that is part of the $73 million. You are referring to the rest of it and that would
be what I describe as being other capital projects. This is the rolling stock
portion, in other words, of the capital plant.

Mr. Furton: I do not want to pursue it to too fine a point, but I had in’
mind if we could get at what the railway acquired for this $73 million, and I
take it, then, that you can take $57,183,000 and say that is the balance, the
difference, between that and the $73 million figure you read, the last item you
mention.

Mr. GorpoN: That is right. Put it this way: property investment other
than rolling stock would be as good a description as any.

Mr. Furton: That would include the hotels?

Mr. GorbpON: Yes.

Mr. FuLtoN: The Edmonton hotel?

Mr. GORDON: Yes.

The CHAIRMAN: Any further questions on paragraph 437

Mr. MACDONNELL: Just one question on that figure on page 32. You refer
to two kinds of indebtedness there. The first you call, you speak of increase in
loans from the government of Canada, $117 million, which I understand is a
difference between the $43 million and the $117 million. Now, you say, increase
in loans from government of Canada, $117 million, increase in capital debt,
$73 million. You make a distinction there. The capital debt is something that
is funded and permanent, and this other figure you speak about just as a loan
from the government.

Mr. GorboN: Yes, this is the same thing as the funded debt, because the
last paragraph is the loan that carries interest, pays interest to the government
just as if it were any other loan. It is a temporary loan. It is intended—
perhaps I am speaking too fast here—but the intention is in due course we will
float a public bond to repay the government for this advance.

Mr. Picarp: Unless you get relief from the government and you are not
forced to pay it.

Mr. GorboN: That is something I could not comment on. We owe the
government money as a railway and we intend to pay it back. There is no
question mark against the validity of that loan any more than on any of our
debt that we owe to the public. ¢

Mr. PicarD: Any more than on your funded debt as a whole.

Mr. GorpoN: No, we regard this as being in the same category.

Mr. FurToN: Would we not be justified in assuming this, that you regard
loans made in recent years for capital acquisition in a different light from the
things you had in mind in your submission in respect to reduction of your
capital debt? As I understood it, what you had in mind there was old obliga-
tions which you took over and which, speaking generally and perhaps candidly,
you would not have, say, any chance of repaying. Surely, you regard these
in a different category from those?

Mr. GorpoN: That is the basis of the'submission we made for recapitaliza-
tion. That debt charge is much too high against the property; and what form
of relief we get for that will be for the government to determine.

The CHAIRMAN: Is it not true that the difference between the 'increase
in loans from the government, $117 million, and in the increase in_ capftal. t.lgbt
of $73 million is the net amount by which you have reduced existing liabilities
by retiring existing securities?
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Mr. GorpoN: The net amount by which we have increased our liabilities
in other words.

The CHAIRMAN: Well, an increase of $73 million—
Mr. Gorpon: That is right.

| The CHAIRMAN: All right, but the increase in your loans from the govern-
: ment of Canada is $117 million?

Mr. GorpoN: Yes.

? The CHAIRMAN: And the net difference between those two amounts is the
amount by which you have retired existing debt, securities?

Mr. GorboN: That is right, the extent to which we have paid off public
~advances. :

The CHAIRMAN: Certainly.

. FuLToN: That is, in other words, $43 million.

Mr. MACDONNELL: Yes, $43 million.

. GORDON: Yes. :

Mr. FurLToN: Where does that $43 million come from?
Mr. GorpoN: That was borrowed from the public.
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& The CHAIRMAN: All right, it was borrowed from the public—

8 Mr. GorpoN: And paid back at maturity.

{ Mr. FuLton: Paid for by the road?

' Mr. GorpoN: By borrowing from the government.

r ; The CHAIRMAN: So it is an exchange of a government loan for a 4-5 per
: cent liability owing to the public.

: Mr. GoroonN: I would not want to have the impression get abroad that we
regard a debt to the public in any different category, as any different form of
H liability. We owe that money and intend to pay it.

' The CHAIRMAN: Yes.

Mr. Gorbon: How we pay it is another matter.

; The CHAIRMAN: Right. I just wanted to take the occasion here to establish
the difference between the increase in loans from the government and the
amount which you show as an increase in your capitalization.

Mr. GorpoN: What we could have done just as easily when that loan
matured was to go to the government for an increase in the public issue but
we chose not to do that. The government and ourselves in discussion chose,
for reasons of the effect on the market and otherwise—we decided that we
would borrow from the government at the present stage.

The CHAIRMAN: Now, we come to operating performance. Would you care
to make a brief statement of the broad reasons why you have been able so
materially to increase the efficiency of your operation?

Mr. Gorpon: Well, I think in large measure it is due to better mechanical
operation, better tools, better machines, technological improvements and so on
which have gone into the railway, and we are reaping the advantage of them
now.

The CHAIRMAN: It appears to me to be a marvellous performance.

Mr. GorpoN: I put in this paragraph particularly to highlight the fact that
it is not true to say that the railways have not kept up with the times, so to speak.
A lot of people are inclined to think that the railways are old fashioned and
do not keep up with modern developments. This demonstrates clearly, I think,
that over the years the operating efficiency of the Canadian National Railways
‘has improved very materially by reason of taking advantage of these techno-
logical improvements.
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The CHAIRMAN: Are there any further questions on “Operating Per-
formance”?

Mr. MACDONNELL: Are you going to say anything about the suggestion of
using lighter cars?

Mr. GorpON: We have in our research laboratories a number of interesting
experiments under way, to see if we can reduce the weight of our cars. We
have five aluminum hopper cars to test in actual service. We are not yet
ready to say whether or not they will stand up under the beating which they
get in handling heavy freight; but they are definitely being run in actual
service and we shall learn from the tests, perhaps, about different kinds of
construction, perhaps with aluminum. It may be that aluminum cannot be
used just the same as steel; there may be different stresses and strains. I
merely used aluminum as being one way of defining it. It may be that we
can use a lighter metal. Aluminum is not the only one. We have progressive
tests going on, and we are trying to see if we can get anywhere with a com-
bined wood and steel construction, and with things of that kind, such as
laminated materials of wood and so forth.

The CHAIRMAN: Have you any tests going on with respect to roller
bearings?

Mr. GorpoN: We have road tests on roller bearings of all types goihg on
all the time.

The CHAIRMAN: For use in freight cars?

Mr. DINGLE: And on passenger cars. :

The CHAIRMAN: Shall “Operating Performance” carry?

Carried.

Mr. McLURE: Mr. Chairman, under the héading of “Operating Performance 4
and Technological Improvements” I would like to ask Mr. Gordon if he would 3
make a brief statement with regard to the experiments with diesel electric
locomotives as they are operated today in Prince Edward Island; and does he
find them cheaper to operate?

Mr. GorpoN: Mr. Dingle will be able to give you a more detailed answer
than I can; but let me say that we have been quite satisfied with our experi- .
ment in Prince Edward Island. Our savings and economy in operation has
worked out to pretty near what we estimated when we put in dieselization.

Mr. Dingle will continue the answer from an operating point of view.

Mr. DINGLE: We show an operating economy in diesel versus steam of
$291,600 in Prince Edward Island, over a period of 12 months. In other words,
the per cent of diesel to steam cost is 72-8 per cent, and we have'a return on
our investment there of 16-3 per cent.

Mr. McLURe: And you would say that the shipping public are quite satis-
fied with it, are they not?

Mr. DINGLE: Yes.

Mr. McLure: I was under the impression that when diesel engines were
put into operation in Prince Edward Island that no railway man would lose
his position; that is, it would not eut down labour and would not throw a
certain number out of employment. Well, I believe on the other hand they
will. Several men have been thrown out of employment and have not been
able to secure the same employment they had previous to the introduction of
the diesel engines?

Mr. Gorpon: That raises a general question in respect of the whole dieseli-
zation program. I think that I may as well deal with if now. '

The CHAIRMAN: Yes, surely.
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Mr. Gorpon: I have stated in my report quite definitely, and I would like
to quote:

This program will involve large capital expenditures, and can only
be justified by the substantial economies made possible not only in train
operations but also through the re-arrangement of servicing and repair
facilities.

Now, I think it is well to keep in mind that the day of the steam loco-
motive is over. There are no new steam locomotives being built on this
continent and they have not been built for some years. We will never buy
a steam locomotive again because we cannot buy them. The question of
dieselization is merely a matter of time—just a matter of how long we can
carry on—how long we can carry on with the existing equipment. It is
uneconomical to build into a steam locomotive more mileage than you intend
to run out of it. So the only way, and what we have been trying to do, is
gear the program for dieselization to make it fit in with the studied abandon-
ment of the steam locomotive. Obviously that means a change in our activities
respecting shops and respecting labour.

Our policy is to do it in as considered and orderly way as we can. What
we have done is to set up training schools well in advance of the time we are
going to need the schools training and every man who wants to will have an
opportunity of equipping himself so as to get a job in the electrical work and
so on that will be increased under dieselization. Certainly there will be some
disruption or there will be some change.

As I have said before we cannot come before this commlttee and ask for
very large expenditure of funds necessitated by this program unless we feel
it to be economically justified.

As I say, it does mean some disruption but we are making a very great
effort to do everything possible to retrain railway staff and to move men to
places where they can be used—the older men particularly, who have been
brought up with the steam locomotive. We will try to keep them on with the
decline of the steam locomotive as long as we possibly can. I do not want to
say anything that would lead anyone to believe that the program I have out-
lined does not mean change and does not mean some distress.

Mr. McLugre: Well, I want to find this out. It is not any longer an
experiment. You have found it 100 per cent satisfactory?

Mr. GornoN: Absolutely. I can tell you this. I sat down last year, and
as one of the first things I did when I came to my present position, I sent for
our officials to find out what program we had in regard to dieselization.
Frankly, we did not have a very carefully mapped program. We put special
officers to work and they have been working over a year. It is a very big
operation requiring considerable planning. We have established pretty general-
ly on our through freights that we can afford to pay the capital necessary—
the large amount of capital necessary in the through freight runs. By the
economies achieved we will pay off that capital expenditure in a period of ten
years.

Now, that is pretty good. It is pretty good, but remember in doing that
that the use of diesel locomotives means that diesel repairs are only a fraction
of steam repairs. That is one of the large economies one gets from dieseliza-
tion. Your repair bill is cut way down. You get your biggest saving in the
use of diesels in the fact that you get the maximum utilization of the loco-
motive. You can keep it busy. You can run a diesel almost steadily whereas
a steam locomotive, like a human being, has to go into the roundhouse and get

. a little rest, and get pepped up again before it can go on with its work.

The CHAIRMAN: When Mr. McLure is through, Mr. George has the floor.

]
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Mr. GEORGE: I would like to ask Mr. Gordon if the number of personnel
employed presently in Moncton shops is going to be decreased—and it could
very well be from what he has just said.

Mr. Gorpon: I do not like to make forecasts because I think it is unfair to
cause unnecessary worry.

Mr. GEORGE: May I add the rest of my quest1on‘7 If that statement of mine is
found correct, could the railway give consideration to building some of their
own rolling stock in this shop rather than giving it to outside firms?

Mr. Gorbon: We have given considerable thought to the question of
whether or not it would be wise for us to build our own equipment, and we
came to the conclusion—our answer is no. I am giving that as a general state-
ment, but the reason for it was that we did not feel we could get the economies
to make it worth our while to make large capital expenditures which would be
a duplication of existing facilities in this country, and, therefore, uneconomic
from the standpoint of the country.

Mr. GEORGE: But you are still not necessarily saying the number of men
that will be affected?

Mr. GorpoN: I am not saying how the number of men will be affected
because we have just started on this program on a long range basis. The
program I mentioned is a five-year program and we have here a five-year
objective and we hope to realize our objective year by year. That will cause
adjustments in various years and various working classes, but I am not prepared
to say the degree of the impact of it.

Mr. GiLris: I would just like to say this, that technological advances inevit-
ably will displace men. It is designed for that purpose. At the meeting of
this committee last year—and Mr. Gordon will remember—I was not so much
concerned with the displacement of \manpower, because that will come anyway,
but I was concerned about the effect that the dieselization of everything east
of Montreal was going to have on another industry basic to the maritime prov-
inces. At that time Mr. Gordon stated—and his statement today is completely
in reverse to what it was at that time—he assured me at that time that the
program of dieselization had to do with the west mostly and no program was
in for dieselization east of Montreal, but since that date it seems there has been
a lot of dieselization going on in that end of the line, particularly in freight.
Am I to understand that the program of the Canadian National Railways, as set
out by yourself today, is to replace all steam locomotives east of Montreal?

Mr. Gorpoon: I say that force of circumstances are bound to bring that
about because there are no more steam locomotives being built. It is a question
of time. It may be 20 years or-25 years before we have completely dieselized;
but I say that inevitably there will be no steam locomotives as time goes on.

Mr. GiLris: Then the projected objective of the C.N.R. is to become diesel-
ized wherever they can—

The CHAIRMAN: No, no.
Mr. GorpoN: No, no; I have never said that.

The CHAIRMAN: It was the eventual result forced by events, as I under-
stood the answer.

Mr. GorpoN: In other words, we have an inventory of steam locomotives.
And now, this is a matter which has been before the executive many times as to
how long can we keep our present equipment going by repairs and replace-
ments—I refer to these same locomotives—how long? I can’t give you that pre-
cisely, I say that it is a matter of judgment that will have to be taken from
one year to another, and there will be portions of Canada where it is more eco-
nomical to dieselize now than later. I must say that you are mistaken about what

!
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I said last year. What I said—at least as I remember it—we were talking about
the use of oil, and I said that our conversion to oil was 1argely in western
Canada. That is what I said.

Mr. GiLLis: There was something about the program east of Montreal for
dieselization at that time.

Mr. GorpoN: Oh, I do not think I said that because, Mr. Gillis, at that very
time diesels were running in the maritime region, and any such statement at
that time by me would have been denied by the facts. :

Mr. GiLLis: As I recall what you said was that there may have been one
or two there as experiments. That is exactly what you said.

Mr. Goroon: I would like to check the record on that later, and if I find
that is what I said I would like to withdraw it, I did not mean that.

Mr. GiLris: What I am getting at is this: the coal industry is the basis of
Nova Scotia’s economy and it is going to be affected—anyway I would judge that
it is going to be affected—by the loss of the C.N. market for coal, it is going to
be quite a handicap for us; and I believe that there is a definite program
that the C.N. is going out of the coal business at that end of the line. That being
so, then I believe the people of Nova Scotia, particularly the coal mine operators
in the district, and the industries, should have some definite time-table so
they may be able to regulate their business as to the time they may expect to
lose that C.N. market. I would be pleased if Mr. Gordon could just give us
some indication along the line of a time-table as to when they expect the large
coal market that we now have with the Canadian National Railway to be cut off.

Mr. GorpoN: I do not foresee it as being a sudden loss. It will be a gradual
decline as our steam locomotives wear out. I can give you a somewhat informal
guess, but that is about as far as we can get.

Mr. Grris: I would like to ask you a question. Of course, I do not believe
that you will be able to use diesels east of Truro, down that road.

The CHAIRMAN: I notice a number of members looking at the clock and
I would appreciate it if the committee would bear with us so that we might
finish this item we are on now so that we might start tomorrow morning with
item 14, signalling and track equipment. If the committee are willing I would
very much like to finish with the item now before us.

Mr. Giuris: I am willing to drop it right here. There may be some other
item on which I can bring it up again.

Mr. GorbpoN: I can give you just a guess, if you will take it as a guess—
you understand that it is nothing more than that?

Mr. Giuris: No.
Mr. Gorpoon: If you are willing to take it as a guess; in our studies in our
five year program we estimate in the carrying out of our program that there

will be a reduction in the steam coal used by the C.N.R., that the reduction
in the maritime provinces will be, roughly, about 280,000 tons annually.

Mr. GiLLis: Annually?
Mr. Gorpon: Yes; that is starting from 1951 as a base.
The CHAIRMAN: Mr. Fulton.

Mr. FurtoNn: The question I wanted to ask is: Based on what you have
said and from what I read in the report which is now before us, as to the large
initial expenditure, is the initial cost for these locomotives very much greater
than that of a steam locomotive?

Mr. GorboN: Yes, I could give you some figures on that.

Mr. FurLton: Would you just give me one for comparison—perhaps you
could table that and so not hold up proceedings.
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Mr. GorboN: Well, roughly speaking—I haven’t got the relative cost of
steam—again, much depends on the types of locomotives we are discussing;
- but a passenger locomotive cost us about $170,000 each the last time we
bought them. I do not know how far back that is, it is some years. To take
a rough comparison, these steam locomotives might have cost us around
$150,000, and the probable cost would be $220,000 to $250,000 for diesels.

Mr. FurToN: You mentioned a five year utilization program. Do you feel
that you are in a position to give us any highlights of that program so that we
can check progress from time to time? E

Mr. GorpON: Yes; I think I could make a note to mention it in the annual
report each year.

Mr. FULTON: Are you in a position now to outline it, without disclosing
some information which you would rather not divulge?

Mr. Goroon: If I should start talking about the number of units con-
templated in a particular year, that would put ideas into the heads of manu-
facturers and so on, and they would be down on me like a ton of bricks to get
me to buy more or less, as the case may be. But the program we have in mind
over a five year period would be, providing we carry it out, as follows: there
are four different sections; on the through freight sections we estimate we
could use about 350 diesels in our through freight service and thereby get the
kind of economy I mentioned; we think we could write that off over a ten
year period.

In our switchers, on the same basis of the five years, we think we could
put in another 128 units and still get economies. There is an interesting point
with respect to switchers. Where we plan to put in diesel switchers is on a
24 or a 16 hour assignment; that is, when we get to places where we have only
8 hour assignments, we think they are not at all as economical as steam.
Therefore we will use steam. And as for our way-freight program, it is still
under study. That is about the size of it.

Mr. FurTon: I take it that it is the through freight system at the moment
which is the basis of your five year program?

Mr. GorpoN: For the five year program which we have in mind, at the
present trend of prices, it would cost us roughly about $95 million; and for
complete dieselization of the Canadian Natlonal it would cost us about $500
million.

Mr. FuLToN: That is about one-fifth of the complete dieselization cost?

Mr. GorpoN: I might say that I would not dream of advising the govern-
ment to spend $500 million over a period of any time, whether it be 10, 15, or
20 years, unless I could point out that it was an investment which would pay
handsome dividends.

Mr. FULTON: One last question: concerning that $500 million which is a
hypothetical figure, what portion do you estimate would be covered by previous
depreciation of steam locomotives, and what portion would you have to go and
borrow because of the increased cost factor which you have already mentioned?
Can you strike any rough proportion?

Mr. GorpoN: I do not know. I would have to think about that. I do not
know how to sort that out in my mind because, as far as depreciation is con-

cerned, from an economic point of view, we would have to write off the old
steam locomotives.

Mr. FuLToN: They are not yet worn out; and you would be writing them
off before they were worn out; I see.

Mr. Pourior: When you made your plans for dieselization, I take it that
you considered the question of manpower too?
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Mr. GorpoN: Very definitely; and as I said before, we have in mind, and
we have done, a series of retraining operations for our men, and we have
provided classes where these men can go and learn about diesel locomotives;
and we hope in that way to be able to derive our manpower requirements from
within the existing personnel.

Mr. PouLioT: And where is this retraining being done?

Mr. GorDpON: That is being done at our various shops.

Mr. PouLioT: What shops? '

Mr. GorpoN: Point St. Charles is one.

Mr. DiNGLE: Yes, Point St. Charles is one.

Mr. GorpON: Where diesels are being serviced now, we have classes under
way.

Mr. PouLioT: And are they the only shops which have retraining for the
men?

Mr. GorboN: No. Eventually all the shops will have retraining, when we
get on with the program. :

Mr. Pourior: Yes, but did all your men have an opportunity to retrain?

Mr. Gorbon: Everybody who wanted to take advantage had the
opportunity, yes.
Mr. PourioT: Were they notified? Were the shops notified accordingly?
Mr. GorpboN: It is entirely on a voluntary basis, you understand.
Mr. PourioT: Yes, but that is not my question. I want to konw if all

the men working in the shops have been informed that they can be trained
at definite points?

Mr. GorpoN: I think I see the difficulty. I am talking about a training
program which is part of this program but it is not in effect yet.

Mr. PouLrioT: It is not in effect yet?

Mr. GorpoN: No. We are only starting. We have had some classes but
it has not become a general thing yet; because we are not ready to go ahead
with the program completely. You see, we have no got delivery of the diesels
we have ordered for this year.

Mr. Pourior: How many erecting shops have you on the system?

Mr. DinGLE: We have them at Moncton, Riviére du Loup, Pt. St. Charles,

Stratford, Transcona and Fort Rouge. Some heavy repairs are made at Calder
and Port Mann as well.

Mr. Pourtor: Now if dieselization of the system.comes into effect which
shops will be first affected by that?

Mr. Goroon: The first shops that would be affected would be those in the
area where the dieselization program is to be expanded, and one of the first
shops that will be directly affected will be Riviére du Loup, Quebec.

Mr. PouLioT: Why is it Riviere du Loup? Why is it not Moncton or any
other place?

Mr. GorpoN: Because our dieselization program has now reached a stage
where the facilities at Riviere du Loup are not going to be required in due
course. I do not say immediately, but there will be a gradual reduction.

Mr. Pourior: Why did you start with the province of Quebec?

-Mr. GorDON: Because that it where the diesels are. That is where they
are running.

Mr. PourioT: They are running in Moncton?
Mr. Gorpon: Yes.

Mr. PourioT: Moncton will not be affected?
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Mr. Gorpon: It will be affected, yes.
Mr. PourioT: As well as Riviere du Loup?

Mr. Gorpon: It will be a matter of time. You see, Riviére du Loup is
only equipped to do light repairs on steam locomotives. It has not got the
machinery—

Mr. Pourtor: Well, Mr. Gordon, you know very well that Riviére du Loup
has been sabotaged by Moncton?

Mr. GorponN: No.

Mr. PouLroT: I will establish that with authority, and I would like to have
the general storekeeper at Moncton to prove it in a conclusive manner.

Mr. GorpoN: What do you mean by “sabotaged”?

Mr. PouLioT: I mean by ‘“sabotage” many things. I mean by “sabotage”
three things: In the first place the machinery that was in Riviére du Loup
has been transferred to Moncton. I mentioned it in the House of Commons
at the time of Appleton and Barnes when the shops were closed. Mr. Hunger-
ford gave definite instructions to the Riviére du Loup foreman that he could
make his choice of the machinery that was required. Then, Mr. Barnes, the
superintendent of MP and MC in Moncton came to St. Malo and changed
things so they went to Moncton. Mr. Hungerford then gave definite instructions
that the machinery should be sent to Riviere du Loup in spite of the change
by Barnes. That is a fact that can be verified by anyone in the railway at
the time. Moncton wanted to take over everything belonging to Riviére du
Loup. If we were ‘dispossessed of our machinery and men in the first place
it was due to crooked politicians belonging to both parties during the first
war. That, however, is a thing of the past and now we have to consider the
present. We have suffered injustice from Moncton all the time. We could
not get a fair deal. Now, my points are these. The minister knows about
it and he has perhaps sent a copy of my letter to the management. I will
give one to Mr. Dingle and to him.

In the first place, there was some machinery at Riviere du Loup that was
essentially for the repair of steam locomotives, which was partly transferred
to Moncton. In the second place, essential parts that should have been in the
store at Riviere du Loup were not available, and, in the third place, when the
storekeeper at Riviere du Loup asked the general storekeeper at Moncton for
parts that were essential, he had to send even three tracers after his first
request to get those things, and most of the time he did not get any answer.
But when the superintendent of motive power at Moncton was telegraphed,
he got all the parts by the next train, shipped on passenger cars. It shows that
the parts were there. There was something wrong with the storekeeper or the
office; they were unwilling to send it to Riviere du Loup. This is what we want,
to get rid of the Moncton office, and we want to be with the Central Region, and
there is a round robin which has been signed by nine members of parliament
who do not want to have anything to do with Moncton.

Mr. Gorpon: I would like to give you my personal assurance that I have
made a careful examination of the various things that you have made reference
to and I am perfectly satisfied that none of our Moncton officials, nor indeed
any official that I can find, has had any bias such as you mentioned, or has
acted unfairly in any way. Now, it is quite possible that on given occasions
there would be a shortage of equipment or essential parts at Riviere du Loup.
That occurs with every shop in the system. We cannot keep supplies where we
are going to have everything at a given place at a given time, but I can per-
sonally assure you that it is not done by reason of spite or dislike—it is one of
those things which happen in the course of every day life.

Mr. PouLior: How is it that when the superintendent of motive power
was contacted they came the day after?
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Mr. GorpoN: There have been occasions on which we have taken essential
parts from Riviere du Loup and sent them elsewhere. We cannot keep things
just as we would like to. - Sometimes there will be wrecks or breakdowns in
particular shops, where they are in need of a particular part. That can happen
at any time.

Mr. Pourtor: You may not admit it without firing those concerned, but
I can tell you that we are being dealt with unjustly and unfairly from the start,
and I have the idea they fight against us all the time, and I would mention
Barnes. That is strictly true and it is a fact, and that is why we do not want to
have anything more to do with Moncton under any consideration.

Mr. GorpoN: I am sorry you feel that way.

Mr. Pourtor: I am sorry, too, and it is very unpleasant and I do this very
reluctantly, but I have to put the facts before you. In addition, I am very
sorry, too, because they are in a part of the system that meets with a deficit and
we have to pay for it. I find it tough, at a time that we hear so much about
civil defence, that we have such a centralization of the railway shops. They
should be decentralized, and there should be lines of rail going to Gaspe. We
had submarines there during the last war, and there were complications. There
was a telephone that was working only part time and it was most unsatisfactory.
This German submarine came 30 miles from Riviere du Loup, near Trois Pistoles
and Bic. All the repair shops of the railways should be decentralized to a large
extent.

Mr. GorpoN: Well, that is your view, which I do not share, Mr. Pouliot;
and I have the responsibility as the president of this railway, and my responsi-
bility is to determine what is the most value; the best way to manage the
railway and particularly the shops at a particular point. If it is shown to me
that it is efficient to centralize by reason of the high cost of machinery and
so forth, that is certainly what I will do, and the management at this time are
following that policy.

Mr. Pourior: Yes. I know very well, Mr. Gordon, that it is done on purpose,
that one may come to a shop and start a repair and they refuse to send the
parts and the cost goes higher in the books.

Mr. Goroon: Well, it is quite so and I admit it; but I might say that
Riviere du Loup has not got the equipment, either with respect to the type of
machinery or the men trained to handle heavy repairs. We have found it
more economical to centralize that in Moncton, in the Moncton shops. It is a
matter of judgment on the part of management. I ask you to accept it. If
you do not think that we are managing the railway efficiently then you are
right in so stating. After all, it is my responsibility to determine that.

Mr. PouLiotr: I do not think there is any support for the charge that
Riviere du Loup is not efficient. And I tell you again that the Moncton people,
the 