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ORDER OF REFERENCE

House of Commons,

Thursday, May 14, 1931.

Resolved,—That Standing Order 63 of the House of Commons, relating to 
the appointment of the Select Standing Committees of the House, be amended 
by adding to the Select Standing Committees of the House for the present 
session a Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government, to which will be referred the accounts and 
the estimates of the Canadian National Railways and the Canadian Govern
ment Merchant Marine for the present session, for consideration and report 
to the House.

Provided, however, that nothing in this resolution shall be construed to 
curtail in any way the full right of discussion in Committee of Supply, and 
that the said Committee consist of Messrs. Beaubien, Bell (St. Antoine), Both- 
well, Cantley, Chaplin, Duff, Euler, Fiset (Sir Eugène), Fraser (Cariboo), 
Geary, Gobeil, Gray, Hanbury, Hanson (York-Sunbury), Heaps, Kennedy 
(Peace River), McGibbon, MacMillan (Saskatoon), Manion, Power, Rogers, 
Stewart (Lethbridge).

Attest.
ARTHUR BEAUCHESNE,

Clerk of the House.

Friday, June 5, 1931.

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

That 500 copies of proceedings and evidence which may be taken by the said 
Committee be printed from day to day, as required, and that Standing Order 64 
be suspended in relation thereto.

Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.
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REPORTS OF THE COMMITTEE

First Report

Friday, June 5, 1931.

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

First Report

Your Committee recommend:—
1. That your Committee be given leave to sit while the House is sitting.
2. That 500 copies of proceedings and evidence which may be taken by your

Committee be printed from day to day, as required, and that Standing 
Order No. 64 be suspended in relation thereto.

All of which is respectfully submitted.
J. D. CHAPLIN,

Chairman.

Concured in by the House, June 5, 1931.



MINUTES OF PROCEEDINGS

Friday, June 5, 1931.

The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 10.45 a.m.

Members present:—Messrs. Beaubien, Bell (St. Antoine), Bothwell, Cantley, 
Chaplin, Euler, Fiset (Sir Eugène), Fraser (Cariboo), Geary, Gobeil, Hanson 
(York-Sunbury), Heaps, Kennedy (Peace River), MacMillan (Saskatoon), 
Manion, Power, Rogers, Stewart (Lethbridge).

On motion of Mr. Hanson (York-Sunbury), Mr. Chaplin was elected Chair
man.

Mr. Chaplin took the Chair.

On motion of Mr. Hanson (York-Sunbury),—
Resolved,—That permission be sought from the House to sit while the House 

is sitting, and to print 500 copies of proceedings and evidence which may be 
taken.

Mr. Power submitted copies of questions respecting the Canadian National 
Railways that have been placed on the Order Paper of the House by Mr. Pouliot, 
and enquired if replies thereto could be furnished to this Committee by the 
officials of the Canadian National Railways. Discussion followed as to the 
advisability of adopting this procedure.

The Chairman suggested that an Agenda should be prepared for each day’s 
sitting.

Sir Henry W. Thornton, K.B.E., President of the Canadian National Rail
ways, made a statement respecting the operations of last year, and contrasted 
conditions then with those obtaining in previous years. At the conclusion of 
his address, Sir Henry answered questions.

The Committee adjourned until Tuesday, June 9, at 11 a.m.

JOHN T. DUN,
Clerk of the Committee.





MINUTES OF EVIDENCE

House of Commons, Room 231,
Friday, June 5, 1931.

The Select Standing Committee on Railways and Shipping met at 10.45 a.m.

On the motion of Mr. Hanson, seconded by Mr. Cantlev, Hon. J. D. 
Chaplin was elected Chairman of the Committee.

The Chairman: Gentlemen, it has been usual in this Committee on the 
opening day to have the President of the Canadian National Railways make 
certain explanations to you regarding the business of the previous year. There 
has been no agenda prepared. I expect, however, that at our next meeting we 
will have such agenda. It is my view, at least, that we should prepare an 
agenda based to a certain extent upon questions that may be asked or that 
may come up, so that we will know ahead just what business will come before 
the Committee. I will also make this suggestion now, and it is for the Com
mittee tq decide, that next week we should start about Tuesday and have 
continuous meetings for three or four days. The officials of the railway are 
here, and while they are here they cannot be anywhere else, and we should 
make as much progress as possible. The meetings are in your hands, how
ever; I do not want to dictate to you.

Sir Eugene Fisett: Before we proceed I would like to ask if it is possible 
for the officials of the Canadian National Railways, conforming with the 
decision that was arrived at when this Committee sat about a year ago, to 
give us all the pamphlets that are issued when thé different parts of the report 
are being considered. These pamphlets should be advanced in order to give 
the members of the Committee a chance to study them before coming here. 
The only report that we have up to the present time is the analysis of the operat
ing expenses as compared with 1929. We have not got the estimate of financial 
requirements for 1929. We haven’t got the estimates of the eastern lines either. 
If there is any possible way for these matters to be submitted to us in advance 
and so give us a chance to study them before the report is considered, I think 
that will be very helpful.

Hon. Mr. Manion: May I say that the railway management has supplied 
the department with these necessary pamphlets. The analysis which you al
ready have was distributed on my instructions yesterday. These pamphlets 
should have been out a day or two sooner, but we did not decide upon to-day 
as a meeting day until there was too little time left to get them out sooner. 
Regarding the pamphlets dealing with this coming year’s expenditures, we have 
them; but the Bills before the House have only passed the first leading, and 
until they pass the second reading they cannot be referred to this Committee, 
and it would be hardly fair to distribute the pamphlets until these Bills pass 
the second reading. If the budget debate should go on as it usually does for 
-orne days, before these Bills are reached quite a time may pass before we can 
get at the estimate for the coming year.

Sir Eugene Fiset: May I call attention to a very queer thing. The 
Minister of Finance has introduced his resolution on which the Bill itself is 
based. The resolution has not been dealt with by the House up to the present 
time. It has not been approved by the House, and still the Bill has been 
introduced.
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Hon. Mr. Man ion: No. You are wrong. There are two Bills. I am intro
ducing a Bill as Minister of Railways permitting sale of securities for sixty- 
eight and a half million dollars, covering the needs of the railway. Mr. Bennett, 
as Minister of Finance, is introducing a second Bill to give the government 
power to guarantee the securities issued by the railways. These are two wholly 
distinct Bills.

Sir Eugene Fiset: It was introduced by resolution. Should you not have 
given the House notice?

Hon. Mr. Manion: It was done in accordance with the regulations of the 
House. It is not necessary in the case, I am instructs by the officers of the 
House.

Sir Eugene Fiset: I am asking for information.
Hon. Mr. Manion: Mr. Bennett’s Bill was introduced by resolution, and 

his resolution has been advanced one stage. His Bill is the guaranteeing Bill ; 
mine introduces the appropriation necessary for this railway. As soon as these 
Bills are advanced to the proper stage, the members will get the pamphlets.

Sir Eugene Fiset: The resolution introduced by the Minister of Finance 
is for exactly the amount of sixty-eight million dollars.

Hon. Mr. Manion : His is to guarantee the securities issued by the railway.
Sir Eugene Fiset; So does your Bill.
Mr. Hanson : One of the most important features of this inquiry will be 

the budget for 1931 to which reference has been made. It seems to me that 
it would be very unfortunate if there is a delay in bringing that down, and I 
would suggest that the matter he looked into, and, if possible, have the 
Minister’s resolution advanced a stage in order that that may be realized. I 
quite understand that you do not want to do that until the Bill has had its 
secondTeading.

Hon. Mr. Manion : That is the only way it can be done. It cannot be 
referred to this Committee until it has had a second reading.

Mr. Heaps: Might that not be arranged in the House?
Hon. Mr. Manion: Yes. The Bills were introduced just a couple of days 

ago. I will endeavour to have that done.
Mr. Hanson : Is there a rule against releasing until the Bill has had its 

second reading?
Hon. Mr. Manion: No, but the Bill must have a second reading.
Mr. Power: It should be possible, by consent of the House, to advance

the Bill.
Hon. Mr. Manion: I think we will probably be able to arrange that.
Sir Eugène Fiset: I understood the Minister to say that the resolution 

introduced by the Minister of Finance amounted to sixty-eight million dollars. 
Is that also to be submitted to this committee for perusal as well as the Bill 
introduced by the Minister of Railways?

Hon. Mr. Manion : No. The Bill introduced by the Minister of Finance is to 
give the government power to guarantee the securities. My Bill is a Bill to give 
the railway power to borrow the moneys; but the railway cannot borrow the 
moneys without guarantees; therefore the government is introducing a Bill 
to guarantee the securities.

Sir Eugène Fiset : The procedure of last year and this year is absolutely 
different from anything we have seen in the past. First of all, last year the 
resolution introducing the Bill—not the Bill but the estimate—was discussed 
in the House and the matter was brought down in the form of an estimate 
which is really a Bill. This year the Minister of Finance has introduced a 
.resolution asking Parliament simply to sanction the power, I suppose, to borrow
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sixty-eight million dollars, in order to meet the requirements of the fiscal year 
of 1931. On the other hand, the Minister of Railways, without any resolution, 
introduces a Bill which has been read the first time. Now, what I want to 
know is this: when the resolution introduced by the Minister of Finance is 
before the House—in view of the fact that we have before us the Bill which 
has already been distributed after its first reading—shall we have the right 
to discuss it when the resolution is discussed in the House of Commons, the 
contents of your Bill?

Hon. Mr. Manion: Yes, just as in the case of any other Bill.
Sir Eugène Fiset: Oh, no, Mr. Minister. When the Bill is introduced 

on the first reading usually it is moved that the Speaker leaves the Chair, 
and that the House resolve itself into a Committee of Ways and Means.

Hon. Mr. Manion: Second reading.
Sir Eugène Fiskt: Second reading. When we have a Deputy Speaker 

who always ties us down to the paragraph of the Bill we are considering, what 
I want to know is this: when the resolution introduced by the Finance Minister 
is introduced, when we have the Bill introduced by the Minister of Railways 
covering the same amount of sixty-eight million dollars, shall we have the right 
to discuss the general provisions of that Bill on that resolution?

Hon. Mr. Manion: There will be no reason in the world why you should 
not do so if you want to, but it would not probably be advisable. It is only a 
difference in form. It is the same as last year. There is a difference in records. 
When tliis Bill of mine passes the proper stage it will lie leferred to this com
mittee and discussion will largely take place in this committee. Then this com
mittee discusses the resolution and debates the Bill; it goes back to the House, 
and, generally speaking, that is when the discussion will take place. There is 
no reason in the world, if somebody wants to discus- it, why he could not. 
That is in the hands of the House. May I point out that while we arc arguing 
about thèse pamphlets, up to this year members of the committee never had 
the pamphlets until the date of the meeting, so that the committee is going 
to get the pamphlets earlier this year than in the past. We are only arguing 
about technicalities.

Sir Eugène Fiset: I am not sure if the way you have introduced your 
Bill is right. If you have to introduce a resolution on which that Bill will be 
based—

Hon. Mr. Manion: Mine is not a money Bill. My Bill is to give the 
railway the right to borrow money. We are not raising the money; we are 
giving the railway the right to sell securities. Mr. Bennett’s Bill is a Bill to 
guarantee those securities.

Mr. Power: May I ask this? I understand that Mr. Bennett has intro
duced a resolution on which a Bill will be based afterwards. At the same time 
we are having referred to us sixty-eight million dollars of estimates.

Hon. Mr. Manion: Yes, ultimately, but not at the moment.
Mr. Power: But not before the resolution and Mr. Bennett’s Bill are dis

cussed in the House I assume. What would happen if this committee decided 
that we should have more or less than the sixty-eight million dollars; that 
the amount should be seventy-five million or fifty million dollars? What would 
be the use of Mr. Bennett’s Bill to authorize the government to guarantee 
sixty-eight million dollars?

Hon. Mr. Manion: Mr. Bennett’s Bill is going to be referred to this 
committee, and this committee could recommend that the Bill be modified.

Mr. Power: I understand that both Bills will he referred to this com
mittee?

Hon. Mr. Manion: Yes
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Mr. Power : There is certain information which I have been asked to 
secure by members of the House, Mr. Pouliot amongst others. If I were to 
hand in some of these questions to the Chairman would he see that they are 
handed to the proper officers of the Canadian National railways in order 
that they may receive replies as soon as possible? And if the railw-ay has any 
objection to answering any of these questions I will be very glad if the officials 
let us know at the earliest possible moment just what their objections are, and 
why they cannot answer the questions. Some of them, may perhaps, be of such 
a character as to involve considerable labour. I do not want to be unreason
able, and if that is pointed out to us we will proceed accordingly.

The Chairman : I might say to the members of the committee that as far 
as I am concerned—and I think I can speak for the committee—we invite such 
questions as these. We can prepare'them and put them on the agenda form, so 
that everybody will know what is going on.

Mr. Heaps: What questions are these?
Mr. Power: These are questions placed upon the order paper of the House. 

Under ordinary circumstances, as members well know, when we are discussing 
estimates, members usually insist that the orders which they asked for are 
brought down before the estimates are discussed.

The Chairman: Besides, any member has a right to ask any question he 
sees fit. It does not follow that all questions are going to be answered, but a 
reason will be given why they are not answered.

Mr. Heaps: I have no objection, but I want to know if there is.going to be 
a duplication of effort.

Mr. Power: It does not make any difference whether they are passed by 
the House or not, they are all questions of members to the officers of the Cana
dian National Railways—or nearly all. The officers are here. Even if they do 
pass the House, they will be asked to find the information, so they might just 
as well be asked here, and have them passed on from the department.

Mr. Heaps: If a member asked the House for information and is going to 
get the answers through the House, he should not attempt to get the answers 
here.

Mr. Power : No, no. I think Mr. Heaps has entirely misconceived the 
object of this committee. This is a committee on estimates. First of all, it is 
on the expenditure, and then it is on the estimates. In the House, whenever we 
discuss estimates a man could say, “we do not want to go on with those estimates 
unless the Minister brings down information.” I am not putting myself in that 
position, but I say that before we can discuss certain items we want information. 
This is a committee on estimates which replaces the committee of the whole 
House.

Mr. Heaps: Some of those questions asked in the House were turned down 
because of the nature of the correspondence asked for. I do not know whether 
these are the same questions.

Hon. Mr. Manion: They came to me. Most of these questions were passed 
as an order for return, but in the case of some questions I made the statement 
in the House that I was advised through my deputy that the replies would take 
weeks of work on the part of officers of the railway. Some of them came up 
two or three days ago and the answers are not ready. These are matters that 
will be dealt with by return and so on; but if the members of this committee 
want to ask some questions in this committee, it is up to the officers to answer 
them if they can.

Mr. Power: The difficulty which we meet with in the House when we place 
questions on the order paper or ask for returns is that it is impossible to dis
cuss them. These things are not debatable. Now, here in committee if any of
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the officers of the railway come and say “such a question is of a kind which 
involves so much labour that you cannot reasonably ask us to reply to it, but 
if you care to amend it we will give you this information”—it is something that 
can be discussed without falling foul of the Speaker that I am asking for.

Hon. Mr. Manion: That is all right.
Mr. Power: These questions will be on the order paper.
Hon. Mr. Manion: Those questions are on the order paper.
Mr. Power: I will read them into the record.
Hon. Mr. Manion: I say this with all due respect. Surely we are not going 

—I say this without any disrespect to my friend Mr. Pouliot—surely we are not 
going to take up the time of this committee to again deal with the Riviere du 
Loup Station. Surely we have bigger questions to deal with than that.

Mr. Power: There are some matters of more importance than the Riviere 
du Loup Station.

Sir Eugene Fiset: If the Canadian National officers answer some of these 
questions, when the answer is brought down, the answer and question should be 
put on the records.

Hon. Mr. Manion: The answer will be in the House of Commons. Do you 
want it repeated?

Mr. Bell (St. Antoine): Could not Mr. Pouliot ask his questions when we 
are discussing the particular item?

Mr. Pouliot: I am not a member of the committee; but my name has been 
mentioned by Mr. Bell, and I would like to say that these questions are not put 
here in order to make more trouble; they are to simplify matters. The Hon. 
Minister of Railways is acting as a link between the Canadian National Rail
ways and the House of Commons. He has said so repeatedly in the House of 
Commons. Now, here is a committee on Railways and Shipping in which mat
ters pertaining to the Canadian National Railways are discussed with the officers 
of the committee. I could simply come here and ask the officers of the railway 
to answer a question, but my only reason for coming here to-day is to simplify 
matters, and I will be ready to drop any motion for order for return or any 
question that has been put in the House. I have something else to say. Some 
questions are long questions and some are short. Some questions might be 
answered by yes or no, and I think those answers could be made without any 
trouble either to the railway or the Minister of Railways or to his department.

Hon. Mr. Manion: I am going to say one word. These questions have been 
asked on the order paper of the House of Commons; why repeat them in this 
committee? It seems to me they will be dealt with in the ordinary way.

Mr. Pouliot: It is to simplify the information and to save my hon. friend 
the trouble of giving the answers in the House. They will be given direct to 
the committee by the officers of the railway, and my hon. friend will not have 
to give them to the House. This is to save trouble.

Mr. Hanson: The House cannot lose jurisdiction; they have been passed 
in the House.

Mr. Pouliot: Will you be kind enough to put those questions in the report 
of the committee, or will I have the privilege of asking them?

Sir Henry Thornton: I cannot answer that. I have no status here.
The Chairman: There will be no questions at the present time to ask 

Sir Henry Thornton. He is making a statement to us. Wben he gets through 
with that statement you can ask questions and not before.

Sir Henry Thornton: Mr. Chairman and gentlemen of the committee, 
you have before you the annual report of the Canadian National railways for 
the last year, and you have certain information that has been circulated which
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enlarges upon the data revealed in the report. With your permission I should 
like to make a general statement relating to the expenditures of last year, and 
the capital budget which has been presented through the Minister for the 
requirements for this year. In order to provide a proper background for the 
discussion of those votes which relate to last year from the expense point of 
view, and also with respect to capital, it may be necessary7 to go a little way 
back into the past and explain certain conditions which surrounded the Cana
dian National system. As you will observe from the annual report, the gross 
revenue for 1930 was approximately $222,000.000, and with your permission 
I shall use round figures rather than go into dollars and cents. That repre
sented a decrease of $40,000,000 as compared with 1929. But what is also 
interesting and important to the members is that the gross revenues of the 
company for 1930 represented $63.000,000 less than 1928. In other words, in 
two years the railway company suffered a reduction of the very large sum of 
$63,000.000. That was a condition which was not peculiar to the Cana
dian National railways; it more or less affected all of the large railway 
systems on the North American Continent and a great many enterprises engaged 
in other activities. The problem which confronted the management was to 
adjust itself to those rapidly falling revenues. Now, it is not an easy thing to 
adjust -O large an enterprise, so widely flung as the Canadian National railways, 
to changes and depressions which come with almost apalling rapidity, and 
which, at the same time, are found from coast to coast. Commencing, however, 
with the spring of 1929, it became evident to the management that we were 
embarking upon and were confronted wdth a period of depression. At that 
time, neither the administration of the railway nor, as far as I have been able 
to discover, any other administration nor any other enterprise realized or 
thought that the depression would proceed with such rapidity or to such an 
extent. But as the character of the depression became recognized, the railway 
administration progressively applied increased pressure looking towards a reduc
tion in expenses, and an increase in economy. Last year the efforts in the 
reduction of expenses were reflected in a reduction of $20,000,000.

Mr. Hanson : According to this statement it is $26,000.000.
Sir Henry Thornton : Thank you. I was looking at the wrong figures. 

It is practically $26,000,000. It is rather interesting to observe that of that 
amount $12,000,000, or approximately half, was saved in transportation expenses. 
Now, it is easily recognizable that a dollar saved in maintenance of way and 
maintenance of equipment may not be entirely a dollar saved. It may be that all 
or it may be that a proportion of that dollar, or perhaps more than that dollar 
may have to be spent in subsequent years to catch up with deferred maintenance 
both in respect of roadway and equipment. But a dollar saved in transportation 
expenses is really a dollar saved. It never has to be made up again. It is a 
pure saving. Commencing with the spring of 1929 as I explained to this com
mittee when it met last year, a budget system was inaugurated, and under the 
operation of that system we have endeavoured to ration the expenses of the 
company, so far as they were controllable, month by month. During the 
latter part of each month, about the 25th of the month, an estimate is made up 
of the probable gross revenue for the following month, and expenses are adjusted 
accordingly. There are, of course, certain expenses which are uncontrollable. 
There is a minimum beyond which it is impossible to pass. For example, it may 
be possible to make certain reductions in passenger trains and mileage, but in 
order to preserve continuity of service and egress and exit from communities, 
a certain number of passenger trains must be run. You can reduce passenger 
mileage to a certain extent, but it cannot be entirely eliminated. You may be 
able to reduce the clerical staff at g station, but you eventually get to the point 
where there is no one left but the station agent. He has got to be continued
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if the station is to be kept up, and in most cases the station must be kept open. 
It may be possible to reduce a section gang from six men to four men or three 
men or two men, but there always must be on each section a foreman and one, 
two or three men in order to patrol the track and maintain safety. In other 
words, what I mean to say, Mr. Chairman, is this: that in handling the expenses 
of a railway corporation you eventually get down to a point beyond which 
circumstances preclude any further reduction, and as the pressure became 
more and more severe during the last year, and also this year, the railway admin
istration has been reducing its expenses as rapidly as the safety to traffic and 
reasonable preservation would permit. We are not done. Very substantial pro
gress has been made. We are by no means finished. In that sense, nothing on 
a railway is ever finished, because no matter how well you may be doing there 
is always a litte something more that can be done. But the situation with respect 
to expenses has engaged the anxious attention of all the officers of the company, 
both those at headquarters and outside, and in examining the reports in this 
budget and the meetings which I referred to and which I held about the 25th 
of each month, it is rather fine to observe that the officers themselves are in a 
psychological condition of mind which results in an effort to vie with each 
other in saving money rather than to bring forward recommendations for the 
purpose of spending money. If you will permit me to say it, I think you will 
observe the truth of that statement. A railway is to a very considerable extent 
a state of mind. It must be a state of mind because for every uuit of output 
it probably employs more men than any other form of industrial activity. It is 
widely flung; most of its operations are not under the continuous eye of a 
headquarters’ management. The Vice President, myself, or others of the head
quarters’ staff in Montreal have at no given moment any idea of what is happen
ing at Toronto, Winnipeg, Calgary or Vancouver, or at the thousands of stations 
and shops included in our system. That has got to be left to those who are on 
the ground to faithfully and conscientiously carry out their work, and to execute 
the policies of the administration. In that respect a railway company is different 
from a manufacturing plant which generally is under the eye of the managing 
director or the superintendent who can walk about the plant in anywhere from 
twenty minutes to two or three hours, depending upon its magnitude. Within 
fourteen or fifteen minutes he can have all his foremen and departmental 
superintendents in his office. They respond quickly and immediately to the 
policies of the administration. With a railway, however, as I have explained, 
we must leave very much to the desire and intent of the officers and men to carry 
out the policies of the company. Therefore, a railway company in its operation 
is more than almost any other form of industrial activity very largely a state 
of mind, and the formation of these budget committees on the different regions, 
with the constant pressure of this committee presided over by the regional 
general manager to revise expenses, has produced a state of mind all over the 
system which has for its object the inculcation of the desire in every man down 
to the lowest section man to find pride in saving money which, of course, is the 
result of the times in which we live.

The management has been zealous and ardent in its efforts to produce 
that situation and that condition, and it is a matter of intense gratification to 
us, and it must be to you also, that all officers and men have in a very fine 
way responded to that spirit which grows on it through pride in the organiza
tion.

Now, during the whole of last year and this year we pursued constantly 
every avenue which offered for the reduction of expenditures and for the saving 
of money. Of course, that necessarily involves a certain amount of technical 
knowledge. It requires a technician to say how much money can be saved by 
reduction in track forces as compared with the condition of the track that
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results therefrom. Consideration must be given to the speed, to the weights 
and to the density of traffic in determining the standard of maintenance which 
is to be inaugurated and sustained. The same factors are apparent and enter 
into the problem of the maintenance of locomotives, rolling stock and all those 
things which represent the physical aspect of the property. It is not a simple 
thing to do. It is a thing which involves experience and technical knowledge. 
And we have brought to bear the best intelligence from our officers that could 
be mustered for the purpose of saving money, without, at the same time, estab
lishing such a debt for the future in deferred maintenance which would result 
in serious liability. As I have pointed out, the reduction in expenses has been 
nearly fifty per cent in transportation, and I think that represents a fairly 
good showing. Just in passing, it is only fair to say that the question is 
often asked “ how long is the present depression to continue?”

Mr. Hanson : If you can answer that question, Sir Henry, we will give 
you a bonus.

Sir Henry Thornton: I can give you a formula, and that is this: that 
the accuracy of the prophecy varies inversely with the experience and import
ance of the prophet. In short, what I mean to say is this, that the more one 
knows about it, or, at least, the more one is suspected of knowing, the more 
unreliable becomes the prophecy. I can say that there are certain signs that 
we have reached the bottom, and there are certain signs which point to 
improvement. For example, if you will take the automobile business, which 
is a fairly good yardstick measure of how the public feel with regard to 
expenditures in their financial position, we find that in Michigan there has 
been a substantial increase in cars loaded with automobiles for the last thirty 
days. In short, the automobile business is looking up compared with the 
corresponding month last year. We believe that stocks are reaching the 
irreducible minimum, and there are certain signs that purchasing is commenc
ing once more.

Now, I do not mean that it should be inferred from that that happy days 
arc here again and that we are off to the races, or anything of that sort; but 
certainly times look rather better than they were. There is still the necessity 
for rigid economy and great prudence, not only in our operations, but, I take 
it, in the operations of all industrial activities. Now, gentlemen, that briefly 
represents the situation in so far as our general revenues and ejqjenses were 
concerned last year. I would like to say too if I may, with respect to the 
capital budget which has been presented in connection with expenses, if I may 
go back to that for a moment, you will need to go over each item of those 
expenses, and you have in your hand a fairly detailed statement of just what 
has happened, what the decreases were, what the reasons were for those 
decreases, and those will be dealt with in detail as the work of the committee 
goes along. For this year we have reduced our budget which is to say capital 
requirements, under instructions from the government—let me say, I think 
quite rightly so—to the irreducible minimum. We have asked for only those 
things which we felt the welfare of the property demanded, and which the 
government, through the Minister of Railways, felt were things that we should 
ask for. The attitude of the government for this year, and which found, if 
I may say, a ready response in the railway administration, was one of extreme 
vigilance and utmost economy, and we have endeavoured to co-operate with 
the government in that respect, and the budget as it is presented represents 
a budget, which, so far as railway officers are concerned, we believe to be, 
under all the circumstances, a sound budget. The amount which was asked 
for in additions and betterments represents the sum of $20,000,000.

Mr. Hanson: Is that contained in any of these pamphlets?
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Hon. Mr. Man ion: Generally speaking, I do not think the discussion should 
go on that item. I think Sir Henry might go ahead and finish his statement.

Sir Henry Thornton: I have very little further to say. Perhaps I 
can close that aspect by saying that, in so far as additions to capital are 
concerned, which grow out of what are called additions and betterments to the 
property, it represents an amount which, if my memory serves me, is much 
less than any amount we have asked for, for many years.

Mr. McLaren: Yes.
Sir Henry Thornton: In other words, I may tell you in order that you 

may understand, that we have kept our budget down to the lowest possible 
minimum. Now, when you come to consider—

Sir Eugène Fiset: On that point, will you explain which of the particu
lar amounts provided in the Bill are for betterments? Speaking from memory 
the amounts are $30.000.000, $9,000.000 and $27,000,000.

Sir Henry Thornton: About $30,000,000 I think. Dr. Manion says that 
the $20,000,000 are for additions and betterments, and $30,000,000 for better
ments.

Sir Eugene Fiset: $27,000,000?
Sir Henry Thornton: It is approximately $20,000,000. Now, to get the 

right perspective with respect to expenses of the company for this year, and 
also its capital requirements, it is necessary to look back a little over the past 
just to see what the situation was which confronted the railway administration 
on January 1st, 1922, both as to expenses and as to capital requirements, because 
what has happened as to the condition of the property at that time and the con
dition of the property to-day has a very material effect on what we arc able to 
do in the year 1931, and I do not think that the railway administration has 
ever had an opportunity, or, at least, has never embraced an opportunity to 
explain certain matters which this Committee, I think, ought to be cognizant 
of if it is to get the right point of view, or, at least, to have before it all of the 
necessary information to reach correct decisions. Let me say now in connection 
with anything that follows both as to expenses and as to capital, that regard 
must be had for the period of the war and the immediate years which followed 
the war. The war, of course, put a very definite restriction upon capital 
expenditures for transportation purposes in Canada, not only with regard to 
our own railway but also with regard to the Canadian Pacific. It also resulted 
in certain restrictions with respect to moneys charged to expenses. However 
that might be, what we are interested in and what this present administration 
is interested in is the situation which confronted its management—and when I 
use the word management I do not mean myself—I mean those who repre
sented the executive authority of the railway, including our vice-presidents— 
the situation which confronted them in January, 1922, as far as the Grand Trunk 
railway system was concerned—and we will have to consider the two principal 
constituent companies of what is now known as the Canadian National railway 
system—as far as the Grand Trunk Railway system is concerned, there was a 
very heavy accumulation of deferred maintenance both as to roadway and as 
to equipment, and generally, the physical condition of that property was such— 
and I make no bones in saying this—that the property had been definitely 
allowed to deteriorate much more than the exigencies of the war required, during 
the days of private Grand Trunk administration.

Mr. Geary: Had been or has been?
Sir Henry Thornton: Had been. There was a greater desire on the part 

of the administration of that property when in private hands to pays dividends 
than to maintain the property. There were too few automatic signals, which 
are essential for the safe and expeditious movement of traffic. The rail for the
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speed and weight of the traffic was light. There was little or no stone ballast. 
There were inadequate yards for the economical handling of freight, and an 
inadequate passenger service. There were a number of antiquated stations, and 
we still have several left with us. The station at London, Ont., which rejoices 
in eight decades of history is eighty years old. The station at Hamilton which 
has now happily been rebuilt was approximately of the same age. Generally 
speaking, the whole station situation on the line of the old Grand Trunk rail
way l1ad been allowed to run down very considerably at the heels. The 
Toronto Terminal had been built but was not in use. It had been lying fallow 
some distance away from the main line. One of the responsibilities which both 
the Canadian Pacific and ourselves had to face was to build an elevated struc
ture to reach that station and get it in operation. No effort at all had been 
made to solve the Montreal grade crossing situation west of Bonaventure 
station, and no effort was made to solve the problem of the Montreal Terminal 
station by the Grand Trunk railway company, although that company had 
been existence in Montreal for many decades, perhaps fifty or more years. The 
shops were both inadequately equipped, improperly built and antiquated. One 
of our obligations was to scrap practically the whole of the Point St. Charles 
shops, and build new buildings for the economical handling of shop work. 
There was a poverty of sidings and freight handling facilities all over the 
railway, and as a result of all that there had been a general depreciation of 
service rendered to the public. That was the situation as far as the Grand 
Trunk railway was concerned, although that had been a railway which had 
been in existence for perhaps fifty or more years, the first railway built in 
Canada.

When we come down to the Canadian Northern, this railway was found 
to be in a generally unfinished condition. Now, Mr. Chairman, a railway is 
something more than ties, rails, an embankment or a cut; a lot more things are 
involved. We found that the cuts in many cases were narrow and badly drained, 
expensive of maintenance. The embankments were narrow, too narrow to hold 
the ballast which either ran away when it was dumped or it was washed away. 
In many cases the rail was light. We had many miles of wooden trestle bridges 
which were rapidly reaching a stage which necessitated renewal, because they 
had all been built more or less at the same time. I remember in one of the 
earlier meetings of this committee, Sir Henry Drayton called attention and 
expressed great anxiety with respect to the wooden trestle mileage which we 
had on our western lines. He wanted to know what steps we were taking to 
renew these bridges, and build permanent structures. We had about forty 
thousand all wooden freight cars which were rapidly reaching a position which 
in a short time would preclude their use in the interchange traffic with other 
railways. One of our problems was to rnew those box cars, and the amount 
of money which was spent on box cars was determined—not by what we ought 
to have done or what we would like to have done, but by the amount of money 
that was available, and that still continues to be one of our problems.

Mr. Heaps: How many wooden box cars are left?
Sir Henry Thornton: About 5,000.
Hon. Mr. Euler: What becomes of the old ones?
Sir Henry Thornton : Some are scrapped, and the better ones are equipped 

with metal draft arms, but we materially reduced the number of those cars. 
But that is still a problem.

Hon. Mr. Euler: They will be written off.
Sir Henry Thornton : Eventually. Now, we are generally dealing with 

the situation which confronted the railway. We were at a disadvantage—and 
when I say we I again refer to the officers, the vice-presidents and myself—we 
had to decide what we were going to do with such a situation. Business was
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improving, things were looking good, and it was our judgment that unless the 
whole situation was taken vigorously in hand we would soon find that we had 
not only a second class railway but we might be confronted with a railway which 
would be quite inadequate to perform its transportation responsibilities to the 
public. Therefore, we proceeded to improve the property, partly by increased 
charges to expenses and partly by additions to capital.

Now, just in that connection I might say that the amount extended on 
capital account, net capital increase during the first eight years, amounts to 
approximately $400,000,000.

Mr. Hanson: That would be to the end of the last fiscal year?
Sir Henry Thornton: Yes, that is right.
Hon. Mr. Manion: Do you mean the fiscal year or the calendar year?
Sir Henry Thornton : I am talking of our fiscal year. Of course, capital 

expenditures on a railway never cease. They are just like the income tax; 
they go on forever, and no matter how perfect the condition of a railway may be 
there «-ill always be a certain number of capital expenditures. Happily in 
our case I feel—and I am not alone in this statement—that we have got behind 
most of our major capital expenditures. That is to say, we have brought the 
railway to a reasonable degree of efficiency, and unless something very unfore
seen takes place the trend of capital expenditures in years to come will not be 
to the same extent afterwards as it has been in years gone by.

Mr. Hanson: That would cover the rolling stock, maintenance of way, 
structures and rail?

Sir Henry Thornton: I am speaking of the instrument as a whole. Now, 
these figures I venture to give you are rather interesting. If we take the year 
1930 and compare it with 1922. we find that the increase in net revenue to the 
railway company is $17,000,000. For purposes of making this comparison I 
am going to eliminate the central Vermont railway. The capital expenditures 
on that railway amount to about $30,000,000. The additions to capital on the 
rest of the railway composing the Canadian National railways amounts to 
$370,000,000. I eliminate that because the Central Vermont last year—and it 
is now on a paying basis—because last year it met all of its fixed charges and 
it had a surplus of $150,000 besides. But if I eliminate that—and I am doing 
that for convenience because that happens to be the way the figures are pre
pared, we find that after eliminating the Central Vermont the increase in net 
earnings in 1930 as compared with 1922 is about $17,000,000, and the increase 
in capital is about $370,000,000, and that the ratio of the increase in net earn
ings to the increase in capital 4f*%00 per cent. If you take class one railroads 
of the United States just as a matter of comparison, as a yardstick, to see what 
happens, we find that the ratio is 41%0o per cent, and if you take the Canadian 
Pacific you will find the ratio is 2%op’s of one per cent. In other words, our 
additions in capital in so far as efficiency is concerned are rather more than 
the class one railways of the United States.

Mr. Hanson: That includes new constructions?
Sir Henry Thornton: Oh, yes; everything that is chargeable to capital. 

Now, here is a new yardstick Within the last eight years the expenditures on 
capital account on the Canadian National amount to $2,069 per mile of line. 
On the Canadian Pacific railway it amounted to $1,990 per mile, or practically 
the same as ours and on class one railways in the United States; and by that 
I mean such railways as the New York Central, the Pennsylvania and the 
Santa Fe, and what are generally regarded as the more advanced railways of 
the States. During that same period 1923-29, the capital expenditures on such 
railways in the 1 nited States were $2,678 per mile, notwithstanding the fact 
that we were dealing with a young and relatively unfinished railway, and the
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railways to which I refer in the United States and the Canadian Pacific Railway 
were finished railways and had been in operation for several decades. Now, 
I also want to say to you that during that period to which I referred the 
Canadian National railways increased their capital account on account of 
additions and betterments $370.000.000 and the Canadian Pacific $232.000.000, 
and you must remember that the Canadian Pacific has considerably less mileage 
than we have.

Now, then, we have an industry in Canada which is lucrative and important. 
It is second only to the agricultural production of the country. I refer to the 
tourist business of Canada. The tourist business of Canada nets to this country 
annually a sum which is not less than $300.000.000. It may be more. Certainly 
it is not less than $300,000.000. It is an important business to us. It leaves 
in the hands of our people annually $300,000,000. The success that we have in 
exploiting that business dejxmds on a good many things, and it is made up of 
the contributions by a good many different factors. There is the contributions 
of lyvney that is spent by the provinces and by the communities to advertise 
and attract tourists to Canada. It depends upon the highways which are built 
by the provinces and which may be built by the Federal government. It depends 
upon transportation services which are offered by the railway companies. It 
depends upon the fishing clubs, golf courses, and it depends upon our hotels, 
because hotels play a very large part in the tourist business of the country. In 
other words, the point I want to make is that this tourist industry which nets 
Canada $300,000,000 is not exactly the business of the Canadian Pacific or the 
Canadian National, it is the business of the country as a whole. But each of 
us in our way and within our sphere makes certain contributions which con
tribute to retaining and increasing that business. One of those things is, 
of course, hotels. The Canadian Pacific railway has always been distinguished 
for wisdom and sagacity in management, and I make that statement quite 
cheerfully, and, as a railway man, I sincerely believe it. In the years from 
1923 to 1930 their contribution to this tourist business—their investments in 
hotels, both new hotels and additions to old hotels were represented by the capital 
sum of $45,000.000.

Mr. Hanson: Since 1923?
Sir Henry Thornton : From 1923 to 1930 inclusive. The contribution 

of the Canadian National in regard to the money we have spent upon hotels in 
that same period is $16,680.000. If the standard set by the Canadian Pacific 
and if their estimates of the situation were just, I think we have done our part, 
and have done it with prudence.

Mr. Hanson : Did you say $16,000,000?
Sir Henry Thornton: $16,680,000.
Mr. Hanson : Will the details of these figures be given?
Sir Henry Thornton : I am giving them now : Chateau Laurier. $5,927,000; 

Vancouver Hotel, $2,980.000 ; Jasper Lodge, which is an investment of 
$2.483,000—

Hon. Mr. Manion: What date is that?
Sir Henry Thornton: That is December 31, 1930.
Hon. Mr. Manion: When was the Chateau Laurier begun?
Sir Henry Thornton: The original hotel, of course, started many years 

ago. The new addition was completed last year.
Hon. Mr. Manion: Because the Chateau Laurier involves a much greater 

amount of money than that.
Sir Henry Thornton : I am simply taking the money that has been spent 

by both companies during the period under consideration. Now, I mentioned 
that the Jasper Park Lodge represents a capital investment of say, in round
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figures, two and a half million dollars. During the last eight years the revenue 
from the hotel and the accessories connected with the hotel plus net profit in 
the traffic which we have got, and which we would not have had had we not 
had Jasper Park, has been sufficient to pay back to the company the entire 
capital investment of eight hundred thousand dollars besides. I do not know 
of any resort anywhere in the world that can present such a showing as that. 
You will probably say “well, two and a half million dollars is a very small 
sum for what we have there ; how did you come to build it so cheaply.” The 
answer is simply that practically all of the material of which we built Jasper 
Park Lodge and the buildings surrounding it came out of the forests within 
half a mile of the hotel, including the stone work. Labour was cheap and we 
were able to build Jasper Lodge for that reason very much more economically 
than had we tried to construct the building in Montreal or Toronto. The Nova 
Scotia hotel represents $2,358,000; Minaki Lodge. $1,091,000; the Charlottetown 
hotel, $689,000; the Saskatoon hotel, a half million dollars; Pictou Lodge, 
$200,000. Additions to the Fort Garry during the period we are discussing, 
$136,000; the Grand Beach hotel, which is on the lake close to Winnipeg, 
$117,000; Prince Arthur hotel, $79.000; the Macdonald, $69.000; the Prince 
Edward hotel, $20,000; Nipigon Lodge, $13,000: Highland Inn, $2,000. The 
total approximately is $16,600,000. Now, that is, as I say the contribution 
which we have made and which we felt was justified in order to retain and to 
enhance this very large and lucrative tourist business. Now, gentlemen, that 
represents briefly the money that has been expended in connection with capital 
investments in the past. Let me say that that has nothing to do with 1930. 
Well, technically speaking it has not, but it has this effect on 1930 which I 
think ought to be taken into consideration that it has made possible a reduced 
expenditure in 1930 and 1931 which we could not have had without damage to 
the property otherwise. What I would like to make clear to you is this that 
when the administration of the Canadian National railways was first unified, 
and the constituent companies were brought under one administration, we were 
confronted with a certain condition and a certain situation. We had to decide 
whether the railway was to be equipped to perform transportation responsi
bilities, and whether it had deteriorated. There was no other course to pursue.

Now, here is another fact which is interesting. In 1930 and in 1922 the 
gross revenues of the company were substantially the same to all intents and 
purposes, broadly speaking, the gross revenue of the company in 1930 and in 
1922 was the same; but the expenses in 1930 wer actually $17,000,000 less than 
in 1922, and if allowances were made for reductions in freight rates, and increases 
in wages, the comparative position would be this, that the expenses in 1930 were 
$22,000,000 less than in 1922. and I venture the statement that had the property 
not been brought under a state of efficiency the performance would not have been 
as I have outlined. We ran through the same territory in 1922, we enjoyed traffic 
from the same cities, and we are in substantially the same position. Now, that 
difference in expenses did not happen by accident; there is a reason for it; and the 
outstanding fact is that with the same gross revenue in 1922 and 1930 on a com
parative basis the expenses were $22,000,000 less.

Hon. Mr. Euler: Would you care to make an estimate of what reduction 
there was in your revenue—say, the net revenues and a reasonable computation 
of loss due to the trucks and automobiles?

Sir Henry Thornton: That is an almost impossible figure to get at.
Hon. Mr. Euler: It is very substantial?
Sir Henry Thornton: Yes, it is a very substantial figure, and it is one of 

those things which is a source of great anxiety to all railway men not only on 
the North American Continent but in England and all over the world. It is a 
very serious thing, and it is something that we have in my judgment insufficiently
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considered thus far. I think the time has come when the industry has, as an 
industry to recognize that the automobile is an important competitor, and there 
is only one way to compete with a competitor and that is to compete. There 
is no good to compete with a competitor with inferior service. That does not 
get anybody anywhere. If railways are going to compete with the highways they 
have got to furnish service which is commensurate with the service which is 
supplied by the highway.

Mr. Hanson: In the United States they are taking steps now. They are 
taking steps not only to compete but to control. I happened to be at a session 
of the Maine Legislature this last winter when the whole question of truck 
control as affecting railway transportation in that State was considered. They 
are doing something there, and I think we will have to do something in Canada.

Sir Henry Thornton: On that point I think the fair view to take is this 
that in the first place he who uses that highway which is provided by the state 
or the province as the case may be, should not use that highway in a fashion 
which interferes with the reasonable use of other users of the highway. That 
is to say, he should not operate a truck of such width as to endanger the private 
vehicle in passing, nor should he operate that truck at a speed which is unsafe 
to other users of the highway. Nor should the weight of the truck be of such a 
character as undoubtedly to damage the highway and thereby place an increased 
burden upon the state. Those who use the highway should be on an equality 
with respect to the use of it. Secondly, he who uses the highway should pay a 
reasonable charge for the use of that highway. To the individual citizen it may 
come in the form of a gasoline tax or a tax for the construction of highways, or 
whatnot, but whoever uses that highway ought to pay a charge commensurate 
with his use and the profit he gains from the use of that public facility. Thirdly, 
the rates and fares which are employed by the users of the highway should be 
subject to the same form of regulation as applies to railways and steamboats 
and everything else. If it is a public form of transport, then the public certainly 
should have a voice through a commission with respect to what the charge should 
be to the public. Fourth, those who employ the highway for commercial purposes 
should subject those who drive their vehicles to reasonable mental and physical 
tests. That is to say, you should not confide a bus laden with passengers to a 
man who may have advanced heart trouble, or who might have deficient sight, 
or who might have some other defect. The railways oblige their engine men 
and firemen to pass an examination for sight and hearing, and, generally, their 
physical condition is under review from time to time. Certainly, and to a much 
greater degree, he who drives a truck or a bus, whether it is laden with freight 
or passengers, ought to be in sound physical condition to safely perform his 
function. Now, if these things which I have ventued to enumerate were imposed 
on the commercial user of the highway in the form of regulation, then I do not 
think the railways or anybody else would have any complaint. We would have 
to take our medicine. We would have to say, “here is a reasonable competition; 
we have got to meet that competition, and if we cannot meet it we will have to 
go by the board.” Now, that is briefly the situation as I see it with respect 
to highway competition.

Mr. Hanson: That is the conclusion they have reached in England.
Sir Henry Thornton: Now, I am not sure whether they have gone that 

far or not. I haven’t had any information as to just what the highway laws are, 
but it is an exceedingly serious situation in England. First, because England is 
covered with remarkable highways; secondly, distances are short; and there is 
a third reason, the climate is mild. We have our wonderful winter which comes 
along once a year and which helps the railways considerably in the matter of 
highway use.
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Mr. Hanson : Before you leave your survey of the capital account, would 
vou deal with the question of new construction, new acquisition, during this 
eight-year period, because that is a substantial part of your capital expenditure?

Sir Henry Thornton: I will give you the detail of that: branch line con
struction—again I will give round figures—$65,000,000; lines acquired, $19,000,- 
000; coordination of facilities, $6,300,000; rolling stock—that is to say engines, 
freight and passenger cars—

Mr. Hanson: $90,000,000?
Sir Henry Thornton : $19,000,000.
Mr. Hanson: I am speaking of the aggregate of these three items.
Sir Henry Thornton: Branch line construction, line acquired—
Mr. Hanson: And coordination.
Sir Henry Thornton: That adds up to $91,000,000.
Mr. Hanson: Now, with reference to that—
Sir Henry Thornton: You understand what I mean by coordination?
Mr. Hanson: I think I do.
Sir Henry Thornton: Perhaps I should explain that. By coordination I 

mean this: this railway is made up of the Grand Trunk Pacific, the Canadian 
Northern, the old Grand Trunk Railway, the Transcontinental and the Inter
colonial. The particular lines with respect to which coordination expenses were 
necessary were the old Grand Trunk, the old Canadian Northern and the Grand 
Trunk Pacific. We had to fit those properties together. That involved certain 
construction; certain things had to be done to make the three lines fit in together 
as one unit. That is what we mean by coordination expenses.

Mr. Hanson: Now, dealing with the first two first, if I am permitted now 
to ask some questions—

Mr. Heaps: May I ask if Sir Henry has finished his statement?
Sir Henry Thornton: I have substantially finished. There was the state

ment with respect to capital expenditures and what might be called auxiliary 
expenses chargeable to expenses properly in order to bring the whole property 
up to a state of reasonable efficiency.

Mr. Hanson: Now, dealing with the two first items of your construction 
of branch, lines and the acquisition of lines, $65,000,000 and $19,000,000.

Sir Henry Thornton: That would be roughly $84,000,000.
Mr. Hanson: I have in mind the three-year programs that were started 

when you first came into the Presidency. As you will recall they were before 
Parliament. All those branch lines in the $65,000,000 were under construction. 
XX hat proportion in millions, we will say, was involved by the railway manage
ment; what proportion was involved by the late administration?

Sir Henry Thornton: I will answer that as bc«t I can hut I do not know 
that it is susceptible to a precise answer. I am not trying to dodge anything. 
I want to tell you frankly what the situation was. I will just take one or two 
properties, fake the Montreal and Quebec Southern. Now, the project for the 
purchase of that property originated with the officers of the company. XX'c 
knew the property was for sale. It served a territory which was in what might 
almost be called the territory of the Canadian National Railways, a territory 
which we believed because of its situation in the eastern part of Canada, the 
probable availability in the future of cheap electrical energy, we felt it would 
probably become an important manufacturing district. Naturally, we had rea
son to suspect that it might fall into the hands of the Canadian Pacific railway. 
I do not know whether it would or it would not, but at the same time that is 
something we have got to consider. I think I can say in passing that those days
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are fairly well over and that we have reached an understanding which is going 
to prevent any competition with respect to building and buying, but that is by 
the way. However, our officers examined the property, and we felt that the 
interests of the company demanded that we should buy that property if we 
could get it at a decent price. We made our recommendation to the government 
and gave our reasons, and they were accepted. Now, when we come to the pur
chase of the Gaspe lines, those railways had been performing a somewhat in
different service to that part of the country for many years. I cannot recall 
if this came from the late government or from the officers. My recollection 
is—I will speak quite frankly—that the government said, “now, you had better 
consider and examine whether you can justify the purchase of those lines,” 
Well, we thought it over and we looked at it—and mind you anything that I 
express carries with it also the full approval of our operating Vice-President 
and the officers of the company ; I do not want anybody to get the idea that this 
is a kind of dictatorship; I consult with all the officers with respect to anything 
that is done insofar as their provinces go—we finally came to the conclusion that 
we could justify the purchase of those lines on the basis of fifty cents on the 
dollar. That is to say, if we take the cost of construction and cut it in two 
and pay fifty cents on the dollar, we might be justified in purchasing it. And 
that is the way that came about. Now, when we come to the other large invest
ment we made in the Northern Alberta railways, that had been under discussion, 
I think, ever since 1924.

Mr. Hanson: That is the one you purchased with the C.P.R.?
Sir Henry Thornton: Frankly I wanted, and all our officers agreed with 

me, to get that railway for ourselves, and we finally got into more or less of a 
jam over the thing and we found that both the C.P.R. and ourselves were 
more or less bidding against each other. So we said, “let us stop this poker 
game and make a joint proposition.” It really resulted in the Canadian Pacific 
buying the land and offering us a half interest. I think I am safe in saying 
that that was more the recommendation of the officers of the railway than bf 
the government. The St. John Valley railway—Dr. Baxter spoke to me about 
that—he had l>een discussing that purchase for. I should think, at least a year 
or more. Well, we didn’t particularly want to buy it, but at the same time, 
in view of what the Premier said at that time the situation which confronted 
the province, and the probability of making something out of it for the future,— 
because, mind you, when most of these purchases were made everything was 
booming in Canada—it looked as if we were going ahead for I don’t know how 
many years, and that was the result of the negotiations between the officers 
of the company and the provincial administration. They made us an offer and 
we rejected it. and made an alternative offer, end we played little poker witli 
each other. Finally we dickered around and came down to a price. That was 
recommended to the government and accepted.

Mr. Hanson : I have in mind particularly the schedule of branch line-
asked for in the first three years program which included certain branch lines
that were acceded to by parliament and certain ones which were rejected. 
Among those which were rejected was the Guys boro Branch which you are now
building.

Sir Henry Thornton: Yes.
Mr. Hanson : I want to know if this is a fair question—I do not want

to put. you in any hole—if it is not a fair question say so frankly and I will
drop it.

Sir Henry Thornton : You do not need to drop anything.
Mr. Hanson : Was it the government that imposed the Guvsboro Branch 

or was that the railway?
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Sir Henry Thornton: Well, of course, the most ardent advocate of the 
Sunnybrae Branch was Colonel Cantley, and the Colonel fought and died over 
that branch line—excepting, that he didn’t die; he finally came out on top. The 
proposal to build a branch line was the result of many discussions that I had 
with the Colonel, and probably eventually I yielded to his well known blandish
ment' Politically I should say that the Sunnybrae line was a co-operative 
movement for once between both parties, as nearly as men get to it. However, 
it had been a bone of contention for many years, and finally, after discussing 
the matter with all of our officers, we came to the conclusion, "well, it is not 
so tremendously attractive; we hope that the predictions of Colonel Cantley 
will prove correct; we are willing to take a chance on his judgment” and we 
said, "all right, we will agree to it.” That is the way that came about.

Sir Eugène Fiset: What was the amount of the commitment?
Hon. Mr. Euler: Has Colonel Cantley’s judgment been justified so far?
Sir Henry Thornton: The railway is not finished. As soon as it is 

finished, probably a good deal of traffic that is predicted will develop. At least, 
I have enough faith in it that all things considered, it was a reasonable thing 
to do. x

Mr. Cantley: It was fully justified. Sir.
Sir Henry Thornton: The Colonel is an awfully hard man to say no 

to. The total commitment is $4,025.000. Now, in all these acquisitions and 
branch lines and one thing and another I think you have to recognize, and I 
believe that you will recognize, that the Canadian National railway as a state 
owned institution stands in just a little different position from a purely privately 
owned railway company. We have certain responsibilities to the people of 
Canada and to communities which do not exist with nearly the same force with 
respect to a private company. We necessarily must be somewhat more broad
minded in our point of view with respect to branch lines, and constructions 
which develop ' communities than a purely privately owned railway. Now 
there comes a time, of course, when judgment must intervene and when a rail
way administration mast sav to the government—I do not mean either a Liberal 
or a Conservative government, I mean the government—‘‘no, we cannot recom
mend that, it cannot be done, it is not sound;” but there are many cases, and 
this Sunnybrae line was one of them, where there was a question whether it 
was good judgment to build it, or whether it was better judgment not to build 
it. In a case like that wc felt that the proposition was entitled to the benefit 
of the doubt.

Sir Eugène Fiset: I suppose in many cases the judgment of the officials 
has taken precedence over the exigencies—

Sir Henry Thornton: As far as that is concerned, we have always 
endeavoured—and I think I speak for the officers of the railway company as 
well as myself—to speak frankly to the Minister of Railways who happened 
to be in power at the time and to tell him exactly what our point of view 
was; and we have done that, I may say, with frankness, and, I think, fidelity.

Mr. Bell (St. Agi toi ne ) : Returning to your general statement could I ask 
you to enlarge it in this regard: the revenue this vear as I understand it is 
$20.000.000 less than last year— $20,000,000‘.'

Sir Henry Thornton: $46,000,000.
Mr. Bell (St. Antoinel: What proportion of the gross revenue would that 

be, roughly about one tenth?
Sir Henry Thornton: No, that will represent about a little more than 

twenty per cent.
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Mr. Bell (St. Antoine I : Now, in discussing the estimates, is this a fair 
question: what is the policy of the railway regarding this year’s depression: 
is it for strict economy in everything, labour, material, or whatever it is, or will 
you simply reduce it proportionately to your loss of revenue?

Sir Henry Thornton: I will answer that question in this way. I will 
begin with the Minister of Railways representing the proprietors, and I think 
I may go so far as to say that the opinion of the Minister of Railways repre
senting the proprietors is that with intelligence, and we must always introduce 
intelligence into anything, there should be a rigid strict economy. In other 
words, that we <hould promote efficiency wherever possible and reduce expenses 
wherever possible. With that policy the officers of the company and myself 
are in entire accord. We have run into a rough bit of weather. During that 
period we have got to reduce our expenses wherever possible, but there is a 
point which you reach, and it is a technical point, when reduction in expenses 
is not really economy. That is to say, you may allow the property to deterior
ate to such an extent that you will have to spend more than you save in order 
to bring it back to a state of efficiency.

Mr. Hanson: That refers particularly to deferred maintenance.
Sir Henry Thornton: Yes, exactly. In other words, with intelligence 

and prudence, such prudence and intelligence as we can muster. We are 
endeavouring to promote efficiency and increased—

Mr. Bell (St. Antoine): Without practically any arrangement other than 
you—

Sir Henry Thornton: May I say this: you have to take into some 
consideration the people who are employed on the railway. They have certain 
rights that have to be regarded by both the government, as I understand it, 
and by the railway company itself. You cannot turn a horde of people loose 
upon the street and merely transfer the burden of their maintenance from the 
railway company to the city or to the province or to the federal government; 
in other words, in all these things you have to introduce a degree of intelligence. 
So you see the motive back of the whole thing is increased efficiency and 
increased economy.

Mr. Cantley: Reduction along—
Sir Henry Thornton: Wherever possible.
Hon. Mr. Evler: With regard to your capital expenditure, it must pass 

the approval of the Minister of Railways and the government.
Sir Henry Thornton: Yes.
Hon. Mr. Evler: Any substantial reduction, or anything so far as the opera

tion of the road is concerned?
Sir Henry Thornton: Well, as far as that is concerned, both the present 

Minister and other ministers—I have always discussed the condition of our
expenses, our revenues and things of that sort, with them. I have got the
Minister’s opinion with respect to the measures that we are adopting, the road’s 
expenses; but necessarily when you come to the detail of the execution of the
expenses, the Minister leaves that to me to say how many section men we
shall have in a gang, and details of that sort ; but there has been—

Hon. Mr. Evler: In a large way.
Sir Henry Thornton: There is to-day, Mr. Euler, and I think the 

Minister will permit me to say so, the closest contact with respect to all 
matters which relate to the policies of conduct of the railways.

Hon. Mr. Evler: That has always been the case.
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Sir Henry Thornton : I have always done that, or tried to at least. Of 
course, naturally to-day when conditions are more severe and we are in a 
rougher stretch of weather than we have ever been before, the contact with 
the Minister must necessarily and properly be closer than it has been previously.

Hon. Dr. Manion : May I put in one phrase. I agree entirely with every
thing Sir Henry Thornton has said in regard to assistance given by the govern
ment in the matter of economies ; at the same time anything in the shape of 
economies in operation and maintenance of the road itself, in the ordinary 
operation and management of the road, the whole responsibility for that 
naturally falls upon the management and the directors.

Mr. Hanson: That is under the statute, is it not?
Sir Henry Thornton: Of course, that is perfectly obvious. All I can say 

is that it is a matter of ordinary common sense, that I would discuss any 
measure or policy with the Minister, and I would like to have his advice 
sometimes ; but the Minister is quite right, the officers of this company are 
responsible for its administration, and they have to carry out that responsi
bility with such intelligence and fidelity as they command.

Mr. Fraser: The reduction in your expenses as compared with 1923 and 
1930 involve a reduction in your personnel, employees and officers, and that 
sort of thing.

Sir Henry Thornton: Well, there has been an automatic reduction, of 
course, in employees naturally. Take for instance freight service—

Mr. Hanson : There has been.
Sir Henry Thornton: There has been, generally ; as business falls off 

engine men go back to firemen, and the junior fireman has got to get out of the 
service; he has nothing else to do. In the same way the junior conductor 
becomes a senior brakeman, and the junior brakeman is put on the extra list.

Mr. Fraser: Would there be a reduction of employees on account of 
coordination?

Sir Henry Thornton: Yes, on account of coordination.
Mr. Fraser: You would expect that?
Sir Henry Thornton: Yes.
Mr. Fraser: How does your entire staff compare now with 1923? The 

number of officials and the number of employees of all kinds.
Sir Henry Thornton : I may not be able to get that for a few minutes.
Mr. Hanson: While you are looking up that, may I ask this question: 

this is part of your working arrangement with the unions?
Sir Henry Thornton : Yes.
Mr. Hanson : That they go back as the traffic decreases.
Sir Henry Thornton: Eight thousand less, is the actual figure.
Hon. Mr. Euler : Has there been any reduction in wages?
Sir Henry Thornton: No; those wages are all matters of contractual 

obligations with the unions.
Mr. Hanson: There has been a clerical reduction, reduction in time, and 

so on?
Sir Henry Thornton: There has been a reduction of time in the shops. 

We are working our shops five days a week instead of five and a half, and the 
curious part of it is production is practically the same in the five days as it 
was in the five and a half days.

Hon. Mr. Euler: What is the explanation of that?
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Sir Henry Thornton: Why, the explanation is a very simple one. 
Saturday morning you only have a half day to work, and it is almost impossible 
to start any particular job of any importance and finish it, and the result is 
there is not very much production. That is, what you would consider production. 
There is a lot of work done, but it does not find expression in production.

Mr. Hanson : I suppose there is the fear too, that there will be further 
reduction coming and the men will have to work harder?

Sir Henry Thornton; I did not get that.
Mr. Hanson: I suppose there is the fear too, that there will be further 

reduction in time and the men will have to work harder?
Sir Henry Thornton : Well, you have only got a certain amount of work. 

We have tried to keep our shop busy by doing in our shops work which under 
other circumstances we would perhaps let out, and generally under contract 
outside. We have felt that our first obligation was to see to it that so far as 
possible our shop people were reasonably busy, and we have therefore built 
certain engines, certain cars in our own shops for that purpose. We believed 
we had that obligation to our own men, and incidentally I may say everything 
that we have done in that connection has been done with the full approval, I 
can say with the cordial approval and assistance and co-operation, of the trade 
unions.

Mr. Bell (St. Antoine): Could we have a statement, Sir Henry, of the 
increases and decreases in wages?

Mr. Hanson: He has the percentages there.
Sir Henry Thornton : I think you will find it in that pamphlet you have. 

Mr. Bell.
Mr. Hanson : He has a very illuminating chart in dollars and cents, and 

a comparison with the—
Mr. Bell (.St. Antoine) : I mean over the entire system. Has there been 

an increase or a decrease in wages?
Sir Henry Thornton: There has been no alteration, generally speaking, 

Mr. Bell, as applied to classes in remuneration on the Canadian National Rail
ways. As compared with 1929, taking 1930 and comparing it with 1929. there 
has been no reduction in class remuneration.

Mr. Fraser: Was there an increase in 1929?
Mr. Bell (St. Antoine): I am speaking of the amount, Sir Henry, not of 

classes.
Sir Henry Thornton: The wages are considerably less, and I think 

perhaps you will find it in that pamphlet.
Mr. Hanson: As a matter of fact, Sir Henry, in the eight-year period 

there has been an increase in certain classes of wages.
Sir Henry Thornton : Yes, Mr. Hanson, there has been an increase to 

shop men and an increase I think about five per cent to men in the train 
service. The reduction in the pavroll in 1930 as compared with 1929 is 
$17,000.000.

Sir Eugene Fiset: Has there been a reduction in the administrative staff?
Sir Henry Thornton : Yes, but I cannot just tell you offhand without 

going into it, but I can tell you there has been a substantial reduction, one 
vice-president has been eliminated.

Mr. Hanson : That was done recently?
Sir Henry Thornton: Yes.
Mr. Hanson : That reduction is very recent.
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Sir Henry Thornton: Yes; and there has been a general reduction in 
the administrative staff.

Mr. Heaps: Would it be possible to bring down at the next meeting a brief 
synopsis of the last five years showing the number of men employed in the 
railways and the total amount paid in wages over that period?

Sir Henry Thornton: Yes, we can get that as well, Mr. Heaps.
Mr. Heaps: I know that something like that is given in the statistics of 

the Bureau of Labour.
Sir Henry Thornton: We have it here, Mr. Heaps. I can give it to you 

right off the grill.
Mr. Heaps: So much the better.
Sir Henry Thornton: Now, this includes pay rolls and capital account 

as well as chargeable to expenses. The total payrolls for the—beginning in 
1923—the total payroll in 1923 was $154,600,000, representing 108,000 em
ployees; 1924, 102,000 employees, and $146,000,000; 1925, 99,000 employees, 
and $147,700,000—I am just giving you round figures, I take it that is what 
you want—in 1926, 104,000 employees, $152,700,000; in 1927, 104,600 employees, 
$160,000,000; 1928, which was, of course, our biggest year, when we had our 
largest gross earnings, 108,792 emplovees, $169,700,000; i929, 111,000 employees, 
$174,000,000; 1930. 100,000 employees, $156,000,000, and in April, 1931, the 
rate on which we are giving you a prediction forecast for 1931, 89,199 em
ployees and $142,000,000. Were those the figures you wanted?

Mr. Heaps: It indicates those who are engaged on capital construction. I 
presume quite a large number of employees in April of this year were engaged 
in branch line construction?

Sir Henry Thornton: Not very many.
Mr. Heaps: It shows quite a respectable drop.
Sir Henry Thornton : We can separate them between capital account and 

expenditure*, if you like.
Mr. Heaps: Can you also separate what you would call the official staff 

and the operating staff?
Sir Henry Thornton: Well, this might interest you. This might answer 

your question. There are 2,104 employees on the lines of the Canadian National 
Railway who receive over $3,000 a year in salary, and their total remunera
tion represents approximately $9,000,000. Does that give you the information?

Hon. Mr. Euler: If I took the figures correctly, I took the number of 
employees as 111,000 two years ago.

Sir Henry Thornton: In 1929.
Hon. Mr. Euler: They are down to 89,000 this year, so the reduction is 

over 22,000.
Sir Henry Thornton: A good many of these have just automatically 

dropped out in connection with the reduction of transportation services.
Mr. Hanson: It is the biggest factor.
Sir Henry Thornton: It is a fairly large factor.
Hon. Mr. Euler: The Hudson Bay Railway is not included in this at all.
Sir Henry Thornton: No.
Mr. Hanson: You are building that on account of the government?
Sir Henry Thornton: We are acting as agents of the government.
Mr. Hanson: Sir Henry, does that 89,000 represent administrative execu

tives. employees and everything else?
Sir Henry Thornton: Yes, everybody that is in any way, shape or form 

associated with the railway.
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Sir Ecoene Fiset: Who are drawing union wages?
Sir Henry Thornton: All kinds of wages, everything.
Mr. Cantley: From the president down?
Sir Henry Thornton: Everything, everybody.
Hon. Mr. Euler: Can you tell us the aggregate wages paid for the 111.000 

employees, and what was the amount of wages paid the 89.000 employees?
Mr. Cantley: He just gave us that.
The Chairman: He just gave us that, $174,000,000 for the 111.000 em

ployees, and $142,000,000 for the 89,000 employees.
Sir Henry Thornton: The answer to your question is this, and this of 

cour-c. is simply a prediction for that period. It will probably be less than 
these figures which I am giving, because we are constantly finding new and 
better and cheaper ways of doing things to-day. The prediction to-day is this, 
that for the year 1931 the number of employees will be 89,199, and their total 
remuneration will be $142,000,000.

Hon. Mr. Euler: How much was the amount for the 111,000?
Sir Henry Thornton: In 1929 we employed 111,575 individuals, and we 

paid them $174,345,000.
Mr. Kennedy: I hear some criticism of the administrative costs of the 

Canadian National Railways. Have you any statistics showing how they com
pare with other lines?

i*ir Henry Thornton: We can get that; we have not got it. But taking 
in salaries and expenses of general offices and salaries and expenses of clerks 
and attendants, there has been a reduction of about $85,000 as compared with 
1930 and as compared with 1929. Now, let me answer vour question in this 
way, although perhaps I can get some more definite, precise information. The 
-alaries which are paid on the Canadian National Railways and in connection 
with what you would describe as general offices and the expenses and their 
general officers, are substantially the same as you find in any railway of 
-imilar size and importance on the North American continent. There is gen
erally a known scale of salaries with respect to various classifications of offices, 
just as there is a going uniform wages which applies to the machinist and the 
conductor and the enginemen and everyone else; and those who are in business 
know, of course, what those are. The answer then to your question, if I may 
so put it, is—and you may believe me or not, as you like—that the scale of 
-alaric- which are paid on the Canadian National Railway is commensurate 
and the same as those paid for similar service generally on railways in Canada 
and the Vnited States of America.

Mr. Kennedy: If there is a known scale, what is the objection to publish
ing the facts in connection with the salaries?

Sir Henry Thornton: Well, simply this,—
Mr. Kennedy: I am not saying it should be done.
Sir Henry Thornton: Simply this: we have found upon one or two 

occasions in the past, where the salary of an important, efficient officer has been 
given, lie has had immediately offers from other companies elsewhere, and an 
attempt to attract him from our sendee. That is one reason. The second reason 
is that the condition of service and the emoluments to officers are properly the 
functions of the Board of Directors. If the Board of Directors have not that 
function, then they have no function. That is one of the responsibilities with 
which they have been charged.

Mr. Hanson: You say there has been a delegation of authority by parlia
ment in that respect?
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Sir Henry Thornton : Yes, in fact, if you wish, I was talking to the 
president of a very important railway not so very long ago, within the last two 
or three weeks, and, he said “I would not give under any circumstances the 
salary of any officer to any board or shareholders themselves.” That is a 
responsibility which rests upon the board of directors of the company, and as a 
matter of fact the amount of money which is paid to those who are generally 
known as executive officers represents a very small proportion of the total 
expenses of the company.

Mr. Hanson: That is true, but I would think that is a pretty high-handed 
attitude for any general manager to take with respect to shareholders. I think 
I could get the information, if I wanted it, if I were the shareholder of a cor
poration.

Sir Henry Thornton: Well, knowing your well-known legal ability, of 
course, I would say yes.

Mr. Hanson: I think I could find out what the salaries are.
Sir Henry Thornton: All our shareholders are not quite so good lawyers.
Mr. Hanson : That is neither here nor there, Sir Henry. I think the position 

has been accentuated by the statement that was made in the House very recently 
in reply to a question that there were thirty-five officers of the Canadian National 
Railways who were obtaining salaries in excess of that paid to the Prime Minister 
of this country.

Sir Henry Thornton: Well, the Prime Minister—
Mr. Hanson: And it was rather a shock to the members of the House, I am 

not going to speak for the public.
Sir Henry Thornton: Well, the Prime Minister of the country is 

notoriously under-paid.
Mr. Hanson: I agree absolutely with that statement, but there is the fact, 

nevertheless.
Sir Henry Thornton: It is one of those unfortunate things. If I were 

running the show, I would promptly increase the salary of the Prime Minister.
Mr. Hanson: I do not think the country would stand it now, but so far 

as the members of the House of Commons are concerned, I think that they ought 
to pay the Prime Minister and the members of the Cabinet more money.

Sir Henry Thornton: I agree with you, and I have always felt that. I 
would go a little further. That is one of the troubles under our popular form of 
government. Here is a great country which demands in its executives and its 
parliamentarians the best brains of the country, and if there were trade unions, 
they would not stand for the salaries that are paid five minutes.

Mr. Hanson: I think it would be a good thing to form a—
Sir Henry Thornton: Mr. Hanson, there are conductors on our railways 

who are making more money than members of parliament.
Mr. Heaps: I think we will have to organize members of parliament.
Sir Henry Thornton: Why don’t you start a parliamentary union?
The Chairman: I think some of us had better get a job as conductors. 

t Gentlemen, we have had a very full meeting. It is five minutes to one 
o’clock and I should like to know what days you desire to meet next week. I have 
a suggestion to make, that we have three meetings next week, Tuesday, Wednes
day, and Thursday.

Mr. Heaps: I should like to get some information on the position of the 
government-----

I fie Chairman: I might say in reference to that, we cannot bring it down 
until the Minister gets his bills' in the house, so that they can be referred to the
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committee. We cannot go into the bills; we cannot go into the details of the 
matters until the bills have been presented, so that questions may be asked 
in this committee.

Hon. Dr. Manion: I will endeavour to get them for you; I will endeavour 
to have things arranged so that we will be able to get at this year’s assessment.

Sir Eugène Fiset: I think you ran easily get them.
Hon. Dr. Manion : There are all of last year’s expenditures to deal with. 

We are not going to get right at those in one meeting. Last year’s expenditures 
are still to be dealt with, and you have Sir Henry Thornton’s general statement 
upon which the committtee, no doubt, wishes to ask questions. We will make 
every endeavour to get the whole matter arranged so that everything will be 
before the committee.

Sir Eugène Fiset: What time does the meeting open on Tuesday?
The Chairman: Eleven o’clock on Tuesday. We will try to continue this 

meeting so that the committee will go on on Wedneday and Thursday as well.
Sir Eugène Fiset: Shall we sit while the House is in session?
The Chairman: We are getting permission to do so.

The meeting adjourned until Tuesday, June 9, at 11 a.m.
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Ordered,—That the said Committee be empowered to examine and inquire 
into all such matters and things as may be referred to them by the House; and 
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MINUTES OF PROCEEDINGS

Tuesday, June 9, 1931.

The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m. Hon. Mr. Chaplin, the Chair
man, presided.

Members present: Messrs. Beaubien, Bell (St. Antoine), Bothwell, Cantley, 
Chaplin, Duff, Euler, Fiset (Sir Eugène), Fraser (Cariboo), Gobeil, Gray, 
Hanbury, Hanson (York-Sunbury), Heaps, Kennedy (Peace River), McGibbon, 
MacMillan (Saskatoon), Power, Rogers, Stewart (Lethbridge).

The Minister of Railways and Canals was out of town on account of the 
serious indisposition of a relative.

The Chairman ruled that questions already on the Order Paper of the 
House and disposed of by “Order for Return” should not be submitted in this 
Committee. He declared, further, that he would not allow any answer to any 
question that had reference to any contract presently in force ; but any contract 
completed might be inquired into.

In the Chairman’s opinion, no question should be allowed that might in 
any way be considered as detrimental to the interest of the Company.

Mr. McGibbon referred to apprehension prevalent by reason of alleged 
extravagance in salaries paid by the Canadian National Railways. Discussion 
followed respecting this matter.

On motion of Mr. Hanbury:
Resolved,—That further discussion concerning Canadian National Railways 

salaries be deferred until the return of the Minister of Railways and Canals.
Sir Henry Thornton answered a question which was asked yesterday by 

Mr. Heaps respecting the number of employees of the Canadian National Rail
ways and their compensation for the past five years (by years) divided as be
tween Capital and Operating Expenses.

Mr. Hanson having suggested that the comparison made yesterday by Sir 
Henry Thornton (see page 11 of the printed Minutes of Evidence) as between 
Capital and Earnings in 1922 and 1930 had left a wrong impression, Sir Henry 
Thornton elaborated thereon.

Sir Henry Thornton explained the method whereby the Canadian National 
Railways annual budget is prepared.

Mr. S. . Fairweather, Director, Bureau of Economics, commenced the 
reading of an “Analysis of 1930 Results of Operation as Compared with 1929.”

Mr. S. W. Fairweather, Mr. S. J. Hungerford, Vice-President, Operation 
and Construction Departments, and Mr. J. B. McLaren, Comptroller, assisted 
Sir Henry Thornton in supplying information.

The Committee adjourned until Wednesday, June 10, at 11 a.m.

JOHN T. DUN,
Clerk of the Committee.

28483—I*





MINUTES OF EVIDENCE

House of Commons, Room 231,
Tuesday, June 9, 1931.

The Select Standing Committee on Railways and Shipping met at 11 a.m. 
Honourable J. D. Chaplin, Chairman, presiding.

The Chairman : The Minister of Railways and Canals is unfortunately 
not able to be here, but the Hon. Mr. Dupré will be here in a minute or two. 
We will go on with the business of the committee in the meantime.

Mr. Hanson: What are we to take up to-day?
The Chairman: I just want to make a statement in reference to some 

questions that were put to me at the last meeting through Mr. Pouliot. The 
questions that Mr. Pouliot asked this Committee to take up are questions that 
are already on the Order Paper, and the whole of those questions have been 
submitted and are now subject to orders of return in the ordinary' way. I feel, 
therefore, and will decide that this Committee will not touch any questions 
that have been placed and are before Parliament, an order having been given 
for their return. There may be some of those questions that may be answered 
as we go along, and there are others that will take some time, and we have to 
give the officials the regular time to get those out. That is all I have to say 
as to that. The business that will be taken up will have to do with the regular 
business that has already passed; I mean by that, any new business referring 
to these printed estimates cannot be touched until we get the reference from 
the House. That is to say, bills or orders before the House have to be attended 
to first.

Mr. McGibbon: Mr. Chairman, I have been trying to get information. 
Some of my questions have been answered, and some of them have not. Now, 
you remember, Sir, that twelve years ago you and I supported the Government 
that controlled these railways. We felt that we had no alternative, and did not 
want any alternative at that time. I am still in that position. The National 
Railways are the property of the Dominion of Canada. They are our property. 
We are interested in the success of them. At that time there was no alternative ; 
the Government refused to let them go to the Canadian Pacific Railway; and 
you rmember, Sir, at that time, and the late years during the war, there were 
negotiations started. I believe in the old Canadian Northern, to let these rail
ways go to the C.P.R. I believe the old Grand Trunk was the same. That was 
fought by the Government of the day that you and I supported. Personally 
I still support it. But it is needless to shut our eyes to the fact that there is 
great anxiety throughout the country. You hear it in the railway trains, hear it 
in hotels and clubs—anxiety predicated, I believe, on the people’s interest in 
their own road. In connection with that you hear extravagant statements 
made. It is not for me to say whether they are true or not true, but certainly 
it is in the interests of the country that the truth should be known. I represent 
forty thousand shareholders of this railway, and in particular nine thousand 
voters, and I placed questions on the Order Paper some time ago, and I would 
like to get the information. There are more that will come up that I am going 
to submit to you on behalf of the people of this country, that is, to see whether 
there is rank extravagance that the people are saying is taking place. I do

25
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not think we can do better, Sir, than start at the top. I would like to know 
the salary of the President. I know it is stated in the Order in Council at 
$75,000 and expenses, which I am not prepared to contradict; but the statement 
is made that additional salaries, emoluments of some kind, have been drawn from 
some other sources connected with the railway, and the sum which you hear has 
gone into extravagant figures, in my opinion. I am not saying whether it is true 
or not true, but I do say that, representing forty thousand people of this country 
in general and nine thousand in particular, that the people have a right to know. 
They have partial knowledge of the President’s salary ; that was made public ; 
but if that is not the complete salary we ought to know it, and we are entitled to 
that. It has been admitted by the Parliament of Canada, and I would like to 
have your ruling as to whether fhe questions I asked in the Order Paper of the 
House, and others which I purpose asking, will be answered later on.

The Chairman: Well, gentlemen, this in my opinion represents the share
holders of the company. This is, in fact, the annual shareholders’ meeting of 
the Canadian National Railway, and such questions as do not affect the actual 
running of the railway—that is to say, questions that would affect the running 
of the road but that would give information that would be detrimental to the road, 
detrimental to the business of the road, I would question, and if I had my own 
way refuse such questions in the Committee. But the questions as to the salary 
of an official of the road I could not treat as other than justifiable, because I 
have been at enough meetings of shareholders to know that that is a share
holder’s privilege, and any officer of a company that would not give that infor
mation would ver\r likely lose his job. That is exactly the way I view this, and 
if I am to be the one to determine it I would say that that question is perfectly 
proper and regular.

Mr. McGibbon: Is that your ruling, Mr. Chairman?
Mr. Chairman: That is my ruling.
Mr. Grey: Is Mr. McGibbon’s question in the same position as Mr. 

Pouliot’s arc? What are on the Order Paper? Are his questions to be answered, 
and Mr. Pouliot’s not?

Mr. McGibbon: Mine are not.
Mr. Grey: If they are on the Order Paper they should be before Parlia

ment.
The Chairman: There is some difference between the questions. The ques

tions submitted by Mr. Pouliot have been determined by the House. The House 
has given an order for those questions to be answered in the regular course of 
business. It takes some time to gather the answers together. Of the questions 
that Mr. McGibbon has put before the House, two at least, probably more, that 
have been put by Mr. McGibbon may have been referred by the Government 
to the Railway Company, and in reference to those questions the Railway Com
pany say that it is not in the interest of the road that they be answered. While 
that is their point of view, I may say that my point of view is different. Now, 
if that point of view is not correct, this Committee is in power, and not me. I 
have given the ruling and you have the same recourse to my ruling as you have 
anywhere else.

Mr. Bell: Mr. Chairman, my previous experience with this Committee 
has been this, that the President and officers never refused to give a member 
any information that he asked ; but the point is this: Does Mr. McGibbon require 
this for his own information, or will it be given out publicly here? It may be 
detrimental to the running of the Canadian National Railway. I agree with 
your ruling, but I believe that the Officers of the Canadian National Railway 
have never refused to divulge any information.
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The Chairman: So far as I know of this Committee—and I have been on 
the Committee regularly—I have never heard of any question that has not been 
fairly well dealt with ; and if any questions were to arise that in my judgment 
would be to the detriment of the road I would refuse to put the questions, or 
refuse to answer them. I simply say this ; if the majority of this Committee do 
not agree with me it is their right to dispute my decision in the matter. Of the 
questions that Dr. MeGibbon asked, one had reference to the President’s salary. 
That salary is a matter that everybody knows about. It was made by the 
authority of Parliament. Surely there cannot be anything wrong with an enquiry 
about that salary or any other salary. If the salary of the President of the 
road is public property—and it must be, because it is in the parliamentary paper 
—then every other salary must be; it does not only apply to the salary of the 
President. Surely that cannot be detrimental to the railway company ; I cannot 
see it. However, I simply make the statement again, that I am only your 
servant, and if I am wrong in that decision, or if that decision is not satisfactory, 
it is up to you to instruct me what you want.

Mr. Beaubien : This is the first year I have been on the Committee. The 
attitude that has been taken in the House of Commons was that it was not 
in the interest of the railway company to give the salaries.

The Chairman: That is not quite correct.
Mr. Hanson: The management took that attitude.
Mr. Beaubien: I stand corrected. That is the attitude the company 

has taken, through the Minister, in the House, and I do not see any reason 
why we should depart from that procedure. In the first place I do not suppose 
Sir Henry Thornton had any objection to give his salary, but the railway 
company, like any company—even your own company, Mr. Chairman, or 
any company—if you have a secretatry or officials in any department, and you 
go along and broadcast their salary, somebody might come along and pick 
those men up, and so the railway company would be without them.

Mr. Hanson: You need not worry about that.
Mr. Beaubien : I am not worrying.
The Chairman : Now, gentlemen, you must not interfere. This gentle

man has a right to speak.
Mr. Beaubien : Our experience is this ; even if it is a private business— 

and the Canadian National Railway, as far as that goes, is a private corpora
tion—the Minister is not supposed to act politically, anyway, and we should 
not go too far in getting into the private operations of the railway company 
where it will not do us or the public any good.

Hon. Mr. Euler: One does not want to reflect on the chairman, who is 
a very good friend, but after all, this Committee is the creature of Parliament 
itself, and can very well take an example from Parliament. Questions in regard 
to this matter have been placed on the Order Paper, and I think the Minister 
of Railways said that it is not in the interest of the road—

Mr. Hanson : He did not say that; he said the management took that 
attitude.

Hon. Mr. Euler: I take it, from that, that the Minister of Railways in 
that regard followed the wishes and advice of the management. It all comes 
to the same thing. The result was that Parliament, or a member of the Govern
ment representing Parliament—the Minister of Railways—diil not hand out 
the information. If Parliament, then, took that attitude, as it actually did, 
why should this Committee want to go any further than Parliament itself— 
that is, the Committee itself, being a creature of Parliament? I would ask 
this—
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Mr. Hanson: Parliament has not replied.
Hon. Mr. Euler: Why should we not follow the same course that Parlia

ment has done? Ordinarily I am pretty much in favour of information being 
made public, but after all, this road is a public project; why should it not be 
conducted, as much as possible, as a business proposition, following the ordinary 
rules of business propositions? With that view, I say we ought to take the 
advice of those gentlemen who control it.

Sir Eugène Fiset: I have been a member of this Committe in years past. 
These officials of the railway company have already been brought before the 
Committee. The view of the Committee then was that it was not thought 
advisable that we should press that question, but the statement made by the 
Minister in the House the other day did not indicate what my Honourable 
friend, Mr. Euler, has just stated. The Minister said that the officials had 
objection to these facts being divulged, and the result was that the matter was 
before this Committee, and the reasons they were not willing to divulge the 
figures would be given to this Committee. It is only a matter of a vote to 
ascertain what is the opinion of the Committee. If the Committee decides 
that the salaries of the high officials of the Canadian National should be made 
public I think it should be done. If they decide otherwise, why, that is the view 
of the Committee.

Mr. Heaps: I think if we keep on the way we are going here we will not 
get very far. I think that any member who wants information, proper informa
tion, should get it, but the man who ought to give us the information is not 
here this morning—I mean the Minister of Railways. I think if we are going 
to look into the salaries, we will take time that we need for going into much 
more important questions. I am more interested in the operation of the Cana
dian National Railways than I am in the salary of the President or Vice- 
President or any of the high officials of the company. I would suggest, however, 
Mr. Chairman, as I am very anxious that this information should be given to 
all the members of the Committee, that this question should be deferred until 
the return of t he Minister of Railways himself ; and Mr. McGibbon might have 
the questions put before the Committee at the one time. He has made a 
statement here in regard to extravagances of me kind or another, and I would 
like him to make the whole statement he is prepared to make, and to have it 
made in a public character before this Committee. Personally I would like a 
man who is saying there is something wrong in the salary to say what that 
wrong is. It makes a bad impression, and it should not be made before the 
Committee ami before the country as a whole unless that Member has full 
information. I think the matter should be deferred until Dr. Manion is here.

Mr. Hanson: Mr. Chairman, I am quite in accord with that suggestion. 
I may say frankly that I think from a strictly legal standpoint we are entitled 
to the information. I understand, however, that Sir Henry Thornton would 
not desire that the information should be made public property, for the reasons 
he has given. However, I do think that the Minister, who is, after all, our 
chief in relation to the railways, should be present, and these questions should 
be determined on a lead from him. I think he must take the responsibility of 
determining it before the Committee, and I am quite willing that this matter 
should stand until he returns, and then have it settled definitely one way or 
the other.

Mr. McGibbon: I do not want to take up so much of the time, but there 
are certain general principles. For instance, the public have a right to know 
whether the contract with the President has been lived up to. Now, very likely 
the fact that the management will not say whether it has, may give the public 
the right to think that it has not. If that is not given to the public—the 
salary of the President, and tl\e expenses—I may say that this thing is not
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kept under a bushel before the public, for you hear it every place, and the 
sums that you hear are simply fabulous. I do not say they are true, but I 
say this, that it is in the interest of the management themselves to deny, if 
it is not true, and if a true statement of affairs is not made I contend that it 
ought to be made, if for no other reason than to stop this talk. I am interested 
in the National Railways. I was a supporter of the Government that promoted 
it, and I was with them in the view that it would not be fair to put itself in 
the hands of any organization that controlled all the railways of this country. 
To my mind it is inconceivable that the National Railways should ever fall 
into the hands of the Canadian Pacific. This is our property ; we represent 
the Canadian people; we have a right to know whether it is managed properly 
and economically or not. I say again, in view of the widespread publicity that 
is given to this talk, not only here in Ottawa but every place in the Dominion 
of Canada, that the easiest and surest way to create confidence in the manage
ment is for the management themselves to disclose the true state of affairs. 
I say it was a mistake for the Government not to answer these questions, 
because they are questions that could have been answered, and if the contract 
had been lived up to, nothing more is being asked of the Canadian National 
than a simple statement of that fact. Mr. Chairman, I say again, as a mem
ber of this House, representing forty thousand shareholders in this country, I 
am entitled to that information

Mr. Han bury: I agree with Mr. Heap- and Mr. Hanson, and in order to 
bring this matter to a head I would move that the further discussion of the 
salaries of the officials of the Canadian National be deferred until the return 
of Hon. Mr. Manion, the Minister of Railways.

Mr. Hanson : I think it would be unneces-xiry to put that motion.
The Chairman: Is it your pleasure, gentlemen, to have the motion 

made by Mr. Hanbury, to be put formally? (Voices—“ Carried ”.) Seeing 
that the motion was made, I will declare it carried.

Mr. Hanson : What is it proposed to take up now?
Sir Henry Thornton: Might I interrupt to say that answers should be 

handed in to questions asked at the previous meeting. Shall we follow that pro
cedure? I think the consensus of opinion is that we should. Mr. Heaps a>ked 
this question : “Number of employees of the Canadian National Railways and 
their compensation for the last five years (by years) divided as between Capital 
and Operating Expenses.”

I have the answer to that question and will turn it in, but it has been fourni 
almost impracticable to divide the number of employees between capital and 
operating expenses because during a large part of the time a considerable number 
of the men were working partly on matters chargeable to capital and partly on 
matters charged to expense, and it is impossible to make a division, but we made 
a division between the total amount spent on capital and the total amount spent 
on operating expenses and I will hand it in to go on the record.

Answer: Employees and Compensation including Eastern Lines and ex
cluding Central Vermont is as under:—

Average Number Operating Capital and Total
of Employees labour other Accounts Compensation

1926 ........................ 103.952 $136,023,189 $16,720,119 $152,743,308
1927 ....................... 104.671 141.323,692 18,792,510 160,116,202
1928 ....................... 108,792 150.754.658 18,937,646 169,692,304
1929 ........................ 111.575 152.760,785 21.593,222 174,354.007
1930 ........................ 100,678 140,072,733 17,839,517 157,912.250

Die Chairman: I might say as questions come up we are keeping them all 
by themselves so that next day we can segregate them and put them into shape 
without any trouble. They will be read into the record as well. They will be 
answered here and they will get into the record in that way.
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Mr. Hanson: What is the stage of the proceeding we are now at? If in 
order, I may say that on page 11 of the Minutes of Friday, on speaking of 
capital expenditure, Sir Henry Thornton said, “we take 1930 and compare it 
with 1922 and find an increase in net revenue to the railway company about 
$17,000,000, and then you have reference to the elimination of the Central Ver
mont which had capital expenditures to about $30,000,000. You say in the 
minutes, Sir Henry,—”

I am speaking of the instrument as a whole. Now these figures I 
venture to give you are rather interesting. If we take the year 1930 and 
compare it with 1922 we find that the increase in net revenue to the rail
way company is $17,000,000. For purposes of making this comparison I 
am going to eliminate the Central Vermont railway. The capital expendi
tures on that railway amount to about $30,000,000. The additions to 
capital on the rest of the railway composing the Canadian National rail
ways amount to $370,000,000. I eliminate that because the Central 
Vermont last year—and it is now on a paying basis—because last year 
it met all of its fixed charges and it had a surplus of $150,000 besides. But 
if I eliminate that—and I am doing that for convenience because that 
happens to be the way the figures fire prepared—we find that after elim
inating the Central Vermont the increase in net earnings in 1930 as com
pared with 1922 is about $17,000,000 and the increase in capital is about 
$370,000,000 and that the ratio of the increase in net earnings to the 
increase in capital 4 66/100 per cent. If you take class one railroads of 
the United States just as a matter of comparison, as a yardstick, to see 
what happens, we find that the ratio is 4 14/100 per cent and if you take 
the Canadian Pacific you will find the ratio is 25/100’s of one per cent. 
In other words, our additions in capital in so far as efficiency is concerned 
are rather more than the class one railways of the United States.

Now I would like to know exactly what you mean by that statement and 
that declaration because I have been studying it since I heard it and if it means 
you are allocating to the $370.000.000. the revenue of $17.000,000 I do not think 
it a fair comparison. What about the billion dollars behind that $370.000.000 
that helps to earn that money.

Sir Henry Thornton: I made a statement which I think is quite easily 
understood that in 1930 and 1922 the gross earnings of the two years were 
substantially the same. Oh, Mr. Hanson, this particular statement I might say 
includes the Central Vermont but does not include the Eastern lines. I think 
the statement I made as to capital and expenditure is plain here. As to what 
perhaps you have some difficulty in understanding is this, that in comparing 
1930 with 1922 the actual increase in net earnings was $17.000.000 in 1930 over 
1922. That is the addition to capital was represented by $370,000.000. If you 
take class I railways in the United States their addition to increase in net earn
ings in 1930 as compared with 1922 represents an increase of $205.000,000 or 
practically $205,700,000. Within that period their addition to capital amounted 
to $4,966.000,000. Now in our case, in respect to the income the ratio of increase 
of our earning to the increase of capital was 4.66 per cent—with respect to 
class I railways in the United States the ratio of increase in net earnings in 
capital was 4 14 100 per cent, and with respect to the Canadian Pacific Railway, 
as far as it is revealed from their report the increase in net revenue was $584.000 
and in the intervening period capital of $232,000,000, making a ratio of 25 100 
to one per cent. Does that make it clear?

Mr. Hanson : I understand the basis of this tabulation but I object to the 
implication that because you spent $370,000,000 you earned the whole $17,000.000 
in excess over 1922. I say that is not a fair statement. It had a billion dollar 
capital behind it, and it gives the wrong impression.
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Sir Henry Thornton: It was not the intention to give a wrong impression 
but the fact remains that we had the same railway in 1930 that we had in 1922; 
it serves the same territory ; it had substantially the same offices but the net 
revenue was $17,000,000 greater in 1930 than in 1922, and how did that happen? 
The point that I make is that in 1922 the railway was not an efficient machine; 
it was badly lacking in many facilities which were essential for economic admini
stration, and by the addition of the capital set forth we were able to very materi
ally reduce our expenses, and there are officers here who have been familiar with 
this property for a much longer period than I have and who will say to you if 
those facilities had not been provided the net earnings of 1930 would have been 
the same as in 1922.

Mr. McGibbon : In 1922 we did not have the amalgamation of these different 
lines and did not have the revenue we should have got. I remember the difficulty 
the government of the day had in getting the railways to work together.

Sir Henry Thornton: That is quite true, but we must take this into 
consideration that in making the statement that it was $17,000000 more in 1930 
than in 1922 I have made no allowance for any reduction in freight rates and 
increase in wages, and if those two factors were concerned the difference would 
not have been $17,000,000, but somewhere around $22,000,000. Mr. Fairweather 
says the actual figures would be $24,000,000. and the $24,000,000 would take 
up the facts you mention.

There is no doubt an amalgamated property is more easily administered 
than a separate property.

Mr. Hanson : Is it that there was a loss on the haul.
Sir Henry Thornton: That may be so, but after all, where was the same 

tonnage available. The Grand Trunk got their proportion and the old Canadian 
Northern got their proportion and the Canadian National Railway got their 
proportion.

An Hon. Member: The C.P.R. got a large proportion which should have been 
got by the Canadian National lines.

Sir Henry Thornton: I do not know about that, but I do make the 
definite statement that you have the spread between $17,000,000 and $24,000,000 
which would take up the balance you mention.

Mr. Cantley: Is it not true that some of this may be attributed to the fact 
that in 1922 there was the commencement of a great depression as compared with 
the very large increase in traffic in 1930.

Sir Henry Thornton: Of course I was not here in 1922 and I do not know 
that I can state with any great assurance as to that, but if you can find any 
greater depression than in 1930 or 1931 I would like to see it.

Mr. Beaubien: You have given an increase in regard to the Canadian Pacific 
Railway and they enjoyed the same increase as the Canadian National and still 
your ratio is higher.

Sir Henry Thornton: That is just my point. These are arguments that 
may be used, either with wisdom or otherwise in regard to the parts devoted to 
capital.

Mr. Hanson : That is a justification of spending $370,000,000 but the impli
cation is that if you had not spent the $370.000,000 you would not have had the 
4-6 increase in earning. That is the point I have in mind.

An Hon. Member: You and I disagree in that.
Sir Henry Thornton: Mr. Hungerford has had long experience with all 

these properties, much longer than I, and I think it would be illuminating if he 
would give his opinion based on his knowledge of the property and what he 
thinks of the addition to capital for the purpose of making a more efficient 
machine.
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Mr. Hungerford: That is really a question very much complicated by the 
economics that has resulted between the lines by amalgamation, but in a general 
way there can be no question that the capital expenditures have been very much 
largely responsible for the larger measure of net earnings. That is all I can say 
on that and I will answer any question that you may wish.

Sir Henry Thornton: I think it would be interesting if this committee 
knew how the annual budget is made up. It is prepared in this way: The regional 
general managers send to Mr. Hungerford usually early, in November, the works 
which they feel they should have for the administration of the property. Those 
requisitions arc tabulated and are examined by Mr. Hungerford. Now the same 
thing happens in every other department but, naturally, it so happens that a 
far larger percentage of capital expenditures is necessary in the operating depart
ment. There are the other departments such as the telegraphing and express, 
but nothing like the expense involved in the operating of the department. All 

* those items are examined by the various vice presidents and myself and it almost 
invariably results—in fact it does invariably result—in Mr. Hungerford and my
self materially reducing the expenditure that even.' regional manager wants. Ôf 
course even- manager wants the best he can for his own branch. When we get 
these items in we have to examine those items in the light of the resources which 
we think reasonably available.

Not only do we get these requests from general managers but from any 
others who suggest things they think should be done. At the end when the 
budget is done we try to reduce it to the justifiable things that should be done 
and when this is done, there is an informal discussion with the Minister of 
Railways.

Siri Eugène Fiset: When these matters are sifted down are they taken 
up later.

Sir Henry Thornton: Just wait—I discussed that informally with the 
Minister for the reason that no board of directors would pass a budget which 
we know the Minister will not present. That would be a waste of time, so I 
discussed the whole budget with him and he, speaking for the government, 
informally gives me his opinion as to what should be expended. When that is 
done I go to the Directors with this budget and say, here is the budget.

Mr. Hanson : Before leaving that do you know if it has been the practice 
of late years for the Minister to put that before council.

Sir Henry Thornton: I do not know.
Mr. Hanson : If you do not know it cannot be helped, but I would like to 

know.
Sir Henry Thornton : Then that budget comes back and is discussed item 

by item with the directors of the company, and it may be'approved or it may 
be altered—quite frequently it is altered and then that stands as the adopted 
budget of the railway company and that is formally sent to the Minister and 
at that moment our responsibility ceases and it is then in the hands of the 
Minister and the government and parliament. That is the way the budgets 
have been prepared.

Mr. Bell: When you came over and took charge of the Canadian 
National Railway in 1922 there was a certain amount of capital involved in 
the Canadian National Railway. You come from the period of 1922 up to 
date and then you compare that with the class A railways of the I nited 
States and the amount they spent on capital expenditure, and then you take 
your net earnings and compare them with the other—I would like to ask for 
this information, that is, what class railways in the United States have you 
made a comparison with.
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Sir Henry Thornton : Class I railways in the United States such as the 
Santa Fe railway company, the Southern Pacific, New York Central, the 
Pennsylvania Railway, the Baltimore Ohio, the Southern and Erie Railway, 
all railways of that "character, and I think that will answer your question 
more clearly than if I were to give you an abstract formula.

An Hon. Member: Surely Mr. Hanson you do not argue that the railway 
should not make capital expenditure.

Mr. Hanson: I do not say that but I say that this $17,000,000 is not 
attributable to the fact that they spent $370,000,000 from capital account.

Mr. Bell: They could not have made that if they did not spend that.
Mr. Hanson: I do not know about that.
Sir Henry Thornton : All I can say is that you have the same railways 

in 1922 as in 1930. True as Mr. McGibbon has pointed out there were 
economies that resulted from amalgamation and perhaps a better spirit among 
the railways and a more enthusiastic personnel, and I say that accounts for 
the difference between $17,000,000 and $24,000,000.

Mr. Eller: The statement was made in the House that you disregarded 
the interest on the amount which had been advanced that the average deficit 
of eight years was about $12,000,000—is that correct?

Sir Henry Thornton: I will answer this question as best I can. It is 
pretty hard for me to catch all the balls ât once.

Hon. Mr. Euler: I think he said the deficit for the eight years was about
$100,000,000.

Mr. MacLaren: The income loss for that period was $85,854,568.72, a 
little over $10,000,000 of an average per annum.

Hon. Mr. Euler: Does that include the heavy loss of the last year, 
$29,000,000?

Mr. McLaren: Yes.
Hon. Mr. Euler: If you did not include last year, the loss would average 

in the neighbourhood of what, some eight million dollars?
Sir Henry Thornton: That would be fifty-six millions, about eight 

millions.
Hon. Mr. Euler: The figure of twelve millions is incorrect; it should be 

about ten millions.
Sir Henry Thornton: About ten millions.
Mr. McGibbon: He had enough cars to reach from here to Toronto, about 

240 miles. Now, I presume those are all replaced out of capital account, con
sequently operating expenses for the cars would be reduced, at least partly.

Sir Henry Thornton: That was not all charged to capital account. (To 
Mr. McLaren) : Can you explain that for Mr. McGibbon, what would be the 
value of those cars scrapped and replaced?

Mr. McLaren: Freight car retirements for the period of 1922 to 1930 
charged into account, were $11,668,170.49.

Mr. McGibbon: Eleven millions, charged to capital account?
Sir Henry Thornton: Charged to operating accounts.
Mr. McGibbon: What has been replaced in those 240 miles of cars is 

charged to capital?
Mr. McLaren: New Freight cars charged to capital for the period was 

$64,077,186.98.
Sir Henry Thornton: I might explain, doctor, when a freight car is 

retired and another freight car is put in its place, a certain proportion of that 
new freight car is charged to capital, and a certain portion is retired and charged
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to expenses, and that is all subject to definite accounting rules which are 
practically the same, or I think the same on the Canadian Pacific Railway, or 
is pretty much the same theory they follow.

Mr. McGibbon: Who establishes the rules?
Mr. Hanson: There is a standard system?
Sir Henry Thornton: There is a standard system we follow with the 

approval of the Railway Commission of Canada, the Interstate Commerce 
Commission.

Mr. Hanson: The Railway Commission?
Sir Henry Thornton: Yes, the Interstate Commerce Commission, because 

we have a certain amount of mileage over there and we have to conform to 
their rules, which are very much similar, and that is the one practice we follow 
all along.

Mr. Fraser: The practice you follow is laid down by the Railway Com
mission?

Sir Henry Thornton: No, you cannot say that.
Mr. Hanson: Is this a fair statement, it follows a practice established by 

the Interstate Commerce Commission in the United States?
Sir Henry Thornton: That is right.
Mr. Hanson: Is there any difference between your practice and the prac

tice adopted by the Canadian Pacific Railway?
Mr. McLaren: I cannot just say what the Canadian Pacific Railway 

practice is; it is not disclosed in their accounts.
Sir Henry Thornton: Can you say so far as you know, in the final results 

it is more or less the same?
Mr. McLaren: I would not venture to say what the Canadian Pacific 

Railway accounting is.
Mr. Hanson: What is this gentleman’s name?
Sir Henry Thornton: Mr. McLaren, the Comptroller of the Canadian 

National system.
Mr. McLaren: Our accounting in Canada is on the same basis as the 

Interstate Commerce Commission regulations, with the exception of depreciation 
on equipment.

Mr. Hanbvry: The same depreciation for a different period?
Mr. McLaren: No, the American roads are required, under the regulations, 

to charge the depreciation monthly in their accounts, we do not follow this prac
tice in Canada.

Mr. Hanbvry: Is the rate not the same?
Mr. McLaren: The rate?
Mr. Hanbvry: Yes.
Mr. McLaren: The railways in the United States have various rates; some 

use a half of one per cent, and others use as high as four per cent.
Mr. McGibbon: What is the life of a freight car, having regard to those 

repairs?
Mr. McLaren : I prefer the operating gentleman, Mr. Hungerford, to answer 

that question.
Sir Henry Thornton: Can you answer that question, Mr. Hungerford?
Mr. Hungerford: The regular life of a freight car is from thirty to thirty- 

five years.
Sir Henry Thornton: On steel equipment, the cars last almost to per

petuity. I mean to say you keep on renewing plates, bolts, and different parts,
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and it increases the life of the car. Of course, in a steel box car, the life is very 
much greater than the wooden box car, because we eventually get to the position 
in a wooden box car where we cannot renew it any more.

Mr. McGibbon : That is just the point I was coming to. It struck me, con
sidering the fact that the Canadian National took over the Grand Trunk Pacific 
that the cars could not be very old, as Mr. Hungerford says the life of a car is 
thirty-five years, and to scrap 240 miles of cars in eight years must be an enor
mous depreciation.

Sir Henry Thornton: I will explain that in just a moment. One of the 
factors in the loss was from the large number of all wooden freight car equip
ment that we had. In 1923 we had, in round figures, 38,000 wooden freight 
cars. We had also 26.900 wooden freight cars, but with metal draft bar. Now, 
that 38,000 wooden cars to which I refer were, at that time, rapidly becoming 
into an unusuable condition; they were rapidly approaching a condition which 
debarred them from interchange with foreign railways, and they had to be 
renewed. And of course, if they were to be renewed, it was better that they 
should be renewed in some permanent character, and that was one of the very 
serious and anxious problems which confronted us. We were confronted with 
approximately 38,000 wooden under-frame cars that were rapidly becoming 
unusuable and something had to be done with them.

Mr. Kennedy: Because of not being interchangeable? I suppose that was 
an important factor?

Sir Henry Thornton: It was a very large factor, because we were restricted 
in their use, as anybody can see.

Mr. Hanson: I do not think anybody seriously criticizes your policy in 
that regard, I think probably you were obliged to do that.

Sir Henry Thornton: As a matter of fact, while we have a number of 
steel under-frame cars yet, the number of freight cars that were built was not 
in proportion to the number we should have replaced, but was governed by the 
money that was available. If we could have built more cars, and if the finances 
of the company would have stood it, it would have been a wise thing to do. 
If we could have built more box cars, and more freight cars, it would have been 
a wise thing to do.

Mr. Duff: There were about 21,000 cars.
Sir Henry Thornton: 124,861, divided as follows: steel, 6,397; steel 

frame cars, 55,750; steel under-frame cars, 17,462; steel centre sills, 1,616; 
wooden cars with metal draft gear, 38,920; wooden cars, 4,716.

Mr. Kennedy: How many have you scrapped since 1922?
Mr. Duff: About 21,600.
Sir Henry Thornton: 27,855.
Mr. Duff: You should have extended the line to Brantford instead of 

Toronto. From here to Toronto would amount to 21,600 care.
Hon. Mr. Euler: Why take Toronto as a standard at all?
Sir Henry Thornton: Another thing I should like to point out to the 

committee is this, that during the peak business period of 1927-1928, we were 
actually short of cars to take care of our business, and we were obliged to use 
burrowed cars from other railways, which added very largely to our per diem 
charges, because you will understand when you use a car of another railway 
on your own line, you are obliged to pay a dollar a day for the use of that 
car; so that not only was it advisable to renew those wooden freight cars 
because of their condition, but it would also very materially reduce our per 
diem charges to other railways.

Mr. Duff: There were about 3,300 scrapped each year?
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Sir Henry Thornton: Mr. Power, that would be the average.
Mr. Power: How many cars are loaned to American roads?
Sir Henry Thornton: We can tell you on the average how many of our 

own cars are on loan, how many of our own oars are on our own line, and how 
many off the line, if that is what you want? Mr. Power wants to know roughly 
how many of our cars are on our own line, and how many on other lines.

Mr. Power : You said a moment ago that you had a shortage of cars in 
1928. And that you were obliged to borrow oars or to rent cars from 
other railways. At the same time you must have cars on the United States 
roads?

Sir Henry Thornton: Yes.
Mr. Power: Would not it about average up?
Sir Henry Thornton: Well, it did not as a matter of fact. I can tell 

you what the figure was. Our cars on foreign lines in 1930 averaged practically,
about 15,000.

Mr. Power: 15,000?
Sir Henry Thornton: And foreign cars on our lines on the average, 

totalled 13,000, which of course, gave us a per diem credit, because they were 
paying us a dollar a day on 15,000 cars, and we were paying them a dollar a 
day on 13,000 oars.

Mr. Power: I should imagine in 1930, so far as the accounting is con
cerned, you would be very glad to use their cars rather than have a—

Sir Henry Thornton: Of course, the object of every railway, is to keep, 
as far as possible, its own cars on its own line, and to keep foreign cars off 
its line, because on every foreign car you have on your own line, you pay a 
dollar a day for it; and one of the measures of efficiency in railway business 
is the use that is made of your own cars on your own railway, and the extent 
to which you can get rid of foreign cars. For instance, the moment a foreign 
car has become empty on the line of the Canadian National Railway, we get it 
back home as quickly as we can, unloaded if possible, but anyway to get rid 
of it because that car costs us a dollar a day every day we have it.

Sir Eugène Fiset: May I suggest this discussion could better take place 
on one of the items on the statement of the report?

Mr. Hanbury: Referring again to your statement with reference to the 
ratio of gross earnings increased in the investment, can you give to the com
mittee the ratio, of gross earning to the total investment on the different periods 
and compare with those class A railways of the United States and the Cana
dian Pacific Railway?

Sir Henry Thornton: I am afraid we cannot.
Mr. Bell: What do you mean by the term capital expenses? Does that 

take into account hotel systems and so forth?
Sir Henry Thornton: Oh, yes.
Mr. Bell: Terminal system?
Sir Henry Thornton: Everything, everything which is an addition to the 

property and under the accounting rule charged to capital.
Sir Eugene Fiset: Those capital expenses are voted yearly by parliament?
Sir Henry Thornton : Precisely.
Sir Eugene Fiset : And they are submitted to the Minister for considera

tion?
Sir Henry Thornton : That is right.
Mr. Kennedy: You made a statement the other day, referring to hotels, 

and you told us about the Jasper Park hotel, the earnings from the hotel at
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large, and the earnings that came to the railways as a result of the hotel. Can 
vou tell us in the same way, what the results of the other various hotels were, 
or have you got them?

Sir Henry Thornton: I do not believe we can furnish that; and the reason 
we furnished it at Jasper is because it is purely an estimate of the passenger 
department; it is not an all year round hotel. It is operated purely for the pur
pose of bringing passenger business to the railway, and consequently with respect 
to that hotel, we had a division made between the earnings of the passengers, 
which we have not got, for instance, at Fort Garry, or the Chateau Laurier. 
It would be an impossible thing, for instance, to have with the Chateau Laurier. 
I do not think our account would enable us to say how much we earned in 
passenger receipts as a result of the existence of the Chateau Laurier; I do not 
believe we can make that clear.

Mr. Hanson : One is exclusive, and the other is not.
Sir Henry Thornton: That is it, exactly.
Mr. Kennedy: Regarding the earnings of the railway some of the earnings 

are made by transferring of credits from some other division belonging to the 
railway itself, a transfer from one part to another of coal or timber, and so on.

Sir Henry Thornton: You mean the movement of materials on com
pany’s service?

Mr. Kennedy: Yes.
Sir Henry Thornton: I did not get what you meant.
Mr. Kennedy: I was wondering what percentage of the freight earnings 

of the Canadian National railway was made up of that kind of traffic, and how it 
compares with other railways.

Sir Henry Thornton : Well, there is no charge for material which is moved 
on company’s service.

Mr. Kennedy: No charge, none of the freight items are made up in this 
way?

Sir Henry Thornton: No.
Mr. Fraser: Freight on capital—
Sir Henry Thornton: If it is a movement of material on capital account.
Mr. Fraser: Not on regular service, regular operating service?
Sir Henry Thornton: No. For instance, if you have to move a carload 

of ties from one point to another, in the course of business, no charge is made 
on that movement.

Mr. Hanson : But on building a new line, there is a charge.
Sir Henry Thornton: Yes, and it is included in the original estimates of 

course. We carry a separate item in our accounts known as Transportation for 
Investment Cr. is carried on a separate item.

Mr. Hanson : I think we ought to resume the regular course of procedure. 
Perhaps I have been the greatest sinner, but I wanted to get this thing elucidated. 
I think we can go on now with the regular course of proceeding, taking up the 
statement until we get the estimates.

Mr. Cantley: May I ask Sir Henry Thornton one question before you do 
that? In regard to the 4,000 odd cars that you have to-day and which are 
falling into discard, what is your intention in regard to replacing them this year?

Sir Henry Thornton: Well, our budget includes a certain—I can give you 
the figure in a moment—number of new cars, and those cars will, to that extent, 
replace an equal number of old cars.

Sir Eugene Fiset: The amount included in the estimates this year is 
$9,000,000.

29483—2
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Sir Henry Thornton: For freight cars?
Sir Eugene Fiset: Not only freight cars, but traffic in general.
Sir Henry Thornton: That is right. Mr. Cant ley wants to know how 

many freight cars we are going to build this year. Do you remember, Mr. 
Hungerford, just how many.

Mr. McLaren: A little over four thousand.
Sir Henry Thornton: A little over four thousand.
The Chairman: Now, gentlemen, with respect to Mr. Hanson’s remark a 

moment ago, the reference before this committee reads as follows: “That stand
ing Order 63 of the House of Commons, relating to the appointment of the Select 
Standing Committees of the House, be amended by adding to the Select 
Standing Committees of the House for the present session a Select Standing 
Committee on Railways and Shipping owned, operated and controlled by the 
Government, to which will be referred the accounts and the estimates of the 
Canadian National Railways and the Canadian Government Merchant Marine 
for the present session, for consideration and report to the House.”

Now, that is the first reference, and we cannot go on with the accounts until 
those pass the house.

Sir Eugene Fiset: Mr. Chairman, I think you are making a mistake. The 
last part of your statement suggests that the estimates of the Canadian National 
Railways shall be referred to the committee, but that is broad enough for you to 
examine every part of the report, or the analysis of the report of the estimates of 
last year, before the estimates are submitted.

The Chairman: The estimates certainly cannot be taken up.
Sir Eugene Fiset: May I suggest, in order to save the time of the committee, 

that the same procedure be adopted this year as we adopted for two years in 
succession, instead of going on with the details of the report of the Canadian 
National Railways, we should take, first of all, the analysis of the provisions for 
1930 and compare them with 1929. In doing so, sir, we save a tremendous 
amount of time. I would suggest we start right off with the analysis of 1930 as 
compared with 1929.

The Chairman : I brought the analysis of 1929 with me, because I was going 
to suggest that we could do that in order to save time.

Sir Eugene Fiset: Two great minds work together.
Sir Henry Thornton: Gentlemen. I will ask Mr. Fairw-eather who prepared 

this analysis to proceed to read it. Has everyone a copy? If not, we have 
several here. With your permission, if it is agreeable gentlemen, Mr. Fairweather 
will read the analysis.

Mr. Fairweather: Analysis of 1930, results of operations as compared with
1929.

The presentation of the Canadian National Railways accounts for 1929 
excluded the operations of the Central Vermont Railway, because this com
pany was in receivership, resulting from disastrous floods in 1927. As the 
receivership terminated January 31, 1930, the results of the Central Vermont 
Railway for the 11 months, February to December, have been included in the 
1930 accounts of the Canadian National Railways. For the purpose of 
comparison, the 1929 accounts have been re-stated to include the Central 
Vermont Railway for the corresponding 11-month period in 1929.

In accordance with the Maritime Freight Rates Act of 1927, the income 
statement of the lines east of Levis and Diamond Junction (Eastern Lines) 
is shown separately in the annual report, but a consolidated income statement 
including the operations of these lines is also shown on page 55 of the report.
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Sir Eugène Fiset: At this point, sir, may I call your attention to the 
fact that when the Minister of Finance introduced his estimates, he also 
brought down Bill No. 25. The same resolution that introduced the estimates 
into the House of Commons—which has always been adopted—covered Bill 
25, which are the estimates in the new form submitted by the Department of 
Railways and Canals to cover the eastern lines. Therefore, these estimates 
are before this committee, and there is no objection whatever, if Sir Henry 
and his officials desire, to give us the proposed expenditure as far as eastern 
lines are concerned. There is nothing to prevent these estimates being brought 
down at the present time.

Mr. Chairman : I may say these have never yet been referred by the 
House to the committee.

Sir Eugène Fiset: And they will not be referred except in the form of 
a bill. These estimates were approved on the general resolution introduced 
by the Minister of Finance, when he introduced his Supply Bill, which is 
contained in the estimates. That is exactly what the Prime Minister stated 
yesterday in the House in answer to my question, that the estimates of the 
eastern division of the Canadian National Railways were before this commit
tee, and therefore there was no objection whatever to our proceeding with it. 
Therefore, if Sir Henry can possibly give us in advance the requirements as 
furnished last year, as far as the eastern division is concerned—

The Chairman: All I can say in reply to General Fiset, is this, that the 
order of reference says that these amounts shall be referred to us, and as fa(r 
as I know this has not yet been done.

Sir Eugène Fiset: The usual procedure in the past, sir, has been, the 
Minister of Railways introduced a resolution in the House, and that resolution 
was in the Supply Bill, the estimates, that was produced before the House 
and submitted to this committee informally. There is no other way. Once 
it has been considered in the House, it comes before the committee. This 
year the procedure is different, owing to this fact, the resolution introduced 
by the Minister of Finance provided for $68,000,000 for the whole of the capital 
expenditure of the Canadian National Railways for the present year. Secondly, 
the Minister of Railways has introduced a bill, and this bill was introduced in 
the form of a general resolution. I am not quite sure, sir, that we are in a 
position to discuss it, but that is what I want to find out.

The Chairman : I can only repeat what I said a moment ago, that last 
year it was ordered that the estimates of the Canadian National Railways, 
and Canadian Government Merchant Marine be laid on the table of the House, 
and that they be referred to the committee.

Sir Eugene Fiset: I quite agree, but what I should like to call your 
attention to is that the procedure this year is completely different from the pro
cedure adopted last year. Last year the estimates were submitted to this com
mittee in the form of estimates, and this year the estimates of the Canadian 
National Railways arc submitted to this committee in the form of two bills. 
That is where the difference comes in ; and one of the bills has been introduced 
on the general resolution when the Supply Bill was brought down by the Minister 
of Finance. That general resolution includes the estimates of the different 
departments. That is Bill No. 25, and it concerns the eastern division of the 
Canadian National Railways.

The Chairman : And you will remember at our first meeting the Minister 
of Railways told you he was waiting for the bill to get through in order to make 
this complete.

Sir Eugene Fiset: And another thing, sir, there are three different bills—
29483-2)
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The Chairman: I am not going to make a decision that is going to put us 
in wrong. We were told by the Minister the other day that it was necessary 
to get the bill through the House. We have lots to do, and let us go on with 
the work we are doing and we will not lose any time.

Mr. Hanson : We have been assured that ultimately they will come before 
us.

The Chairman: Let us go on with the business we can legitimately go on 
with. I may be wrong, but I am acting in accordance with my advice.

Mr. Fairweather: The income statement of the Canadian National Rail
ways, which is prepared in accordance with the accounting rules of the Domin
ion Bureau of Statistics, will be found on page 17 of the annual report, with 
supporting schedules of the detail of revenues and expenses on pages 18 to 22. 
The discussion of the income statement in this pamphlet follows the order of 
accounts as set out on page 17 of the annual report. Railway Operating 
revenues, Railway Operating expenses and Net revenue from railway operations 
are first discussed in a general way on pages 1 to 3 of this pamphlet, followed by 
a detailed analysis of the supporting schedules of revenues and expenses on pages 
4 to 12. The more important items of the remainder of the income statement 
are discussed on pages 12 to 14.

Mr. Hanson : In reference to the statement in the first part of that para
graph, “the income statement of the Canadian National Railways, which is pre
pared in accordance with the accounting rules of the Dominion Bureau of Statis
tics.” Is this new?

Mr. Fairweather: No, sir. May I explain?
Mr. Hanson: Do please.
Mr. Fairweather: The Dominion Bureau of Statistics has charge for the 

government of railway statistics of Canada, and they have adopted as their 
standard, for the preparation of statistics and results of operation the Interstate 
Commerce Commi.-sion method. The Board of Railway Commissioners also have 
accepted the Interstate Commerce Commission methods as being appropriate. 
It is just a question of the two bodies having done the same thing.

Mr. Hanson: Then, I am to understand, it really is the Interstate Commerce 
Commission system of accounting that you set out here.

Mr. Fairweather: Yes. That is clear to you?
Mr. Hanson: Yes.
Mr. Fairweather: The discussion of the items of the income statement 

for the eastern line appears on pages 15 to 18 of this pamphlet:
Railway Operating Revenues, Railway Operating Expenses, Net 

Revenue from Railway Operations :
Railway Operating Revenues of the Canadian National Railways 

for 1930 were $221,770,445, as compared with $267,993,497 in 1929, a 
decrease of $46,223,052 or 17-25 per cent. Railway Operating Expenses 
decreased $25,915,965 or 11-72 per cent, leaving a net revenue from 
Railway Operations of $26,510,938, as compared with $46,818,025 in 1929, 
a decrease of $20,307,087'.

An Hon. Member: You make a statement there that the railway operating 
revenues for 1929 are $267,993,000, whereas the 1929 report shows $259,878,000.

Mr. Fairweather: That is explained in the first paragraph. In 1930 the 
Central Vermont Railway has been included, and for comparative purposes the 
1929 accounts have been restated to include it.

The decline in railway earnings, which commenced in the fall of 
1929, continued throughout the year 1930, paralleling the experience of 
practically all railways on the North American Continent. The extent
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of this decline is strikingly shown by a comparison of the Canadian 
National with that of a number of the principal railroad systems on the 
North American Continent.

Per cent 
Decrease in 

Gross Revenue 
1930-1929

Canadian National Railways............................................................. 17.25
New York Central Lines.................................................................. 18.75
Pennsylvania R.R.................................................................................. 15.80
Canadian Pacific Railway................................................................... 14.94
Northern Pacific Railway................................................................... 16.45
Great Northern Railway.................................................................... 16.63
Chicago ii North Western Railway............................................... 15.96
Atchison. Topeka & Santa Fe Railway..................................... 16.48
Average of all Class 1—-U.S. Railroads..................................... 16.00

An Hon. Member: That includes the Canadian Pacific Railway and 
Canadian National Railway, that average.

Mr. Fairweather: No, they are not United States roads—that table 
simply indicates in a general way the decline in gross revenue was practically 
the same as most railways in North America.

Mr. Kennedy: Was that fall in revenue general in all lines of freight?
Mr. Fairweather: Yes, I should say yes. The answer is in the affirma

tive but it calls for more data which will appear in this pamphlet.
An Hon. Member: Would not the fall in transport in grain account most 

largely for your fall?
Mr. Fairweather: If you wait you will find that will appear later on.
Mr. Duff: Before you go on could you give the percentage of decrease in. 

revenue on the C.P.R. and Canadian National and the average on American 
roads?

Mr. Fairweather: That is what I am giving now. The decreased per
centage on the Canadian Pacific Railway and the Canadian National and the 
average on Canadian roads. Do you mean to take the average of just the rail
ways that have been enumerated?

An Hon. Member: Yes, outside the C.P.R. and Canadian National.
Mr. Fairweather: They will probably come to the same thing.
Sir Henry Thornton: And this figure of 16 per cent average of all 

Class A railways in United States, and that includes all railways enumerated 
in the Table, and there are a number of others—we could have included them 
but it would take too long.

An Hon. Member: What is that of the C.P.R. and Canadian National.
Sir Henry Thornton: The Canadian National is 17-25 and the C.P.R. 

14-9.
Mr. Duff: Do these figures include anything in connection with the 

Canadian Marine Service.
Mr. Fairweather: No.
Sir Henry Thornton: It shows the condition as prevalent all over the 

American continent.
Mr. Fairweather:

RAILWAY OPERATING EXPENSES

Every' effort was made to reduce operating expenses, consistent with 
proper maintenance of the property, safe operation and adequate service. 
It was also essential to have a due regard to such factors as the future 
accumulation of deferred maintenance resulting from too drastic a re-
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trenchmcnt policy, the responsibility of the company with regard to 
service to the public at large and an obligation to a large number of old 
and loyal employees of the company.

Approximately 66 per cent of the total operating expenses vary 
directly with the traffic handled; it is apparent, therefore, that the re
duction in expenses would not be as great as the reduction in revenues. 
With a decrease in revenues of 17 25 per cent, it might be expected that 
expenses would be reduced by 66 per cent of this decrease, or 11-4 per 
cent. Taking all factors into consideration, the reduction in operating 
expenses of 11-72 per cent may be considered satisfactory, particularly 
when compared with those of the other larger railways as follows:—

Per cent 
Decrease in 

Operating Expenses 
1930-1929

Canadian National Railways............................................................ 11.72
New York Central Lines................................................................... 14.53
Pennsylvania R.R................................................................................. 12.73
Canadian Pacific Railway................................................................  15.69
Northern Pacific Railway.......................................   11.08
Great Northern Railway................................................................... 12.43
Chicago 4 North Western Railway.............................................. 12.31
Atchison, Topeka 4 Santa Fé Railway............................ 10.05
Average of all Class 1—U.8. Railroads.................................... 12.83

NET REVENUE FROM RAILWAY OPERATIONS

With such a serious decline in gross revenues, it is to be expected 
that, even with a judicious curtailment of operating expenses, net revenue 
would be adversely affected. Here again the decrease in net revenue of 
the Canadian National, amounting to $20,307.087 or 43 37 per cent, is 
parallel to the experience suffered by other large railways on the con
tinent, as indicated by the following:—

Mr. Kennedy: Why is it possible for the C.P.R. for instance to reduce 
or decrease expenses to greater extent than the Canadian National railroad.

Sir Henry Thornton: The answer to that is this: The Canadian Pacific 
Railway has been established as a going concern and as a first class railway, 
and one of the justifiable boasts of the Canadian Pacific Railway has been 
that it has always maintained its property and its high character of maintenance 
that has continued for several decades. Consequently, and I am presuming this 
because I am not aware of the actual policy of the C.P.R., but consequently 
they have a much greater reserve in the condition of the property than we have 
and consequently when the time came to apply economies I suppose they felt 
they could take more out of their property and more out of their maintenance 
than we could on account of their condition.

Mr. Hanbury: The Canadian National Railway had continued in their 
service employees that the Canadian Pacific Railway had displaced.

Sir Henry Thornton: There again is a matter of policy. We have built 
a number of locomotives and freight cars in our own shop in order to give 
employment to our own men and who under ordinary circumstances we would 
have let out. I do not know whether the Canadian Pacific Railway followed 
that policy or not, but that is one thing we did. Another factor, and I say 
it quite frankly, we were owned by the government of Canada and to discharge 
a large number of employees would be merely to transfer the burden of their 
maintenance onto the community and then onto the province and then onto 
the government.

An Hon. Member: That was the policy of the government in 1930.
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Sir Henry Thornton : Yes. This depression in 1929 we saw coming, and 
I had to go to the government of the day and say we can do one of two things, to 
dismiss men and reduce our expenses or we can pursue a course of reasonable 
prudence to try as far as we can to keep those men at work without adding to our 
expense. After all the government of the day speaks for the people of Canada as 
to what course we should follow, and I was asked what course I would recommend 
and I said I thought the sound policy was to keep as many of our men in employ
ment as possible without adding unreasonably to the expense of the company. 
How far that would go was a matter of judgment and for technical officers to 
decide, and that is the course we followed, and as I look back I think it is a 
wise course.

Mr. Duff: Have you kept on the same rate of wages as last year.
Sir Henry Thornton: Yes. There has been a certain falling off due to the 

falling off in traffic.
Hon. Mr. Evler: Would you say relatively how they worked out.
Sir Henry Thornton: I cannot say that I could answer that—I do not 

want to say I am critical of the C.P.R.
Mr. Hanson: The C.P.R. reduction was 3-97. It is a well known fact when 

the grain crop was not going to move the Canadian Pacific Railway laid off 
every extra gang. And you have stated the policy of the Canadian National 
with the co-operation of the government made that difference of 3-9 per cent, 
that is due to the company holding that policy. Would that account for it.

Sir Henry Thornton: It measurably accounts for it but you have to take 
this into consideration, the Canadian Pacific Railway has large reserves of 
property, built up during a period of years, and they were in a position to 
use those reserves in whatever way they thought wise. But we had no reserves, 
and furthermore our accounts are subject to inspection and every detail of our 
expenditure as shown in our annual report is inspected.

Hon. Mr. Euler: All these figures of course are based on figures from your 
accounts, and are these accounts audited by independent auditors responsible to 
the government.

Sir Henry Thornton : Not these figures that we are giving in comparison 
with other railways—they have not been audited by outside auditors—they are 
figures from our own accounting department, but every item of our expense and 
every item chargeable to capital as shown in our annual report are audited by a 
firm of chartered accountants. I think every railway on the north American 
continent really do employ chartered accountants which certify to figures in their 
annual report, and these figures by way of comparison are drawn from their 
reports. Anyone can determine the correctness of these figures if they chose to 
question them.

Mr. Hanson: We are presuming that these figures are correct.
Sir Henry Thornton: We are proceding on the presumption that when a 

railway company presents a report that it is an honest report.
Sir Eugene Fiset: I take it that the figures you have with regard to United 

States are based on accounts audited by independent auditors—is the same 
thing true as regards the Canadian National Railway.

Sir Henry Thornton: They are audited by an outside firm of chartered 
accountants, George Touche and Co.

Mr. Beaubien: Is the auditing given out by contract.
Sir Henry Thornton: It is given to outside firms.
Mr. Beaubien: Is the difference much greater in manufacturing locomotives 

in your own shops than by giving "the work out to ethers.
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Sir Henry Thornton: No we are saving money by building them in our 
own shops, then you come to the question of how much is to be charged against 
plant and equipment. We already have plant and equipment and could not 
get rid of it, and it is better to make use of it, but as far as the actual cost 
of construction is concerned, I may say we are not suffering by building in our 
own shops instead of letting the work out. The reason we do not let the work 
out is that in times of great prosperity our shops are fully employed in repair 
work, but now comes a time when repair work has fallen off because we are 
not using the equipment as in times of prosperity and we have no repair work 
and we have to choose between dismissing those men or keeping them employed.

Mr. Beaubien : In other words you are building locomotives at no greater 
loss than giving the work out by contract and at the same time you are keeping 
the men employed?

Sir Henry Thornton: That I think is a correct statement.
An Hon. Member: How many men are employed in this work.
Sir Henry Thornton: It is pretty hard to answer that question accur

ately—perhaps Mr. Hungerford could say.
Mr. Hungerford: I do not think it possible to answer that correctly, 

because the men are employed partly on regular work and partly on repairs. 
We might get it from the wages list and that is all.

Sir Henry Thornton: I think what Mr. McGibbon wants to find out is, 
is a substantial amount of their time being spent on labour of this sort, and I 
should say yes.

An Hon. Member: What has this capital expenditure to do with increased 
operating expenses?

Sir Henry Thornton: The capital expenditure only creeps into this in 
reference to the whole employment situation. Ordinarily there is a reason for 
a railway to build its locomotives by outside contracting firms. They buy a 
lot of material and we get the hauling of it, and even should it cost rather 
more it is a better proposition; but, in times of depression our feeling was to 
have regard for our men who were employed on the railway for 15 or 20 years.

The Chairman: Will any gentleman who wants to ask a question stand 
up. My reason for asking this is that when two men speak at a time, it is 
difficult for the reporter to get the names.

Mr. Hanbury : My point is in connection with the construction of engines, 
that would have no relation to these items I would say if the difference in the 
ratio is to be explained it is the men employed on the right-of-way and main
tenance rather than those engaged in the construction of engines.

Sir Henry Thornton: I do not know quite what you want to develop, 
but I think you are substantially right in what you say.

An Hon. Member: Is it not true the policy of the Canadian National 
Railway is to employ men to build up your equipment.

Mr. Bull: Is it that during periods of depression the policy of privately 
owned railways is simply to employ men as they require them—is that true?

Sir Henry Thornton: I cannot speak for the policy of the Canadian 
Pacific Railway but all I can say is that here is a period of depression and 
unless we find work for our men they would be destitute and seeing it did 
not cost any more to build new cars in our own shops we thought we owed 
our first obligation to our own men.

Mr. Heaps : They could have done the same thing as a private company 
and laid off large numbers of men from the Atlantic to the Pacific and possibly 
those let out would be a charge of the government and in this way it perhaps 
shows a larger expenditure.
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Sir Henry Thornton : I can only explain that that represents the policy 
of the government and furthermore there is something to say in favour of 
trying to keep the shop-workers together instead of letting them scatter, and 
sometimes you cannot get them back when you want them.

Mr. Fraser: The primary object I take it is to effect repairs and would 
not the construction of locomotives entail extra capital for extra machinery.

Sir Henry Thornton: I do not think so to any appreciable degree.
Mr. Hackett: As suggested you say it would have an effect on the unem

ployment situation.
Sir Henry Thornton: I think so.
Mr. Hackett: Is it conceded that this equipment is built in Canada and 

if built in your shops it displaces employment that would be given in other 
Canadian shops.

Sir Henry Thornton: That is undoubtedly the situation.
Mr. Hackett: So it Jias no effect on the unemployment situation as a 

whole.
Sir Henry Thornton: Simply this, that we felt our first obligation was 

to be given our own men.
Mr. McGibbon: Rightfully or wrongfully it results in a decrease in the 

percentage.
Sir Henry Thornton: I do not know how the reports of the Canadian 

Pacific Railway were made up but the annual report of the Canadian Pacific 
Railway gives some details but not much, and I do not criticize them at all. 
But you must remember that company must have accumulated reserves and 
they are perfectly entitled to use those reserves in any way they like. We have 
no reserves. I do not know whether their accounts reflect the situation 
accurately or not but they had reserves and we did not.

Mr. McGibbon: They paid all operating expenses and paid 5 per cent on 
their capital.

Sir Henry Thornton : I do not know but presumably they did or they 
would not have paid a dividend.

Mr. Beaubien : The question of making locomotives in your shops has not 
changed the unemployment situation. Take a shop here, if you had that some
where else would not it have created a situation in Winnipeg where these men 
would not have gone.

Sir Henry Thornton: If you did not employ men at this Transcona Shop 
they would not get work at all.

An Hon. Member: A good many of them could not move.
Sir Henry Thornton : A good many of them are moving on freight trains.
Mr. Heaps: I might say that in 1929 or 1930 I was one of the delegates 

that went to the C.P.R. to ask that company to keep on men who otherwise 
would be recipients of public relief, and a large number did become recipients 
of help from the city of Winnipeg and the city of Winnipeg felt an injustice had 
been done the men and they billed that company for the relief given them.

The Chairman : It is now 1 o’clock. I have a telegram here from the Min
ister of Railways saying:

Due to my brother’s dangerous illness I cannot be at the meetings 
this week, but go ahead anyway and ask the Prime Minister to advance 
the bills to committee.

So I think I am still right in my contention. We will meet to-morrow at 11 
o’clock but not on Friday.

The Committee then adjourned until 11 o’clock to-morrow.
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The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m. Hon. Mr. Chaplin, the 
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By permission of the Committee, Mr. Smith (Cumberland), M.P., Mr. 
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MINUTES OF EVIDENCE

House of Commons, Room 231,
. Wednesday, June 10, 1931.

The Select Standing Committee on Railways and Shipping met at 11 o’clock, 
a.m. Hon. Mr. Chaplin, the Chairman, presided.

The Chairman: I was waiting a moment for the Minister to come in, but 
he will be along later. We can start where we left off yesterday, which was in 
the analysis of operations on page two. I may say I have received a number 
of questions and if there are any more that members desire to ask, they may 
do so. If a member desires to ask a question, he has the right to do so. These 
questions will be tabulated for the next meeting, and I shall furnish the questions 
to the management and we will decide what ones will be answered, and what ones 
will not be answered.

Sir Henry Thornton: Mr. Chairman, we stopped yesterday at the end of 
the table at the bottom of page two, and if it is agreeable to you, we will con
tinue with the paragraph at the bottom of page two entitled “Net revenue from 
railway operations.”

Mr. Fairweather : With such a serious decline in gross revenue, it is to be 
expected that, even with a judicious curtailment of -operating expenses, net 
revenue would be adversely affected. Here again the decrease in net revenue of 
the Canadian National, amounting to $20,307,087 or 43-37 per cent, is parallel 
to the experience suffered by other large railways on the continent, as indicated 
by the following:—

Per ct lit 
Décria* in 

Net Revenue 
1930-1929

Canadian National Railways.................................................................................. 43.37
New York Lines......................................................................... -............................... 31.14
Pennsylvania R.R........................................................................................................ 24.01
Canadian Pacific Railway....................................................................................... 12.32
Northern Pacific Railway........................................................................................ 31.05
Great Northern Railway......................................................................................... 24.70
Chicago Si North Western Railway.................................................................... 20.84
Atchison. Topeka Si San le Pe Railway.......................................................... 31.05
Average of all Class 1, L' S. Railroads.............................................................. 24.02

The comparatively larger percentage decrease in Canadian National net 
revenue is due to the operating ratio of the Canadian National being normally 
about ten points higher than the other railways. It is fundamental that the net 
revenue of a railway with a high operating ratio is much more vulnerable to 
declining traffic than one with a low operating ratio. For example, a railway 
with an eighty per cent operating ratio, which suffered a decrease of 15 per cent 
in revenues and the reduced expenses by 10 per cent, would experience a de
crease in net revenue of 35 per cent. On the other hand, a road with a 70 per 
cent operating ratio and an identical percentage decrease in revenues and ex
penses would suffer a net revenue decrease of 26 per cent. It must not be assumed 
that the higher operating ratio of the Canadian National reflects a lower operat
ing efficiency ; the true cause is found in the considerably lighter density of traffic 
on the Canadian National, a generally higher price of materials, particularly of 
coal, with practically the same wage scale as the U.S. roads.
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Mr. Heaps : I wonder if we could have an explanation of the paragraph at 
the top, there.

Sir Henry Thornton: Yes. Excuse me. Were you going on, Mr. Heaps?
Mr. Heaps: Yes. It states here, for instance, in the last part of the para

graph, “The true cause is found in the considerably lighter density of traffic on 
the Canadian National, a generally higher price of materials, particularly of 
coal, with practically the same wage scale as the U.S. roads.” I would just like 
some one to explain to me what is meant by that sentence.

Sir Henry Thornton: The general statement is, that we pay rather more 
for most of the materials which we use, particularly coal than most railways 
with which we are making a comparison. Now I suppose you would like some 
detail as to just what that amounts to?

Mr. Heaps: I would.
Sir Henry Thornton: Mr. Chairman, Mr. Vaughan, vice-president in 

charge of the purchasing and stores department is here, and perhaps he could 
give Mr. Heaps light on the question he has asked.

Mr. Vaughan : In comparison with the United States railways?
Sir Henry Thornton : Yes.
Mr. Vaughan: We do not pay any more in Canada than the Canadian 

Pacific Railway does, but nearly everything we use in Canada is based upon 
United States prices plus a certain amount of duty.

Sir Henry Thornton: That may give the impression that we are buying 
largely material from the United States. As a matter of fact, I think you will 
be able to say that we buy perhaps a great percentage from Canada.

Mr. Vaughan : Yes; ninety-five per cent of all material that we buy, outside 
of coal is manufactured in Canada. Coal is a big item and in the United States 
to-dav you are able to buy coal for anything you want to pay for it, from 
ninety cents to one dollar and ten cents per ton, whereas in Canada we have to 
pay four times as much.

Mr. Heaps: I did not quite get that last statement.
Mr. Vaughan : In Canada we have to pay three or four times what coal 

costs the railways in the United States.
Sir Henry Thornton: The average price of coal per ton paid by the United 

States railroads, class 1 railroads, with which we are concerned, is $2.34 a ton; 
the average price of coal to the Canadian National Railways is $4.31 a ton.

Mr. Heaps: May I ask—
Sir Henry Thornton: That means a difference of $9.000,000.
Mr. Hanbury : Five million dollars?
Mr. McGibbon : This statement only applies to American roads, it does not 

apply to the Canadian Pacific Railway?
Sir Henry Thornton : I do not know what the price of coal on the Cana

dian Pacific Railway is. I can just say in making a general comparison with 
respect to the American railroads, that the comparison I have just given relates 
to American railroads only. I do not know what the average price of the Cana
dian Pacific Railway coal is.

Mr. Vaughan: It is approximately the same as ours.
Sir Henry Thornton: Have you any other questions, Mr. Heaps?
Mr. Heaps: No, I think that answers the question.
Mr. Beaubien: Would the freight haul on coal that you buy from the 

United States be higher on the Canadian National than it is on American roads?
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Sir Henry Thornton: Let me see if I understand your question. Is your 
question this? Supposing, without regard to the employment of Canadian coal 
we bought our coal in the cheapest available market, what would be the differ
ence in cost to the Canadian National. I cannot answer that off-hand, but we 
can probably have it for you. Can you get that for Mr. Beaubien, Mr. Vaughan?

Mr. Vaughan: Yes, we can. Generally speaking of course, we use a good 
deal of Canadian coal to our disadvantage so far as price goes; that is to say, 
if we used American coal in the same territory, we could save a great deal of 
money, but how much I would not care to answer.

Sir Henry Thornton: Can we get the answer to the question that has been 
asked even if only approximately?

Mr. Vaughan: Yes. Of course, the haulage on our line is a great factor and 
it would be a rather difficult question to answer.

Sir Henry Thornton: May I take a note of that question to see how 
nearly we can come to answer it?

Mr. Hanbury: Do I understand that considerable coal is imported from 
the United States into Canada for the use of the railways?

Sir Henry Thornton: Yes, in the central region last year we imported 
2,319,000 tons of coal from the United States, roughly speaking, and that coal 
was mostly used, if not entirely so, from about Brockville to the head of the 
lakes.

Mr. Bothwell: How much coal did you use altogether?
Sir Henry Thornton: 4,728,000 tons.
Mr. Vaughan: I think that figure you gave includes American coal used 

on the United States lines as well.
Sir Henry Thornton: That figure I gave you includes also coal used on 

our lines in the United States. I have not got them separate, but I expect we 
can separate them.

Mr. Vaughan: The amount of coal used on Canadian lines imported from 
the United States was 1,658.992 tons.

Sir Henry Thornton: That is the answer to the question that you really 
want. Is there any other question?

Mr. Gobeil: What is the explanation for the very high difference between 
the gross decrease in the gross revenues of the Canadian National Railway, 
17.25 per cent and the Canadian Pacific, 14.94 per cent, with the net revenue 
decrease of 43.37 per cent in the Canadian National Railway, and 12.32 per 
cent in the Canadian Pacific Railway?

Sir Henry Thornton: May I just ask if you arc referring to the table at 
the bottom of page two?

Mr. Gobeil: At the head of page two.
Sir Henry Thornton: I think your question was what was the explanation 

for the decrease in net revenue of 43.37/100 on the Canadian National as 
compared with railways underneath; is that your question?

Mr. Gobeil: No, not exactly, I meant what was the explanation for the 
difference between the Canadian National and the Canadian Pacific.

Sir Henry Thornton: In other words, our net revenue decreased 43.37/100 
and the Canadian Pacific Railway net revenue decreased 12.32 per cent, and 
you would like to ask—

Mr. Gobeil: Compared with the gross revenue, which is only two points.
Sir Henry Thornton: Why, the answer to that is this: the Canadian 

National Railway system as compared with the Canadian Pacific Railway, is 
relatively a new railway; it may be regarded in many respects as a develop-



50 SEI.ECT STANDING COMMITTEE

ment railway, which is another way of saying that over a large part of our 
mileage, more particularly in the west, development has not grown up to the 
railway, which is just another way of saying that our density of traffic, that is, 
the gross revenue per mile is materially less than that of the Canadian Pacific 
Railway. I will just give you that figure in a moment. The traffic density on 
the lines of the Canadian Pacific Railway are about eleven per cent greater 
than on the Canadian National Railway. In other words, we have a larger 
mileage than the Canadian Pacific with less traffic per mile to our own. on the 
average. The most efficiently operated railway is obviously the railway with 
the least mileage and the largest traffic, and your protential efficiency always 
varies with the density of traffic.

Mr. Geary : Would your line suffer from what I might call, lack of co
ordination of those different parts, to-day?

Sir Henry Thornton: Well—
Mr. Geary: To the same extent as formerly?
Sir Henry Thornton: Well, I think you referred to that two or three 

years ago, if I remember correctly; and it is a fact that the Canadian Pacific 
Railway from it< inception to the present day was built as one integral unit, 
each addition to the property was added for the purpose of supporting and 
contributing to the whole, and it represents to-day a skilfully laid out system 
to operate as efficiently as possible. The Canadian National Railway system, 
on the other hand, represents a combination of the old Grand Trunk system, 
the Intercolonial, the Transcontinental, the Grand Trunk Pacific, and the Cana
dian Northern. In most cases, those railways were built—

Mr. Geary : None of which was built to function with the others.
Sir Henry Thornton : In most cases those railways were really built 

originally to comjiete with each other instead of to support each other, and that 
always creates a difficult situation, and one which is not conducive to efficient 
operation. In time, as population is added to the country, and as traffic increases 
and the country develops, that will become a vanishing factor.

Mr. Hanbvry: There must be some justification for the importation of 
such large quantities of coal into Canada when we have coal mines that are not 
able to operate through lack of business. I should like very much to know that.

Sir Henry Thornton: That is again a matter of drawing the line between 
how much we are going to add to our expenses to use nothing but Canadian coal, 
and how much we are going to reduce our expenses by importing coal. There 
arc two schools of thought, probably one extreme is that we should exclude all 
foreign coal and use nothing but the Canadian product. If we did that it would 
add several million dollars to our expenses. On the other hand, if we went to 
the other extreme and bought our coal in the cheapest market, we would prob
ably save several million dollars, but again it would result probably in bringing 
a great deal of distress to our Canadian mines that are already open. Generally 
speaking, the policy of the company has been to use coal mined in the Maritimes 
as far west as Brockville or thereabouts. Through Ontario, from Brockville to 
the head of the lakes, and sometimes, but not frequently, as far west as Winni
peg, to use coal which comes from the United States, short haul coal from the 
coal fields of Pennsylvania and Virginia into Ontario. From the head of the 
lakes or Winnipeg west to Edmonton or Jasper we use exclusively western 
Canadian coal. From Jasper to the Pacific const we use a combination of fuel 
oil and coal. Now then, that is the policy that we have followed. It may be 
attacked from either point of view ; it depends upon what your view is. As far 
as the railway management is concerned, we felt that in pursuing the policy 
that I have outlined in using Canadian coal within the areas that I have named, 
we were probably pursuing a course which was reasonable from every point of 
view.
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Mr. Hanbvry: Do you know if the Canadian Pacific Railway also imports 
large quantities of coal?

Sir Henry Thornton : I do not know. Mr. Vaughan, do you know?
Mr. Vaughan: Yes, they do. I do not think they use the same quantity 

of Canadian coal that we do, particularly in regard to Nova Scotia coal, because 
they do not serve the Nova Scotia mines.

Mr. Heaps : May I ask if the figures that were submitted were those of the 
Canadian lines and did not include consumption of lines in the United States?

Sir Henry Thornton : The figures I gave you, in which I said we bought 
2.319.000 tons of coal from the United States included coal consumed on our 
American lines.

Mr. Heaps : It figured out to 600,000—
Mr. Vaughan: We bought last year in the United States, 1,658,992 tons of 

coal for Canadian lines.
Sir Henry Thornton : That is really the point Mr. Heaps wants, I think.
Mr. Heaps: Yes.
Mr. Vaughan: And we used 2.400,000 tons of Canadian coal.
Sir Henry Thornton : Does that answer your question, Mr. Heaps?
Mr. Stewart: From what part of the country do you get this western coal?
Sir Henry Thornton: Mostly Alberta.
Mr. Stewart: What part?
Mr. Vaughan : It comes from Alberta, some comes from the Mountain 

Park Coal Company, the Cadomin Coal Company,, the Luscar Collieries, the 
Sterling Coal Company, the Coal Valley Coal Company, and the Brazeau Col
lieries.

Mr. Stewart : You get none from southern Alberta?
Mr. Vaughan: None whatever.
Sir Henry Thornton: May we go on, Mr. Chairman?
Mr. Hanson: Before you leave the coal question, are you still operating 

that mine in Ohio?
Sir Henry Thornton: Yes.
Mr. Hanson: What does it cost you per ton to raise that coal as compared 

with the market price of coal in the United States?
Sir Henry Thornton: I think that perhaps in that connection you might 

like a general statement, or the committee might like a general statement with 
respect to what is known as the Rail and River Coal Company, if so. I would 
be glad to give it.

Mr. Hanson : I personally do not care, but I know there are member" 
who do care.

Mr. Vaughan: Mr. Smith asked some questions in the House the other day 
and it was replied to very fully.

Mr. Hanson : I understand you did not tell him the price per ton.
Mr. Vaughan : Yes, sir, we did.
Mr. Smith ICumberland): In that connection I might say I am the per

son referred to, and those questions were not answered fully in my judgment, 
and I certainly would appreciate a statement from the president.

Sir Henry Thornton: Many years ago, the Grand Trunk Railway pur
chased what is known as the Rail and River Coal Company property, which 
is situate in South Eastern Ohio. That purchase was made for the purpose of 
bringing the coal supply and the price paid for that supply by the Grand Trunk 
Railway Company—
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Mr. Heaps: What year was that, Sir Henry?
Sir Henry Thornton: It must have been prior to 1911.
Mr. Galloway: About 1908.
Sir Henry Thornton: These mines were bought for that purpose. I under- 

-tand that the Grand Trunk company suffered materially, prior to 1908. because 
of the price of American coal that they were using, and also to ensure them
selves getting an adequate coal supply to protect themselves they bought this 
property. Now, that may have been a wise policy for a private company at 
that time. Since I have been familiar with the Canadian National Railway 
-ystem, we found this property on our hands. For a time it was closed down. 
The last few years the price of coal and the supply of coal in the United States 
has steadily decreased so that at the present time there is really no strategic 
reason for the retention of the company by the Canadian National Railway 
-ystem. and the administration of the Canadian National system would have 
been glad to sell the property, and in fact, made some effort to do so, but 
because of the general depreciated price of coal in the United States, coal 
mining properties were not profitable, and consequently it was impossible to 
dispose of the property excepting at great sacrifice, which I did not feel we 
were justified in accepting; but so far as we were concerned, and so far as the 
administration of the Canadian National Railways goes, we would be per
fectly willing to get rid of that property at any time we can come somewhere 
near getting our money out of it. Now, having the property—

Mr. Hanson : How much was the capital investment in the property?
Sir Henry Thornton: Do you know, Mr. Galloway?
Mr. Galloway : No, I do not know. Something over a million dollars.
Sir Henry Thornton : More than that. However, having the property, 

we concluded that the only thing to do was to try, as long as we had to buy a 
certain amount of coal in the United States for use in Ontario, and use the coal. 
We thought that it was better to make such use of that property as we could ; 
and that represents how we got the Rail and River Coal Company, and why we 
arc using it.

Mr. Heaps: Is it an economically operated mine?
Sir Henry Thornton : The cost per ton of coal raised by the Rail and 

River mine, is, all charges included, $1.26 per ton. I think, Mr. Heaps, that is 
the figure you wanted, is it not?

Mr. Smith: Will Sir Henry— if I may be jiermitted, Mr. Chairman, to 
s|>eak, I am not a member of the committee—

The Chairman : You are permitted to ask questions.
Mr. Smith: What I want to ask Sir Henry is this; you informed us the 

co-t of a ton of coal was $1.80—
Sir Henry Thornton: $1.26.
Mr. Smith: Whatever it is.
Sir Henry Thornton: Very close to $1.26 i>er ton.
Mr. Smith: Does that include all the charges and all the costs of the out

lays in connection with the operation of this mine?
Sir Henry Thornton; That includes all costs of all sorts.
Mr. Smith: Including money that has to be paid by the Canadian National 

Railways for periods of idleness. According to the terms submitted it has cost 
the Canadian National Railways as high as $350,000 in one year for periods 
of idleness in connection with this mine.
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Sir Hen by Thornton: That includes all costs. In the last year the Cana
dian National received from this mine 1,697,400 tons of coal, and the cost, 
including overhead, and all other proper charges which belonged to that year 
was $1.26 per ton.

Mr. Hanson : You raised all the American coal you imported. Then, the 
figures are the same, one million and something.

Sir Henry Thornton : The investment in the Rail and River Coal Com
pany is $2,080,000.

Mr. Smith: If the mine was only operating two or three months, or did not 
work two or three years, the average would be a little higher.

Sir Henry Thornton : Of course, sir, if we were not raising any coal. Yes, 
certainly, if we were not raising any coal in any one year, of course, the cost per 
ton would be something enormous.

Mr. Smith: In that connection, Sir Henry, the statement that is made as 
to the actual cost of the coal considering all charges—

Mr. Heaps : In each year.
Mr. Smith: —over a term of years or each year is what you have given 

us, is it? Could you give us the average for the last five years, sir?
The Chairman : I understand what is worrying you is this: you want to 

know, Mr. Smith, how those charges of $1.26 are made up, whether there is any 
capital charge in there for interest on investment, for example.

Sir Henry Thornton: That figure which I gave you of $1.26 per ton in 
1930 includes all charges, capital, interest on capital, and everything else which 
properly enters into the cost of a ton of coal in that year.

Mr. Hanson : For that particular period.
Sir Henry Thornton: For that year.
Mr. Vaughan : That item also includes depreciation and every conceivable 

item which could be legitimately charged.
Mr. Hanbury: Have you the same information for the last five years?
Sir Henry Thornton: We have not got it, but we can get it.
Mr. Hanbury : I think that is Mr. Smith’s question.
Sir Henry Thornton: We can get that. I do not happen to have it 

available at the mgment, but it can be secured.
Mr. Heaps: Is it a non-union or union mine?
Sir Henry Thornton: The situation there is this: there was a strike some 

years ago, I do not quite remember the year, in the coal fields of the United 
States, and in this south eastern Ohio or Cambridge field, and we, of course, 
found our mines closed. We had nothing to do with the strike ; it was a move
ment which was started by other miners, and all the miners went out. The 
mines were closed for some time, and there was a good deal of distress in the 
field, and a number of the mine owners of that area offered their miners work 
provided, as I understand it, they would sign an agreement upon returning to 
work that they would accept mine owners’ wages, current wages in the field, 
and also obligate themselves not to associate themselves with any other unions. 
A number of mines were opened under those conditions, and we remained closed. 
Fnally. a number of our men came to us and asked us if we would re-open. We 
said, \ es, we would re-open, and we would pay the current rate of wages in 
the field.” We asked them to make no commitments whatever with respect 
to their trade unions and as far as I know each man may or may not belong 
to a union. At any rate, we offered no objections at all, and imposed no obliga
tions upon any of our men returning to work with respect to their association
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with any unions. Now, I believe I am right, Mr. Galloway, in saying that in 
the last year, the mine owners in that area have still further reduced their 
wages, but we have made no reduction.

Mr. Galloway: We made a reduction a few months ago.
Sir Henry Thornton: We kept pace with the going rate in the field.
Mr. Galloway: That is right.
Sir Henry Thornton: As far as we are concerned, we do not care whether 

our men belong to unions or not. I have no objection to it whatsoever, and we 
impose no limitations.

Mr. Hanson: I gather from what you say that a man may or may not 
be a unionist, he is not obliged to belong to any union—

Sir Henry Thornton: He can do what he likes.
Mr. Hanson: It is an open shop, so to speak?
Sir Henry Thornton: Precisely.
Mr. Heaps: Have you a comparison of the wages paid the men there with 

the wages paid men in this country?
Sir Henry Thornton: Was your question Mr. Heaps concerning wages 

paid in other parts compared with those in Canada. I may say I have not got 
that but at the present time we are paying a basic rate of $4.00. In fact, all the 
mines in that region you refer to are paying a $4.00 basic rate. Now, there are 
some mini - in south Eastern Ohio, the Sauters Coal Company, and others, that 
are paying from $3.20 to $3.60 a day—those mines are a little further north than 
some of the others. Docs that give the information?

Mr. Heaps: In part only. I do not suppose you have the information there, 
but I would like to get the wages paid in the mine.

Sir Henry Thornton: We can get that.
Mr. Heaps: Your statement is, it is comparable with your competitors in 

the same district.
Sir Henry Thornton: Yes, and the only difference is we impose no limita

tions with respect to membership in trade unions.
Mr. Geary: You gave it that $1.264 is an economical operation—in other 

words—you could buy the coal from some person more cheaply.
Sir Henry Thornton: Possibly we could.
Mr. Geary: What is the average cost every year.
Sir Henry Thornton: I may say, Col. Geary, the cost of coal varies in 

different districts, depending on the labour charges and facility of mining. Those 
figures here compare favourably with cost of mines in the district.

Mr. Geary: That is not the point—can you buy it cheaply or get it as 
cheaply from your own mine as you could obtain it from another.

Mr. Vaughan: I do not know whether this should go on the record "but I 
may say we do not use all our coal—we sell some coal to the Pennsylvania and 
the Baltimore and Ohio for 20 and 30 cents more than it costs us.

Mr. Geary: I am only wanting to know whether it is worth retaining this 
mine even at a sacrifice.

Sir Henry Thornton: If we could come near getting our money out of 
this mine by selling it we ought to sell it, but the trouble is coal mines are so 
unremunerative and the coal business in the United States at present is in such 
a chaotic state that it is almost impossible for any operator to get his money 
out of his mine. I believe if we could get our money out of this mine we ought 
to sell it, but I have not been able to get a purchaser to come anywhere near 
the specification.
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Mr. Geary: In operating it from a business point of view, do you think 
you are doing the proper thing?

Sir Henry Thornton : Yes, we are getting more money out of it than if we 
were to sell it at present.

Mr. Cantley: I understand the figure of $1.10 is stated to include such 
charges as depreciation in machinery and so on—can you give the figures written 
off in respect to depreciation and amortisation?

Sir Henry Thornton : I can get it. You wanted a statement of how much 
is written off for depreciation of plant and exhaustion of mineral—for during 
what period?

Mr. Geary : Give the figures for last year.
Mr. Fairweather: Depreciation $83,453 and amortisation, $41.009—total, 

$124,462.
An Hon. Member: What does amortisation mean?
Mr. Fairweather: Amortisation means the depletion. It is worked out at 

2-2 cents per ton.
Mr. Cantley : What is the total quantity of coal in that property?
Mr. Vaughan : There are 30,000 acres there—around 180,000,000 tons.
Col. Geary: How much is taken out a year?
Mr. Vaughan: There was 1,856,000 tons taken out last year and there are 

175,000,000 tons left on the property.
Mr. Hanson : You must have had that figured out.
Sir Henry Thornton: We have it all here but it is just a little hard to 

answer offhand. The charge to depreciation and amortization is worked on a 
general accepted formula, and there is a very large amount of coal left on the 
area.

Mr. Stewart: Do I understand the policy of the railway is that they will 
not purchase coal from any part of the country that is not served by the rail
way. There is a shorter haul to Calgary than the north, and we want to get 
an opportunity of providing that coal.

Sir Henry Thornton: We have certain mines on our railways and natur
ally we take as large a proportion of their output as we can and if we did not 
do so it would cause a great deal of distress to the mine. The Canadian Pacific 
Railway pursue the same policy.

An Hon. Member: I am speaking of the Canadian Pacific Railway too.
Sir Henry Thornton: If we pursued the policy of buying coal from all 

over Canada irrespective of having it on our own railway we would find our 
own mines that are naturally looking to us for orders in a very bad financial 
condition. I do not know of any other answer to that, for we would also have 
to pay a freight charge to the C.P.R. for every car of coal we bought on other 
mines.

An Hon. Member: Supposing you could lay down coal cheaper in Calgary, 
what objection would there be to giving the people not served by your rail
way an opportunity of getting back some of the taxes they are paying.

Sir Henry Thornton: The answer is that our.job is to look after our own 
mines and our own shipping first. If we pursued any other policy we would not 
get anywhere.

Mr. Hanson: Is there any complaint about that policy?
An Hon. Member: Why not be relieved of paying taxes?
Sir Henry Thornton: I think everybody would be glad of that. I do 

not know of any other way of handling it and if we pursued a different policy 
we would be in hot water.



56 SELECT STANDING COMMITTEE

An Hon. Member: In the interests of the country at large and considering 
the competitor’s point of view, eould not there be an exchange in the matter of 
coal.

Sir Henry Thornton: I do not think they would bite at that—at least,
I would not.

Mr. Vaughan: We do not use much coal in the southern field and in the 
cost of coal we would have to pay freight to the C.P.R. and it is questionable 
whether the cost is any less at Calgary anyway. You do not think the C.P.R. 
buys coal from our mines when we have mines on our lines near Edmonton.

Sir Henry Thornton: It has been the policy of both companies and I 
do not see why there should be any departure from it.

Mr. Fairweather:
The difference in traffic density is strikingly shown by the following 

comparison for the year 1930;—
Canadian Class I 
National U.S.
Railways Roads

Freight- Ton miles per mile of road (thousands)............................. 829 1.758
Passenger—Passenger miles per mile of road (thousands).. .. 50 112

Sir Henry Thornton: That means that the traffic density of the Class I 
railways of the United States is more than twice that of the Canadian National.

Mr. Geary: What would account for the lesser traffic density?
Sir Henry Thornton: I would say it would mostly result from mileage 

built in the west and on the transcontinental.
Mr. Geary: I would say the transeontinental must have a very low density.
Sir Henry Thornton : Yes, quite a low density.
Mr. Hackett: Before we take up the question of railway operating revenue 

I would like to ask Mr. MacLaren—Mr. Euler said yesterday :—
The statement was made in the House that if you disregarded the 

interest on the amount which had been advanced that the average deficit 
of eight years was about $12,000,000—is that correct?

and Mr. MacLaren answered that the income loss for that |>eriod was $85.854,- 
568.72, a little over $10,000,000 of an average per annum,—now my question is 
this—has he taken into consideration in the first place the debit on eastern lines.

Mr. MacLaren : No, only up to June 30th, 1927.
Mr. Hackett: And what is the deficit up to that time.
Mr. MacLaren : The deficit up to that time, excluding government interest, 

$18,148,950.52.
Mr. Hackett: Will he also state what portion of a greater amount than 

$85,000,000 to which he made reference was charged to profit and loss.
Mr. MacLaren: $7,268,796.33.
Mr. Hackett: So, therefore, the deficit for those years including the item 

you gave is over $110,000,000.
Mr. MacLaren: $111,272,315.57.
Mr. Hackett: And that is after deducting the interest on the public debt 

of the country?
Mr. MacLaren: That is right.
Mr. Fairweather: Railway operating revenues read:—

Turning now to a more detailed analysis of Railway Operating 
Revenues, the monthly variations and decreases in 1930, as compared 
with 1929, were as follows.
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Sir Henry Thornton : I do not think you need to read that long item, it 
sets out the comparison of operating revenue each month for the past year. You 
might read the totals.

Mr. Fairweather: A comparison by Principal Revenue Accounts is as
follows:—

Decrease
1930 1929 Amount Per cent

Freight.......................................... $ 163.859.421 * 199.803,82» 8 35.944.408 18.0
Passenger   27.536.654 33.125.162 5.588.508 16.9
Mail .. 3.085.854 3.159.863 73.809 2.3
Express’.’ ’.   11,488.177 13.531,364 2.043.187 15.1
Telegraphs................................... 5.254.798 6.122,152 867.384 14.2
Other Revenues.. .. .. .. .. 10,545.541 12.251,321 1 ,<0o,786 13.9

Total Revenue............................ $ 221,770,445 $ 267,993.497 $ 46,223,052 17.2

Sir Henry Thornton: You might just read, the decreases.
Mr. Fairweather: All commodity groups showed substantial decreases in 

tonnage carried, as indicated by the following:—
Tons

Carried
Per cent 

of Decrease from 1929
1930 Total Tods Per cent

Products of Agriculture....................... 9,525,801 18.90 906.122 8,7
Products of Animals.............................. 1.157.470 2.30 261.215 18.4
Products of Mines................................... 17.806.952 35.32 4.862.074 24.7
Products of Forests................................. 6.883,454 13.65 2,257.658 24.7
Products of Manufactures and Miscel

laneous................................................. 15.038.371 29.83 5.141,653 25.5

Total............................................. 50.411,048 100.00 13,429,622 21.0

Mr. Hanson: Is it intended that we should discuss these at the end of 
this heading or as we go along.

The Chairman: It is up to you.
Mr. Hanson: I have no desire one way or the other, but I think there 

should be some discussion. It is a rather appalling situation to me and I am 
sure it is to the management.

Mr. Fairweather:
Details of the figures shown above will be found on pages 32 and 33 

of the Annual Report.
Although there was a decrease in products of agriculture generally, 

Grain handlings on the Western Region showed a slight increase, the 
comparative tonnage being as follows:—

T ncrease
1030 1029 Amount Per cent

Grain Tonnage........................ 4,323,699 4.22.3,803 99,896 2.4

Mr. Geary : That is a surprise to me. You will remember the 1929 crop 
did not move. It moved during 1930 and you actually handled more western 
grain in 1930 than the year before and you are getting the same price per ton 
as you did the previous year.

Sir Henry Thornton: That is right. We are only discussing grain handled 
from the western region.

Mr. Kennedy : There was only half a crop in western Canada in 1929.
Mr. Geary: I am only speaking of the revenue decrease on freight handled 

in 1930—but what of the falling off in grain?
Sir Henry Thornton: There was a very heavy decrease in grain move

ment in Eastern Canada.
Mr. Hanson: All over. It began in the fall of 1929 as I recollect.
Sir Henry Thornton : You mean the depression.
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Mr. Hanson: The failure to move the grain crop commenced in 1929.
Sir Henry Thornton: That is right.
Mr. Hanson: When you say East, what do you mean.
Sir Henry Thornton: I mean East of the head of the lakes.
Mr. Geary: If your Western grain increased in movement your decrease 

East of the Lakes would not affect the Western grain
Mr. Fairweather: A decrease in Eastern Canada of 638,000 tons of grain. 

I may say in 1930 the water borne movement of grain was more prominent than 
on the railway.

Mr. Hanson : What about the movement West to the Pacific? That 
increased.

Mr. Fairweather: Yes, West of the Great Lakes the grain had to move by 
rail and we participated in that movement, but once it got to the Great Lakes 
they had the option or choice to move it by water to Montreal or to the Georgian 
Bay ports, and then by rail. In 1929 there was a decrease in movement from 
Georgian Bay ports, because shippers found they could get cheaper movement 
by water.

Mr. Bvrnap: The grain tonnage for the company was 327.883 tons less than 
in 1929, a decrease of 2-96 per cent.

An Hon. Member: What would that amount to in money or decrease in 
revenue?

Sir Henry Thornton: We could probably work that out if you like.
Mr. Geary: The point I am making is that West of the Great Lakes the 

revenue during 1930 did not suffer owing to the non-movement of grain.
Sir Henry Thornton : That is true, and if the general freight movement 

and the pasenger service had reasonably kept up in the Western region it would 
have been on a favourable comparative basis with the previous year.

Mr. Geary : And as a matter of fact the products of manufacture decreased 
25 per cent.

Sir Henry Thornton: That is right.
Mr. Geary: You suffered in your revenue east of the Lakes by reason of 

water borne transportation.
Sir Henry Thornton: Yes, we come directly in competition there and the 

rates suffer there and the volume of business suffer and the competition is more 
severe.

Mr. Geary: It is not a bogey. It is a real factor.
Sir Henry Thornton : Yes, and everybody recognizes that.
Mr. Geary : But the fact is that everybody does not recognize it.
Sir Henry Thornton: They ought to at any rate. However your state

ment is correct.
Mr. Geary: It is a factor—a real factor.
Sir Henry Thornton: Yes, it is.
Mr. McGibbon: Would not it be accounted for by a larger amount of grain 

held over from 1929 to 1930?
Sir Henry Thornton: We all know that unfortunately the grain crop in 

1929 did not pursue its normal course that \ ear and unquestionably what failed 
to move in 1929 certainly was held over until 1930 and moved in that year.

Mr. Hanson: Or partly moved.
Sir Henry Thornton : Yes.
Mr. Bell: Have you the figures about competing lines?
Sir Henry Thornton: No, we have not, Mr. Bell.
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Mr. Geary: With the products of manufacturers decreasing by 25 per cent 
was involved some Western movement of manufactured products, but does the 
shipment to the West of manufactured goods take up enough space to provide 
empties to carry the grain East?

Sir Henry Thornton : Oh no, the troubles with the grain movement is this, 
first it is a seasonal movement, and second a one-way movement and in the 
third place we have to begin quite early in summer to distribute our cars to the 
various stations in the West. We have to guess at what the crop will be and we 
are generally wrong for it is pretty sure to be the opposite to what we prepare 
for.

Mr. Geary: You should prepare for it the other way and then you would 
be right.

Sir Henry Thornton : We have not got to that degree of blessedness yet, 
but you have a large amount of equipment and material idle until the grain 
moves, and it is a one-way movement, the cars have to be moved back for the 
next crop.

Mr. Hanson: Having regard to these factors are the present grain rates 
adequate?

Sir Henry Thornton: Well, can a duck swim? It depends on how you 
look at it. If you are looking at it from the point of view of railway revenue 
and you are simply separating the railway from the rest of Canada and regard
ing it as a business enterprise, the freight rates on grain are too low.

Mr. Hackett: How do they compare with the rates in the United States.
Sir Henry Thornton : They are about 25 per cent lower than in the United 

States. I think I am safe in saying this, that general freight rates on Canadian 
railway are about 10 per cent lower than the general run of freight rates in the 
United States. We made an estimate of that some time ago.

Mr. Hackett: In your testimony two years ago you said 15 per cent.
Sir Henry Thornton: Something like that.
Mr. Hackett: How much lower are they in regard to grain, which is the 

principal source of revenue from the West?
Sir Henry Thornton: Why, the general situation with respect to grain 

rates> is this: our rates in Canada are approximately—and I can only speak from 
approximate figures, but I am not far wrong—about 25 per cent lower than they 
are in the United States for the same distance.

Mr. Hanson : With regard to grain?
Sir Henry Thornton: Grain. You asked a question about grain.
Mr. Beaubien : Is it not a fact that the earnings of the railway companies 

in Canada increase tremendously in the months of grain movement?
Sir Henry Thornton: Oh yes.
Mr. Beat bien : And is it not a fact that the operation of the western lines, 

where the bulk of the grain comes from, is cheaper, and also that there is less 
capital invested than there is in the eastern lines?

Sir Henry Thornton : Well, I do not think that that question can be 
answered immediately by “yes” or “no”. I think probably if you took the total 
capital investment on the lines east of the head of the lakes, it would be rather 
more than west of the head of the lakes, but I am juet speaking off-hand.

Mr. Beaubien : The impression seems to be going around the country that 
the railway companies are hauling our grain for nothing.

Mr. Hanson: No.
Sir Henry Thornton: No.
Mr. Beaubien: Or hauling it below the cost of hauling.
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Mr. Hanson: No, nobody said that.
Mr. Beaubien: Are not hauling it on a profitable basis, put it any way 

you like.
Sir Henry Thornton : Well—
Mr. Beaubien : I would like this impression to be broadcast in Canada that 

I know by my information and the report of the railway companies for the last 
two years that the net revenues on western lines through the hauling of grain, 
have been greatly augmented, and it has been of great benefit to the Canadian 
National and the Canadian Pacific.

The Chairman : The earnings are always better when the crop is large.
Mr. Beaubien: Another point I want to make is this; that from 1923 on, 

until the depression came along in eastern Canada, and of course western 
Canada contributed a certain amount, that the revenues of the railway were 
tremendous; that the Canadian Pacific Railway had made the largest revenue 
in its experience, due to the—

Mr. Hanson: In volume.
Mr. Beaubien : In volume, if you like. I would like that impression to be 

broadcast in Canada.
Mr. McGibbon : Sir Henry—
Sir Henry Thornton: May I just answer my friend. I do not want to 

be drawn into any discussion as to whether grain rates should be higher or 
lower. The question asked me was simply this; whether I thought grain rates 
were too high or too low.

Mr. Hanson : Relatively.
Sir Henry Thornton: I say it depends upon the point of view. If you 

are going to separate the railways themselves from all the rest of Canada and 
regard them as simply a business enterprise, no freight rate is sufficiently high; 
you naturally want to get everything you can. Now, when you come to con
sider the grain rates which are charged on the movement of grain, you have 
got to take into consideration whether or not the crop can be successfully 
marketed by the purchaser; and tlfe plain fact is that it does not make any 
difference what the freight rate is, the western grain crop in the interests of the 
whole of Canada has to be profitably or at least, ought to be, profitably sold.

Mr. Beaubien: May I ask you—
Sir Henry Thornton: All these questions have been determined by the 

Railway Commission. I want to make my position quite clear., I am not 
attacking in any way the present rates or anything at all, I am just answering 
that bare question.

Mr. Beaubien: Perhaps we can get it this way. Are the railway com
panies hauling the grain from western Canada at a loss?

Mr. Hanson : Nobody ever said they were.
Mr. Beaubien : It has been repeated in the house time and time again.
Mr. McGibbon: Perhaps I ean throw a little light on that. About 1923, 

or 1924, along somewhere in that period, there was a question asked by Sir 
Henry Drayton that was answered in the House of Commons, and it was dis
closed that there was an adverse ratio on the return of grain. I am just mention
ing this. I have no side in the matter, but that statement was made in parlia
ment, you will find it on Hansard. I think that accounts for what Mr. Beaubien 
says has been stated in the House of Commons. It was an official report presented 
to parliament on a question put by Sir Henry Drayton. It may be wrong ; I 
am not arguing that point. It came from the Minister of Railways. I am not 
arguing whether it is right or wrong, but that may explain the impression that 
has got around.
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Sir Henry Thornton: It is a very difficult thing to determine, because 
so many factors enter into the movement of traffic. For instance, if you have 
a load movement in one direction, and an empty movement in the opposite 
direction, and the cars are moving empty any way, you can have a profit maybe 
on a load, which you would not have under other circumstances; and when you 
come to say precisely what the cost of movement of a ton of freight is, or any 
commodity from one place to another, there are so many factors that enter into 
it, that you cannot make a general statement.

Mr. Beaubien: You stated here yesterday, and I think you repeated it to
day, that certain lines were profitable. Have you a separate account on the 
different regions of the railway?

Sir Henry Thornton: No, I do not think I made that statement; I do 
not think I made that statement.

Mr. Hanson: He did not go that far.
Mr. Beaubien: May I ask this question right here; do you keep separate 

accounts of the different regions of the railway?
Sir Henry Thornton: Yes, we have them.
Mr. Beaubien: Can you not ascertain whether the movement of grain is 

profitable or not under the present rate?
Sir Henry Thornton: Yes, of course, we can answer that question approxi

mately, but I have just tried to explain to you that it is an impossible thing 
to determine the cost of moving a ton of freight. You have to take into con
sideration all the factors that surround that particular movement.

Mr. Nicholson: I would like the privilege of asking Sir Henry Thornton a 
question in regard to that, which I think would clear up in some degree the dis
cussion. Is it not true in the operation of your railways, there are very heavy 
operating expenditures involved in moving your carg to the west, in repairing 
your cars, and maintaining contractors in providing motive power and every
thing else that is fiecessary to move the grain crop that is charged in during the 
period that you are moving the grain crop actually, or during the period that 
these charges are actually made up.

Sir Henry Thornton: Yes.
Mr. Nicholson: The point I want to make is this: the operating ratio 

drops during the actual months that the grain is being moved, which is due to 
the fact that all of the costs involved in moving the grain are not incurred 
at that time.

Mr. Beaubien: You cannot segregate the figures of the two or three months 
in which there is the heaviest grain movement.

Sir Henry Thornton: Quite so, that does not include all the expenses 
which have been involved by that movement. But I will say quite frankly here, 
without any hesitation whatever, that if it were not for our grain movement, 
we would be in a sad state financially, and that was illustrated vividly in 1929 
when the grain failed to move. That was really, as far as the railways are con
cerned, what put us on the toboggan, so to speak, and I do not want anyone to 
assume anywhere in Canada that the railways fail to appreciate, or in any 
way want to get rid of the grain movement.

Mr. Hanson: All you said, Sir Henry, was that relatively it was a lower 
rate, and was less profitable, than the movement of other merchandise.

Sir Henry Thornton: It is a less remunerative business.
Mr. Hanson: I should like to say, in justice to the railways that parlia

ment created that condition in 1922, and 1924, in its wisdom, rightly or wrongly, 
and we are bound by it, and nobody as far as I know has been—
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Sir Henry Thornton : A railway is a good deal like a department store, you 
have got to sell all kinds of things; you may lose money on the sale of hairpins, 
and you may make it on the sale of neckties and handkerchiefs, but you have 
got to have a fully equipped shop, and sell whatever anybody wants to buy. 
In a railway you have to move all kinds of business that turns up, and you have 
to apply that rule to the movement of all business, and to that businesss 
generally which in the last analysis, best promotes the interests of the country.

Mr. Beaubien : There was a statement made in the House last Friday to the 
extent that the Canadian National Railway company was in a bad state, and so 
forth, and probably a rate reduction or a wage reduction would be—

The Chairman: A rate increase.
Mr. Beaubien : Or a wage reduction would be in order. The reason why 

I raised this point is that the statement was made that the freight rate on 
grain in Canada is 25 per cent less than on the United States railroads.

Sir Henry Thornton: Yes.
Mr. Beaubien : The reason I raised the point and asked the question, was 

to try to establish that the hauling of grain in western Canada under the 
present rate was profitable to the railway companies. The understanding I 
have of the operations is this, that you haul 55 or 60 cars to Fort William and 
Port Arthur; that you gather your cars from your different feeders, and take 
them to one spot and that you make a train and carry right through to Fort 
William. Is not that a profitable business for the railway company, operating 
in that way ?

Sir Henry Thornton: Yes, I think it is.
Mr. Beaubien: Under the present rate?
Sir Henry Thornton: The only point that was raised was this, that grain 

was not as remunerative ^s other commodities, which is entirely correct.
Mr. Hanson : Relatively speaking.
Mr. Geary : You cannot argue that way.
Sir Henry Thornton: Incidentally, the question that was asked me, was 

how do grain rates in the United States compare with the grain rates in Canada. 
I answered that question, but I did not intend it to be any argument for or 
against rates one way or the other, because it may well be that a certain rate 
is justifiable in the United States, and it may not be justifiable in Canada. 
For instance, you have to remember that the United States is now, or at least 
until the last year or so, consuming most of their own production. Formerly, 
in years gone by, the United States was a large grain exporting country. It is 
not so much so to-day. It is probably a fact that a large percentage of the 
grain crop in the United States is grown near to its point of consumption than is 
the case in Canada and the situation will be quite different It is a very dan
gerous thing to compare railway and transportation rates in different countries 
without any further exposition of the surrounding facts and circumstances; it 
is the most slippery ground that anyone can get upon, and I want you to under
stand when that question was asked me, I simply answered it, that is all.

Mr. Beaubien : I am not criticizing your attitude, Sir Henry, but this state
ment was made in the House and I wanted to have it cleared up. You have 
informed me that the hauling of grain under the present system of gathering 
your cars in one divisional point from the different feeders and making a train 
load and carrying it to Fort William, is profitable to the railway company 
under the present rate.

Sir Henry Thornton: Yes. We do not want to lose that business. Nine
teen-twenty-nine is an example of what happens. This will interest you. The 
average revenue per ton mile on general traffic in Canada on the Canadian 
National Railways is 1.081 cents, 1.085 cents, the average revenue on grain is
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.526 cents. The return per ton mile on grain is about half what it is on general 
merchandise; and it simply bears out the statement that was made a moment 
ago, I think by Mr. Hanson, and I agree with him, that the grain movement 
is not as remunerative as other merchandise.

Mr. Hanson : That is all I started to prove.
Mr. McGibbon : Per ton mile?
Mr. Both well: Would it be possible to give the difference between the 

operating ratio on a carload of grain from Regina or Calgary or Lethbridge 
and a carload of coal to Fort William?

Sir Henry Thornton: It would be a very difficult thing to do. I am 
afraid we could not get that in that shape.

Mr. Kennedy: Sir Henry, up until some seven or eight years ago, it was 
customary for the railways to give us the different operating ratios. Is that 
done now or have they discontinued it?

Sir Henry Thornton: I can give you the operating ratio for any one 
of our three regions, for any year than you like, if you would like us to do 
that.

Mr. Kennedy: Yes, I would like that.
Sir Henry Thornton: Would you like to have the operating ratio for the 

western region?
Mr. Kennedy: Yes.
Sir Henry Thornton: Do you want the central region as well?
Mr. Kennedy: Yes.
Sir Henry Thornton: And the Atlantic region?
Mr. Kennedy: Yes, for the last five years.
Sir Henry Thornton: Would the last three years do you as well, because 

if you will leave it at three years, it will save us a lot of work.
Mr. Kennedy: All right, have it limited to three years now.
Mr. Bell: I should like to get a statement from you regarding the move

ment of grain from the Great Lakes, whether it is moved in American bottoms, 
or Canadian bottoms, and if there is any traffic in grain from Fort William 
to American ports, and if it is handled by American railways?

Sir Henry Thornton: I think Mr. Burnap, the traffic vice-president, 
could perhaps answer that question satisfactorily. You heard the question, 
Mr. Burnap.

Mr. Burnap: There is a very heavy movement of grain from the head of 
the lakes to Buffalo, and it goes in the elevators there, and some of it is used 
by American flour mills located in Buffalo, some of it is forwarded by rail 
from Buffalo, and some forwarded by barge lines, from Buffalo to New York.. 
That is, the movement is every very considerable.

Mr. Hanson : Is it over half?
Mr. Burnap : I think to-morrow I can give you the percentage. I have 

the figures in Montreal, and thinking they might come up, I wired this morn
ing for them.

The Chairman: At the same time would you indicate to us the difference 
in figures so we can see how competitive it is?

Mr. Burnap: I am not an authority, sir, on the question.
Sir Henry Thornton: If we cannot get the cost of haulage, we can get 

the revenue from the rates.
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An Hon. Member: We have been told grain is moving as low as cents 
a bushel from the head of the lakes to Buffalo this season, as against an opening 
season water rates from the head of the lakes to Montreal, of nine cents, and 
within the last ten days, six cents.

Mr. Hanson : I should like to know how you are going to compete against
that.

Mr. Beaubien: The Canadian shipper of grain will ship his grain through 
the cheapest route.

Sir Henry Thornton: There is the answer to the whole question. The 
shipper always ships his grain by the route which gives him the cheapest 
rate and quickest shipping.

Mr. Hanson : And the railways have always taken the position that no 
matter if they reduce their rates, the American competition would be reduced.

Sir Henry Thornton: The spread would probably be retained, whatever 
it is.

Mr. Bell: What is the remedy for it?
Sir Henry Thornton: I do not know of any.
Mr. Kennedy: How would the deepening of the St. Lawrence affect the 

railways?
Mr. Geary: Four cents a bushel.
Sir Henry Thornton: This is, of course, a question which has given, I 

think, even’ railway man in Canada a good deal of anxiety and it may have 
serious results. The only redeeming feature about it seems to be that there 
will be so much discussion and so much talk about it before the parties can 
agree, that most of us will be in a better land by the time it comes about.

Mr. Fraser: You are sure it will be a better land?
Sir Henry Thornton: I had in mind you, Colonel, I thought you would 

be there with a harp and a halo, and if I am somewhere else I will ask you to 
come down to spend a weekend with me.

Mr. Geary: In the cold season.
Mr. Heaps: You will not be talking so much about coal then, will you?
Sir Henry Thornton: No.
Mr. Bell: The government intends giving five cents a bushel on grain 

shipped for export. Is there any way of determining from the shipper that this 
grain will be handled by Canadian railways?

Sir Henry Thornton : I suppose that can be imposed as a limitation.
Mr. Hanson : On the same basis as-the British preference?
Sir Henry Thornton: It is preference, only in a somewhat different 

fashion.
Mr. Hanson : It would have to be taken care of. We are not going to 

subsidize—I must tell you very frankly that I am not going to sit calmly by 
and have subsidies given on grain exported through Buffalo and New York.

Mr. Bell: Neither am I.
Sir Henry Thornton: There is another situation to be considered and 

that is that a fair amount of American grain goes through Montreal.
Mr. Hanson : But it goes through Montreal because it is economically 

cheaper to send it that way.
Sir Henry Thornton : It does not go that way from reasons of philan

thropy.
Mr. Pickel: Does it go by rail?
Sir Henry Thornton: Some of it goes by rail and some by water.
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Mr. Beaubien : The Americans ship their grain via Montreal because it 
is economical to do so.

Sir Henry Thornton: Of course. There is no philanthropy in the matter. 
The plain fact is that this grain moves the cheapest way for the shipper, and 
the shipper will hunt around to find the cheapest way, and what is more he will 
probably try to start cheaper ways.

Mr. Beaubien : In times of depression competition is more acute?
Sir Henry Thornton: Yes.
Mr. Bell: Can we get comparative figures?
Sir Henry Thornton: Tell me what you would like.
Mr. Bell: What I would like to get at is how much cheaper it is to ship 

by Buffalo?
Mr. Bubnap: The barge line rate from Buffalo to New York at the pre

sent time is three and one half cents a bushel, and the railways have not met 
that rate.

Sir Henry Thornton: That is materially lower than the railway rate. 
Do you know what the railway rate is?

Mr. Bubnap: I think it runs fifteen cents a bushel at the present time-
Sir Henry Thornton: From Buffalo to New York.
Mr. Beli : What is the water rate?
Mr. Hanson : Three and half.
Mr. Bubnap: It has been quoted as low as one and a half cents a bushel 

from the head of the Lakes to Buffalo. To Montreal the opening season rate all 
water was nine cents. It has been quoted as low as six cents a bushel from the 
head of the Lakes to Montreal all water.

Mr. Gray: What is the rate from Buffalo and Port Colborne to Montreal 
through the canal?

Mr. Bubnap: In reply to that question, about two years ago in examining 
the situation we found there was an unexpected movement of grain from the 
head of the Lakes to Buffalo. We wondered where that grain was going and we 
found that some of it was being transhipped through the elevators so as not to 
violate the law, shipped into Canadian bottoms again. It was handled by U.S. 
vessels from the head of the Lakes to Buffalo, and shipped into Canadian vessels 
for Montreal to take advantage of the through rate. Much of the grain that is 
transferred from Port Colborne has moved from the head of the Lakes to 
Montreal.

Sir Henry Thornton: Does that answer your question or not?
Mr Gray: What would be the relative cost from the head of the Lakes to 

Liverpool via Buffalo and Montreal respectively?
Sir Henry Thornton: I doubt very much if we could get you that in

formation. I think what Mr. Bell wants is how much it costs to move grain 
from the head of the Lakes all water via Buffalo and New York, and what it 
costs to move grain by water from the head of the Lakes to Montreal ; and what 
it costs to move grain by water from the head of the Lakes to Georgian Bay 
ports and then by rail to Montreal.

Mr. Bubnap: Based upon experience lately, the rate to-day may not obtain 
to-morrow.

Sir Henry Thornton : Of course, you understand that there are almost 
daily fluctuations in these cases and any figures we would give you would only 
be an approximation. I think probably Mr. Burnap could give Mr. Bell that 
information. I do not know whether he could give it to-day. How long would 
it take, Mr. Burnap?
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Mr. B urn AP : I will try to have it to-morrow.
Mr. Bell: Like Mr. Ha neon, I am interested in the question of bonusing 

export grain from the west, and having it go by an all Canadian route as far as 
possible so that the benefit will accrue to Canadian railway and steamship 
companies.

Sir Henry Thornton: I think I have stated your question correctly. You 
have a note of that, Mr. Burnap, and you will get in touch with Mr Fairweather 
and have that information for Mr. Bell as soon as you can?

Mr. Burnap: Yes.
Mr. Hanson: According to your statement the rate from the head of the 

Lakes to New York is five cents a bushel?
Mr. Burnap: I think so. If it is not so I will correct it.
Mr. Hk\ps: Have we information showing how much American grain goes 

through Canadian ports?
Sir Henry Thornton: It is in the grain statistics of Canada. The Bureau 

of Statistics have all that.
Mr. Hanson : 1 had in mind going back to the question of increased railway 

revenue. It is a very startling figure Sir Henry. We all agree on that. $46,- 
000XXX) in a twelve months period is a large figure, and it is not confined to any 
one class of service. The principal item is freight, 18%, but it covers the whole 
range of railway activities and of production in Canada. What are you going 
to do about it?

Sir Henry Thornton • Well, I think I said at the first meeting of this 
committee that the accuracy of a prophecy varied inversely with the experience 
and the importance of the prophet. Now, in the first place the question is, is 
the present depression indicative of a permanent condition or is it transitory? 
We have had such conditions—probably not to such a degree before—but we 
have had such conditions. When you asked what are we going to do about it, 
I think your question involves first an examination of what caused the condition, 
because before you can prescribe the medicine you have to know what kind of 
disease is being treated, otherwise the remedy might be the wrong one. I might 
venture this opinion with respect to the general question, although it looks like 
going a little far afield, and that is this: 1 think the only fair principle to apply 
to-day is that the great economic, social and political changes which have 
happened in the past, particularly the economic changes, have been spread over 
a period of some two to four hundred years. Take the discovery of steam as 
a form of energy. Formerly the principal form of energy was manual power— 
the backs of men, and relatively crude water power appliances; but the moment 
steam was discovered as a form of energy the frontiers of industry instantly 
expanded indefinitely, the potentiality of industry expanded prodigiously, and 
we immediately entered a mechanical era. The application of electricity in all 
its forms to-day is the child of steam, because without the steam engine there 
could have been no dynamo, and the development of steam carried in its train 
electrical application and the internal combustion engines and all of the extra
ordinary mechanical development that has taken place progressively in the last 
one hundred and fifty years. Now, that era has more than covered the life of 
any single industrialist or of any single generation, which is to say that each 
successive generation, and the world as a whole, had time to adjust itself to 
those constant progressive movements. It was an evolution. But since the war 
our economic political and social changes have taken place with appalling 
rapidity. More has happened since the war to the world as a whole socially, 
politically and economically than ever happened to the world in any previous 
one hundred or two hundred years; and the simple fact is that we to-day are 
unable to move fast enough to adjust ourselves to those rapidly changing con-
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dit ions. If we are going to solve these problems we have got to talk less and 
reach our conclusions quicker and act with greater rapidity. In other words, 
we have a runaway on our hands; and I think, no matter how academic it may 
sound, that that is largely responsible for our economic trouble. We arc just 
not keyed up mentally to move fast enough to meet these changes which are 
happening all over the world, politically, economically and socially, with great 
rapidity. Now, you asked me what we are going to do about it. Well, as I say, 
much depends upon whether we are now confronted with a permanent or semi
permanent condition, or whether we are not, and I frankly admit I do not know 
and I haven’t found anybody that does know. If anyone can answer that 
question which you have proposed, and which I admit is a serious question and 
certainly one that should engage the attention of all thoughtful people, he will 
probably be conferring the greatest benefit upon mankind that all history can 
reveal.

Mr. Hanson : In other words there has got to be a readjustment.
Sir Henry Thornton: Unquestionably.
Mr. Hanson : And all along the line; all over the whole outlook.
Sir Henry Thornton: It makes no difference Mr. Hanson, whether you look 

at it from a political, social or economical point of view, it looks to me as if we 
had approached a period which demanded a readjustment or a re-vamping of a 
good many of our policies and ideas.

Mr. Hanson: Take the question of rates. Heretofore, under the Railway 
Act—I am not speaking of Parliamentary rates at all because they are dictated 
by political considerations as I understand according to my knowledge of the 
situation—but take the question of rates. Let me give you an illustration of 
what you are up against in express rates. The express rate on a crate of oranges 
from St. John to Fredericton is eighty cents. That involves three or four 
different handlings—perhaps two on your line and three on the C.P.R. branch 
line. The truck is calling at the wholesale warehouse for that crate of oranges 
and the driver of that truck is putting those oranges into my house for thirty- 
five cents with the result that that situation brings about a decrease in revenue 
in expresses. What are you going to do to meet that situation? It is a fair 
question, I think.

Sir Henry Thornton: Yes, it is a fair question ; and we are doing this: 
in the first place we are considering, in connection with the Canadian Pacific 
railway, although we have our own views on that subject—

Mr. Hanson: I do not want you to give away anything that is not settled 
or that will expose your hand. I would not put you in that position ; but with 
that limitation can you answer my question?

Sir Henry Thornton: I will not give away the show. I want to tell you 
quite frankly what we are trying to do because I would like to have your 
reaction and the reaction of this committee. We run a certain number of 
passenger trains, and we are obliged to do so to-day in order to preserve the 
continuity of service—service to the different communities. These passenger 
trains have got to be run, and to-day they are running light. Now, we have 
under consideration filling those trains up with package freight at freight rates, 
L.C.L. rates. The trains have got to be run, the expense is there, let us fill the 
trains up and see if we cannot make some money.

Mr. Hanson: In other words you propose to meet that particular com
petition that way?

Sir Henry Thornton: We have under consideration a plan to try to meet 
that situation in that fashion. When you come to the general—

Mr. Geary: That is a reversal of all your former policies?
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Sir Henry Thornton: That is what I say. You have to move fast in 
these days. We are confronted with an entirely new situation, and we have 
to apply new remedies. You cannot be bound by old precedents which may have 
been perfectly correct ten years ago, and which will not work to-day.

Mr. Geary: Does it follow from that that you are abandoning the principle 
that you have to move express at a higher rate than freight?

Sir Henry Thornton: No, I would not go that far. I am trying to answer 
frankly Mr. Hanson’s question as to what they are doing. Now, I come to the 
general question of highway competition. The only way to meet it is to com
pete with it. There is no good trying to compete with the highway unless an 
analogous service is furnished because you do not get anywhere.

Mr. Hanson : May I interject there; as a corollary to that proposition 
should there not be public regulation of other common carriers as well?

Sir Henry Thornton: Mr. Hanson, I will not repeat my statement, but 
at the first meeting of this committee I ventured to express what I think ought 
to be done in the way of regulations.

Mr. Hanson : They ought to be regulated.
Sir Henry Thornton: There is no question about that; but after that 

there is still the competitive feature. Now, unless we furnish a service which 
is equally attractive to the highway service, we are not going to get the business. 
So, we have had a committee at work for some little time to see if we could not 
have some system of containers, collections and delivery to implement the trains 
which have to run, in order to work out some scheme which will put us on a 
parity with the highways when it comes to the question of competition. Now, 
that is as near as I can come to an answer to your question.

Mr. Hanson : That is a logical answer. I am glad the subject is engaging 
the attention of the management.

Mr. Heaps: May I ask Sir Henry if he is in a position to state how reduced 
week-end fares have affected passenger traffic?

Sir Henry Thornton: I do not know offhand.
Mr. Bvrnap: We cannot determine definitely just what the result has 

been.
Mr. Hanson : What has been the reduction? I understand it is small.
M. Bvrnap: It is one and a quarter per cent on the round trip, one and a 

quarter times—a fare and a quarter instead of a fare and two-thirds.
Sir Henry Thornton : It compares numerically as one and a half compares

with two.
Mr. Heaps: Has there been any increase in traffic as a result of that reduc-

ton?
Sir Henry Thornton: Mr. Burnap, Mr. Heaps asks if there has been any 

particular increase in traffic.
Mr. Bvrnap: Wc think it has excited some increase, but right now with the 

use of private automobiles at this particular season of the year it is difficult to 
determine to what extent we have succeeded in getting that business.

Sir Henry Thornton : How long have you had the reduced fare in opera
tion?

Mr. Bvrnap: From the first of May.
Mr. McGibbon : I am not speaking of passenger traffic between Ottawa and 

Montreal. Is not one of the difficulties the slowness of the trains. You can take 
an automobile from my part of the country and can go a distance in two and a 
half hours that it would take four and a half hours to go on a train.
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Sir Henry Thornton : There is no doubt the automobile on the highway 
is a serious competitive factor with the railway. We run usually a local train 
and they have to stop at every station which means more time is taken by rail 
necessarily than in an automobile where the person goes straight through to his 
own door.

Mr. McGibbox: Would it not help traffic if those trains were speeded up a 
little.

Sir Henry Thornton: The only way to do that would be to put on an 
entire new train and put on a local staff. The real interference with fast move
ment is the local stations at which you have to stop. For instance, one of the 
features that help for speed on the train between Montreal and Toronto is the 
fact that they make only two or three stops.

Mr. McGibbox: We do not expect trains like that but it seems to me they 
are terribly slow.

Mr. Hanson: I have had my own trouble in that regard—people want 
faster trains and more stops, stops for every two or three miles, and I do not 
see how you can have the two together. However, they have not got much 
encouragement from me in that regard.

Sir Henry Thornton: I think the best way to treat that question would 
be to take the fast train between Toronto and Montreal, because the Chicago 
train is really the outgrowth of that. The fast trains we run from Toronto to 
Montreal is a factor in a financial way yielding a half million a year. I do not 
think there is any train, probably not on the American continent that earns 
more per mile, and they are far more profitable than any trains we run.

An Hon. Member: What has been the effect on other trains.
Sir Henry Thornton: It does not materially affect the other trains—we 

simply collect additional business.
An Hon. Member: Do you take into consideration the higher state of 

efficiency in which the road is kept to run those fast trains.
Sir Henry Thornton: The condition of the road bed is not affected by 

those fast trains—we would have to maintain the standard of efficiency. The 
real factor in those trains is not so much the average speed as the elimination of 
stops. The train that makes every stop and runs like a scared rabbit between 
the stations, is the one that might affect the road bed, but as to the efficiency 
of the road bed for passenger trains, we would have to do that in any case.

Mr. Hanson: As to passenger revenue, we discussed it last year and you 
stated the loss in passenger service last year was $12,000,000—I would like to 
know what it is this year.

Sir Henry Thornton: We will have that for you to-morrow.

The Committee adjourned until Thursday, June 11, at 11 o’clock.
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MINUTES OF PROCEEDINGS

Thursday, June 11, 1931.

The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m., Hon. Mr. Chaplin, the Chair
man, presided.

Members present: Messrs Bothwell, Cantley, Chaplin, Duff, Euler, Fisct 
(Sir Eugene), Fraser (Cariboo), Gobeil, Gray, Hanbury, Hanson (York-Sun- 
bury), Heaps, Kennedy (Peace River), McGibbon, Power, Rogers, Stewart 
(Lethbridge).

Sir Henry Thornton submitted answers to questions previously asked 
respecting,—

(1) Quantity of Canadian Grain shipped via Buffalo for export through 
American ports in 1930;

(2) Rates on grain from the head of the Lakes to Montreal via water, via 
rail, via water-and-rail ;

(3) Rates on grain from Montreal and New York to Liverpool by (a) 
tramp, (f>) liner;

(4) Rate, Buffalo to New York, via barge service;
(5) Operating ratio of Eastern Lines, Central Region, and Western Region 

for years 1928, 1929, 1930;
(6) Production and cost of production, 1926 to 1930, Rail and River Coal 

Corporation ; and
(7) Rail and River Coal Company wage scale, February 1, 1931 ;
(8) Comparison of wages in coal fields in Canada.

Arising out of the answer to question (6), a discussion ensued regarding 
the price of coal.

The amount of capital invested in the Canadian National Railways and 
the prospect of securing a fair return on that amount was debated at length.

The Committee resumed consideration at page 5 of an “ Analysis of 1930 
Results of Operation as Compared with 1929.”

The Committee adjourned until Tuesday, June 16, at 11 a.m.

JOHN T. DUN,
Clerk of the Committee.
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MINUTES OF EVIDENCE
House of Commons, Room 231,

Thursday, June 11, 1931.
The Select Standing Committee on Railways and Shipping met at 11 a.m., 

Hon. J. D. Chaplin, Chairman, presiding.
The Chairman : I was waiting for a few moments for the minister, but we 

can go ahead where we left off yesterday. The Minister will be here later.
Sir Henry Thornton : I think, Mr. Chairman, there was some questions 

asked yesterday and I should like to answer them.
The Chairman: The questions that were asked by members are here, and 

I may say that I have eliminated some myself, and the others I have passed over 
to the railway officials. They will not be answered until the Minister returns, 
in accordance with the understanding arrived at the other day.

Sir Henry Thornton: There were certain questioned asked, I believe, by 
the committee yesterday to which perhaps you might give the answers.

The Chairman : I think so.
Sir Henry Thornton : One of the questions asked was in regard to the 

amount of Canadian grain shipped via Buffalo. Perhaps I had better read it, 
because you may want to make some comment upon it. This was the question, 
what was the quantity of Canadian grain shipped via Buffalo for export through 
American ports in 1930? The answer is, Canadian grain via Buffalo, 92,479,728 
bushels. Of that amount—

Mr. Hanson : Ninety-two millions?
Sir Henry Thornton: 92,479,728 bushels. Of that amount there was re

shipped to Montreal, 20,201,998 bushels, leaving a balance of the grain which 
went to Buffalo, which was exported via United States ports, or used for milling 
in bond to the United States, 72,277,730 bushels. As a matter of information 
for comparative purposes, the total Canadian grain exports in 1930 amounted 
to 216,670,052 bushels.

Mr. Hanson : About one-third went out by American ports?
Sir Henry Thornton : Yes, that is right.
Mr. Heaps : In bond, milled in the States?
Mr. Hanson : Milled for export.
Sir Henry Thornton: I said in round figures, 72 million bushels of Cana

dian grain remained in Buffalo. Now, we do not know what percentage of that 
was turned into flour, or what percentage of it went to New York or some other 
port for shipment. All we know is that 72 millions of bushels of Canadian grain 
found its way to Buffalo and stayed there, or stayed in the United States; 
either stayed there or was exported. We have no way of determining what 
proportion of it was milled in the United States, and what proportion was shipped 
from the United States.

Mr. Hanson: I suppose, in any event, if they milled it, and retained it, 
they would have to pay a duty.

Sir Henry Thornton: If it was milled in transit and exported it would not 
pay a duty, that is right. Mr. Fair weather may be able to answer that question.

Mr. Hanson : It is answered well enough.
71
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Mr. Faikweatheb: I was just simply going to remark that the Dominion 
Bureau of Statistics publishes a very thorough set of statistics on the moving 
of Canadian grain. Really, all the information is in there, particularly in the 
form of charts. For instance, here is the movement of Canadian grain—

Sir Henry Thornton: Can we get the information that Mr. Hanson 
refers to?

Mr. Fairweather: Yes.
Sir Henry Thornton : We can get that for you.
Mr. Hanson : I am not asking for it, I know it now.
Mr. Hanbvry: You gave a total of 216,000,000 bushels, approximately, ex

ported, of which 72,000,000 went through United States ports, leaving a balance 
of 144,000,000. Do you know what proportion of that went through Pacific 
ports?

Sir Henry Thornton : Yes, we can get that, but maybe not right off the 
bat, but it can be obtained; it is quite simple. While Mr. Fairweather is looking 
that up, perhaps I can go on.

The Chairman : Gentlemen, I would say that questions of this nature that 
any member can get himself, should not be taken up here, as it takes up too 
much time of this committee.

Mr. Hanson: The only point is, we get it on the record.
Mr. Chairman : I may be wrong in that respect.
Mr. Hanson : It may be of some value.
Sir Henry Thornton: Another question that was asked—by the way, I 

will hand those printed replies in so they can be included in the record, I am 
just mentioning them verbally now—the next question was, what are the rates 
on grain from the head of the lakes to Montreal, first via water, secondly via 
rail, and thirdly via water and rail. The answer to that question is this: via 
water, seven cents per bushel ; via rail (for export), 344 cents per bushel ; via 
rail and water (1) via Northern Navigation Company, bagged wheat, 25 cents 
per 100 pounds, (2) via water and rail (head of the lakes to bay ports, thence 
rail) head of the lakes to bay ports, 24 cents per bushel ; bay ports to Montreal, 
8-6 cents per bushel, making a total of 11-1 cents per bushel.

The next question that was asked was this, what are the rates on grain 
from Montreal and New York to Liverpool, first by tramp steamer, and 
secondly, by liner. There are no quotations available as to tramp cargoes at 
the present time moving to Liverpool. The rate by liner, that is, by established 
schedule service, is 4-56 to 5-33 cents per bushel. That is the rate per bushel 
from New York to Liverpool by liner service, and that is about all the informa
tion that we can get on that subject.

Secondly, the question was asked, what was the rate by barge line from 
Buffalo to New York; that is, by barge service from Buffalo to New York by 
the Erie canal, and the rate is from 3 to 3£ cents per bushel.

Mr. Both well: You gave the rate from New York to Liverpool; have you 
the rate from Montreal or any Canadian port?

Sir Henry Thornton: Well, yes, I gave you that. The rate from Montreal 
to Liverpool by what we call liners, established service, is from 4-56 to 5-33 
cents per bushel. Now, from New York to Liverpool, it is approximately 5-33 
cents per bushel ; in other words, pretty much the same. Now, can you answer 
that question that was asked a while ago, Mr. Fairweather?

Mr. Fairweather: The grain exports through Vancouver in the crop year 
1928-29 amounted to 96,138,218 bushels.

Sir Henry Thornton: He would like to know in respect to 1930.
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Mr. Haxbury: 1930.
Mr. Fairweather: These statistics are all in crop years.
Mr. Fraser: You have not got the amount for the last crop year?
Mr. Fairweather: This is for the last available year.
Sir Henry Thornton : I think, if you would like the information, we can 

probably get it. We can dig it out for you, if you would like to have it. In 
other words, what Mr. Hanbury would like to know is, how much Canadian 
grain was shipped from the port of Vancouver.

Mr. Hanbury: Yes.
Mr. Hanson : I think the total export was 216,000,000 bushels.
Mr. Heaps: I would like to ask Sir Henry the proportion of American grain 

that went through Canadian ports.
Sir Henry Thornton: Yes, we can give you that in just a moment.
Mr. Fairweather : The number of bushels of United States grain moving 

through Canadian ports in the crop year 1928-29 were 83,512,520.
Mr. Hanson: Eighty-three millions?
Mr. Fairweather : 83,512,520.
Mr. Heaps: For the same year corresponding with the 72 millions?
Mr. Fairweather : Well, this is the crop year 1928-29.
Sir Henry Thornton : What is this. How does it compare with this?
Mr. Fairweather: That, sir, is the calendar year 1930.
Sir Henry Thornton: What Mr. Heaps evidently wants to know is this; 

what kind of balance is struck,—
Mr. Heaps: Correct.

Sir Henry Thornton: —between Canadian grain that moves for export 
through American ports, and American grain that moves for export through 
Canadian ports. Just speaking offhand—I should like Mr. Fairweather or Mr. 
Burnap to correct me if I am wrong—I think the balance is generally somewhat 
in favour of the Canadian ports, is it not?

Mr. Burnap: I think you are right, Sir Henry. I hope to have the actual 
figures—

Sir Henry Thornton: When can you get them?
Mr. Burnap: The secretary is on the ’phone now.
Sir Henry Thornton : We may have the figures to-morrow morning. I 

think from general knowledge of the situation as far as the balance is concerned, 
there is rather more of American grain which finds its way to export through 
Canadian ports than Canadian grain that finds its way through American ports. 
Now, that is just a general statement.

Mr. Hanson: Just in that connection, do the Canadian railways get any 
benefit from the American grain, or is it all water haul?

Sir Henry'Thornton: Of course, here you have 92,000,000 bushels of 
Canadian grain that moves to Buffalo. We get our portion of the movement of 
that grain to the head of the lakes, but I should say without any doubt practic
ally all of that, in fact, every bushel is moved by water from the head of the 
lakes to Buffalo, and probably pretty nearly all of it, which was consigned to 
Montreal, also moved by water ; so that out of the total of 92,000,000 bushels, 
the railways profit only by the rail movement to the head of the lakes.

Mr. Hanson: I am speaking of the American grain that went out through 
Montreal, did the Canadian railways get any haul on that at all at any point? 
I do not think they did.
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Mr. Fairweather: Speaking with regard again to the crop year 1928-29, 
which is the only year for which I have the available statistics, there were 
19,767,000 bushels of grain handled by rail from Georgian Bay ports to Mont
real, and there were 16,000,000 bushels—half of that may be included in the 
other—that went through to Saint John.

Sir Henry Thornton: What Mr. Hanson wants to know is this: He says 
a certain amount of American grain moved through Canadian ports. Now, how 
much of that grain was moved by Canadian railways, or in what way, if at all, 
did the Canadian railways profit by that movement. That is the question in a 
nut-shell, as I understand it.

Mr. Hanson : Yes.
Sir Henry Thornton: Can anybody answer that?
Mr. Bxjrnap: I would not attempt to give you the exact figures, sir.
Sir Henry Thornton: Can we get them?
Mr. Burnap : A considerable proportion.
Sir Henry Thornton: Can we get it?
Mr. Burnap: We certainly can.
Mr. Hanson : I would not have supposed you got anything out of it; I am 

very glad to hear you got something. The movement by water from Buffalo 
to Montreal, how does it get to Buffalo?

Sir Henry Thornton: It must have got to Buffalo presumably by water.
Mr. Gray: We got some of it.
Sir Henry Thornton: A good part you must remember, was moved from 

Chicago, and by water to Georgian Bay ports. We would get it by rail from here.
Mr. Hanson: You may do that.
Sir Henry Thornton: Those are all the questions. No, there are some other 

questions.
Mr. Kennedy asked about the operating ratio of the three regions of the 

Canadian National Railway for the last three years, and I have them here. I 
will just give the result to you in a general way. On the eastern lines, the operat
ing ratio varied from 110 per cent to 115 per cent; the central regions operating 
ratio varied from 78 per cent to 85 per cent. In other words, the most favour
able year was the year 1928 when there was the largest volume of traffic. The 
western region's operating ratio varied from 83 per cent to 93 per cent. In 
each one of these instances, the most favourable operating result was in the 
year 1928. The eastern lines had their lowest operating ratio in 1929.

There is another question, and I have forgotten who asked it, but I think 
it was Mr. Heaps. The question was in regard to a statement of the production, 
and the cost of production of the cost of the coal raised by the Rail and River 
Coal Corporation, and I will just hand it in.

Mr. Heaps: Mr. Smith asked for that.
Sir Henry Thornton : It will go on the record, Mr. Smith, I shall read it, 

if you like. I shall give it to you in round figures. The production from 1926 to 
1930, four years, was 4,515,509 tons; the production costs, including idle time, 
was $7,454,250.37, and the average cost per ton was $1.65. During this period 
the mines were closed for a total of 25 months, or substantially two years. I 
think Mr. Smith asked about the wage scale, or Mr. Heaps asked that question.

Mr. Heaps: Yes.
Sir Henry Thornton: I have here a statement, which is rather long, and I do 

not think you will want me to read it. It gives me the information asked for, and 
it also gives a comparison of wages paid in Canadian mines. Well, we have no
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direct information from the coal operators as to what wages are paid ; but we have 
endeavoured from public statistics and from other sources, to secure that inform
ation, and we do give you a comparison of the wages paid in the various coal 
fields of Canada, but I should like you to understand it only represents the best 
information we would obtain from an examination of public records. It is rather 
a long statement, and I think you probably want me to go on with the other 
statement. /

The Chairman : Is it your pleasure to place this on the record?
Some Hon. Members: Yes.

RAIL AND RIVER COAL COMPANY

Wage Scale in Effect February 1, 1931

1. Inside Day Labour—
Motormen.............................................................................................................. $4 00
Drivers................................................................................................................... 4 00
Bottom cagers.................................................................................................... 4 00
Track layers........................................................................................................ 4 00
Timbermen.....................................................  4 00
Snappers on crab gathering locomotives................................................ 4 00
Trip riders, on haulage locomotives........................................................ 3 80
Water haulers.................................................................................................... 3 80
Machine haulers........................................................ :.................................... 3 80
Track layers, helpers....................................................................................... 3 80
Timbermen. helpers.......................................................................................... 3 80
Bratticemen......................................................................................................... 3 80
Trappers............................................................................................................... 2 40
Couplers and greasers...................................................................................... 2 40
Other inside day labour................................................................................. 3 60
Machine cutting, by the day......................................................................... 4 00

2. Outside Day Labour—
First blacksmith................................................................................................ 4 50—4 70
Second blacksmith............................................................................................. 4 00
Blacksmith, helpers.......................................................................................... 3 80
Mine carpenters................................................................................................ 3 80
Dumpers......................................................................................................  . . . 3 go
Trimmers on railroad cars......................................................................... 3 50
Slate pickers on table or cars................................................................. 3 20
Couplers and greasers. Itoys......................................................................... 2 25
All other outside day labour, except l>oys............................................. 3 20

3. Machine Seale—Chain Machines—
Cutting in rooms, any type breast machine, per ton......................
Cutting in rooms, any type short wall machine, per ton................
Cutting in rooms, any type arc wall machine, per ton . .
C utting entries, breakthroughs between entries, breakthroughs 

between rooms and turning rooms :
8 in. wide, per ton .09 and extra per yard.................

10 in. wide, per ton .09 and extra per yard...................
12 in. wide, per ton .09 and extra per yard...................
Hand drilling; shooting and loading in rooms, per ton.. 
Hand drilling; shooting and loading in entries break- 

throughs^ lietween entries and turning rooms —
8 in. wide, per ton .45 and extra per yard .. ..

10 in. wide, per ton .45 and extra per yard .. ..
12 in. wide, per ton .45 and extra per yard .. ..

4. Stone Measurement—

When thickness 
of stone is 

13 inches

To be paid for 
per yd. running 
with the place 

1 inch

24 in. 18 in. 
Wide Wide

.06 .05

15 in. 12 in. 
Wide Wide 
.03 .04

.09

.08

.04

.19
. 10 
.14
.45

.60

.53

.45

8 in. 
Wide 

.03
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Question by Mr. Heaps:

Comparison of wages paid in various coal fields in Canada, by classes?
Answer:

Nova Scotia Alberta Vancouver Island
Contract miners......................................... $6 69 # 7 78 #6 71
Hand miners................................................ 4 15 5 20--5 57 4 52
Hoisting engineers................................... 4 25 5 65—6 20 5 39
Drivers......................................................... :i 60 4 85—5 25 4 13
Bratticemen................................................ 3 73 5 20—5 57 4 35
Pumpmen..................................................... 3 93 4 40-4 95 3 96
Labourers, underground.......................... 3 45 4 40—4 67 3 97
Labourers, surface..................................... 3 40 4 15—4 41 3 76
Machinists................................................... 4 15 4 85—5 77 5 40
( arpenters.................................................. 3 88 5 45- 5 77 4 83
Blacksmiths................. ............................... 4 05 5 45—5 77 5 11
Machine miners.......................................... 5 85—7 00 4 81

Note.—Above figure* from Department of Labour Report No. 14 ‘‘Wages and Hours
Labour in Canada”.

Sir Henry Thornton: That, Mr. Chairman, completes the list of ques
tions which have been asked with respect to which we have available informa
tion.

Mr. Duff: With regard to this coal question, I think Sir Henry told us 
yesterday that some 1,600.000 tons of coal were raised from this mine in Ohio. 
What proportion of that one million, six hundred thousand tons was used by the 
Canadian National Railways?

Sir Henry Thornton: I can give you that in a moment. The total amount 
of coal raised, was 1,800,000 tons. Of that amount 1,600,000 was used for own 
own purposes.

Mr. Duff: How much?
Sir Henry Thornton: 1,600,000 tons, leaving 200,000 tons. These 200.000 

tons were sold to consumers there.
Mr. Duff: That is, 200.000 tons were sold to private consumers? Can you 

give u« any information as to whether or not you made a profit? You said it 
cost $1.26 or $1.10 to raise and it was sold for what?

Sir Henry Thornton: We sold it at $1.50 per ton.
Mr. Duff: It was sold at a profit ?
Sir Henry Thornton: Yes.
Mr. Duff: Now, Sir Henry, some mention was made of the fact that if a 

fair price was obtained for this mine, the Canadian National Railways might 
consider selling it?

Sir Henry Thornton: I would so recommend to the proprietor.
Mr. Duff: Well, if this mine was sold, the Canadian National Railways 

would have to buy 1,600,000 tons of coal outside. How much would you have to 
pay for 1,600,000 tons?

Sir Henry Thornton: That question cannot be answered shortly. I might 
explain to you that one of the reasons which prompted the Grand Trunk Rail
way company to acquire this mine, at the time of its acquisition, which was 
somewhere around 1908 or 1910, was that there was a combination of coal 
mining interests in the United States, and the tendency of that combine was to 
maintain high prices for coal. The Grand Trunk Railway, to protect them
selves against that situation, decided that it should acquire its own coal mine 
properties. That was the situation at that time, and that was the reason. Now, 
to-dav, the situation is quite different, and as far as I can see, it is likely to re
main so, for some time. And the prices of coal in the United States can only be 
described as chaotic. We are buying coal as what seems to be an unremunera- 
tive price to the producer.
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Mr. Duff: What is that?
Sir Henry Thornton: Having regard to that situation—
Mr. Duff : What is that price?
Sir Henry Thornton (to Mr. Vaughan) : Can you say roughly?
Mr. Vaughan : We can buy coal all the way from ninety cents up.
Mr. Duff: Up to what?
Mr. Vaughan : Up to $1.25, $1.50. It depends entirely from what district 

the coal comes. Of course, our cost is based upon freight rates to our line. Some 
lines have a lower freight rate, and some a higher freight rate. The coal produced 
by the Rail and River Company takes a lower rate.

Mr. Duff: It is on that the prices are based.
Sir Henry Thornton: Yes.
Mr. Duff: What I am getting at, Mr. Chairman, is this, whether it is good 

business or not, if this is a valuable coal mine, and the railway can save money 
by using 1.600.000 tons of coal a year from their own mine, why consider sell
ing it?

Sir Henry Thornton: The answer to that is this: as far as our judment 
leads us to believe, the situation to-day and as far as we can see in the future, 
is not likely to be the situation which existed at the time the Grand Trunk ac
quired the mine. In other words, the coal situation has changed, and we believe, 
as far as our judgment dictates, that we can to-day afford to sell that property 
providing we can get our money out of it. I cannot recommend giving it away, 
nor can Ï recommend selling it at an amount materially less than that which 
represents the investment in the property. But again in turn, due to the condi
tion of the coal market in the United States, it is almost impossible to sell any 
mine at any price.

Mr. Hanson : You are quite right.
Mr. Duff: What I am trying to get at is this: if you sold this mine at a 

fair price, for business reasons, you would have to use most of this 1,600,000 
tons, you would have to buy most of this 1,600,000 tons from other United States 
mines.

Sir Henry Thornton: That is true. Our judgment is that the situation is 
such we do not think we are going to suffer any.

Mr. Duff: You are making a profit on what you sell outside.
Sir Henry Thornton: Yes.
Mr. Duff: Thirty cents a ton?
Sir Henry Thornton: Yes, and don’t forget, of course, the sentimental 

reasons which intervene, and must necessarily intervene with respect to state- 
owned property, more so than with a privately owned property. We have been 
criticized for owning and operating a mine in the United States, and there may 
be some sentimental reason for that criticism. My only answer is that we have 
got the mine, and we must make the best we can of it. And if we can rid of it 
at a justifiable price, at a price which will conserve the interests of the property, 
I think we should do so.

Mr. Duff: Because you have been criticized is not a good reason why you 
should sell the mine.

mr Henry I hornton : I do not say that, Mr. Duff. No amount of criticism 
would force the administration of this railway to do a thing which they did not 
honestly believe was to the best interests of Canada, but at the same time, we 
must listen to the zephyrs which blow.

Mr. Euler: Is it more advantageous to keep the mine and raise the coal 
or to sell the mine and buy coal from other mines?



78 SELECT STANDING COMMITTEE

Sir Henry Thornton : Mr. Euler, under present conditions, our judgment 
is, if we can get the money out of that property that has been invested in it, it 
would be better for us to sell the mine, but those were not the conditions which 
existed at the time the mine was bought, which was in 1910 or thereabouts.

Mr. Eller: I suppose a little later on you may get more money for the 
mine?

Sir Henry Thornton: Well, I do not see how we can get any less for it.
Mr. Vaughan: We have one of the best areas in the district.
Mr. Heaps: Is it not true if you buy coal you might be able to obtain some 

traffic that you are not getting now, by virtue of the purchasing of the coal?
Sir Henry Thornton: That is obviously a horse-trading proposition, and 

it is pretty difficult to answer. There is the opportunity for a little poker there; 
that is quite true.

Mr. Gantlet: My objection to the whole thing is this: why should we 
have to spend between three and four hundred thousand dollars in that pro
perty when, as a matter of fact, you could have bought coal any time since "that 
in the open market for less money than you can produce it.

Sir Henry Thornton: Well, the only answer I can make to that, Colonel, 
is this; that we had the property which represented a considerable investment, 
and we felt that in the interests of the proprietor, wo ought to conserve the 
investment, having due regard to reason and the costs to the Canadian 
purchaser.

Mr. Cantley: You have to spend between three and four hundred thousand 
dollars on the property.

Sir Henry Thornton: Was your question based upon this: that since 
1922 we have included three hundred thousand in that property.

Mr. Cantley: Yes. You say you would be able to acquire that much?
Sir Henry Thornton : I do not know off-hand.
Mr. Vaughan: We have to keep our mine modernized, the same as any 

other mine, putting new screens and so forth.
Sir Henry Thornton : The answer to your question is this. We have to 

maintain the property, the same a- any other manufacturing property has to 
be maintained, and this amount comes in the maintenance costs, Colonel.

Mr. Heaps: You could have bought this coal cheaper in the open market 
than what you are producing it at the present time?

Sir Henry Thornton: I do not know.
Mr. Heaps: That is the inference I am getting.
Mr. Vaughan: We have gone into that pretty carefully, and if we shut 

down our mine, the cost of shutting the mine down would amount to considerably 
more than any additional price we pay for the coal to-dav.

Sir Henry Thornton : I think the whole meat of the argument is this, 
that we have the property, which is a certain investment, and we have to try 
to conserve that investment.

Mr. McGibbon : What is the average price you pay for the coal you buy 
in the United States?

Mr. Vaughan: Last year nearly all the coal we bought came from our own 
mine, and the average cost was $1.26, our average cost at the Rail and River 
Coal mine last month was $1.07 to the railway, indicating that the cost was 
going down. The cost is also going down, I understand, this year.

Mr. Duff: Down to $1.10.
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Sir Henry Thornton : But Mr. Duff remember if you close that mine 
there is involved the expense for maintenance and interest on capital which has 
got to be taken into consideration.

Mr. Duff: You have to buy coal from the United States and if you close 
down that mine you have got to buy 1,600.000 more from outside mines and I 
say keep your mine.

Sir Henry Thornton: I may say in view of the price of coal mining pro
perty at present, my judgment is that under present conditions both as to 
cost of coal and with respect to coal mining property we ought to retain that 
mine. As soon as we can get rid of it under terms and conditions reasonable, I 
think we ought to get rid of it. If anybody came to us and asked us to buy coal 
mining property in the United States we would not look at it, but we have this, 
and we have got to take care of it. If the Grand Trunk Railway Company 
had not owned the mine during the war it would have cost that company many 
millions more for coal and they could not have operated. Up to the war and 
since the end of the war certain conditions existed and you cannot apply the 
same rule prior -to the war and during the war to the conditions as they obtain 
to-day. Mr. Fairweather will now continue.

Mr. Hanson : Before he continues, just before closing yesterday I was 
asking a pretty bald question and you partly answered it—have you anything 
to add to your observation yesterday remedying conditions as far as the falling 
off in revenues is concerned.

Sir Henry Thornton: Of course that is a question that ought to be 
addressed to one of the prophets of Israel. Perhaps Sam Jacobs.

Mr. Hanson: Perhaps it is hard to answer and should not be asked, but 
in view of the alarming condition, and if I can believe what I read in the paper 
yesterday, such as indicated that in the revenues for the first week of June 
there was a falling-off of 25 per cent, which is more alarming than in 1930.

Sir Henry Thornton: I share in your view but the problem is what are 
we going to do.

Mr. Hanson: I want to know if you are still struggling with the question.
Sir Henry Thornton: The trouble is every banker and economist has a 

different remedy from a different point of view and probably no one has the 
right remedy and no one the wrong one, but this may interest you—here is a 
statement made by a well-known economist at a meeting of bankers in New 
\ork on November 4, 1921, and this is what he said, and it may throw light on 
the situation. This economist quoted eight experts as follows:—

“ The farmer will not buy much from the proceeds of this harvest; and, with the price 
declines in process throughout the world, there would seem to be very little prospect of 
any extensive business revival in the near future.”

“ The general prospect is for slow and irregular business for ten years.”
I expect to see a long and slow recovery to general level of sub-normal, slow business.”

... , 1>ri?es advance a little from present levels and then fall once more. Recovery 
will be slow.”

Conditions abroad will continue to affect our business conditions here. It is a con
servative estimate to say that ten years must elapse before we can see genuinely prosperous 
business in this country.”

Husiness will come back to fair, slow operations in three years.”
“ The period of readjustment will be long. It will take at least ten years.”
“ " e must expect a slow return to a basis on which business can be done at a profit 

in about three years.”

That was the prediction made by several economists in 1921, and then the 
economist continued :—

■‘These pessimistic forecasts were made on the 4th of November of the year 1921. At 
that time business was actually improving, although the experts did not know it. Within 
four month"; the gain was so marked that everybody could see it. Within sixteen months
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business was so far above normal that experts became frightened again. To-day, the major 
economic factors are more favourable to a rapid recovery of business than they were in 
1921. It is my sober belief that just as the depressionists of 1921 were routed, so the depres- 
sionists of 1931 are in for a rude awakening.”

That represents the opinion to-day of economists who refer to the situa
tion and draw an analogy with the situation in 1921.

Mr. Cantley: You might as well go to a fortune-teller as go to those 
fellows.

Mr. Gray: In 1921 he did not calculate the Liberal Government was coming 
into power.

The Chairman: I hear it stated that one of the leaders of the Liberal party 
consulted a soothsayer in regard to the question.

Sir Henry Thornton: Your question is a pertinent one but I do not know 
what the answer is. There is no use getting ourselves into a mix-up in trying 
to seek an answer, but frankly I do not know.

The Chairman: Mr. Nicholson is not a member of the committee but as 
he desires to ask some questions we will hear him.

Mr. Nicholson: I just wanted to ask one or two questions. Is it fair to 
assume that the railway cannot be expected to earn a return on the capital 
valuation as set out on the balance sheet of approximately $2.530,000,000? Is 
it fair to assume that the railways cannot under normal conditions be expected 
to earn a return on that sum of money?

Sir Henry Thornton: Do you want me to answer that?
Mr. Nicholson: Yes. I am not asking it in a critical sense, but it is because 

I would like to get the views of the management with regard to what action 
Parliament should take to put the capitalization at a place where the railways 
can be expected to earn a return on the proper investment of property, and the 
question is based on the presumption that the capitalization set forth in the 
balance sheet, an accumulation of years, is not a reasonable capitalization.

Sir Henry Thornton: The answer to that question, I may say, must be 
somewhat prolonged but I will try to make it as short as possible. The answer 
to that question involves a brief statement with reference to the capital system 
of the Canadian National Railways. There is no doubt the capital structure 
of the Canadian National Railway system is that which no private corporation 
could or would regard as sound. That is largely the result of circumstances 
and the exigencies of the past. There is a certain amount of money in our 
capital which has no business to be there. For example, if I recall rightly—and 
I am just speaking from memory—on such a complicated subject it is not 
always easy to give absolutely correct figures.

For example, the Canadian Government requires the capital stock of the 
old Mackenzie and Mann interest, which I think was called then the Canadian 
Northern System, for $10,000,000, and promptly wrote up the capital to $100,- 
000.000 and took it into the books at that figure. In oilier words, there ià 
$90.000,000 pure water and it represents no tangible interest as far as the 
purchase price is concerned and ought to be eliminated. There are a certain 
number of items of that sort but that was the principal one. Then there is the 
question of—

Mr. McGibbon: Did not the government assume obligations in addition to 
that. I remember they gave Mackenzie and Mann $10,000,000. Did they not 
assume certain obligations?

Sir Henry Thornton: They must have inferentially, if not directly assumed 
obligation for bonds and fixed charges, otherwise, the property would have 
gone into the hands of receivers which the government could not contemplate.
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Mr. McGibbon: The government had advanced money.
Sir Henry Thornton: Oh, yes.
Mr. McGibbon: Would not that be the reason of the writing up?
Sir Henry Thornton: I do not think so. As far as the country is con

cerned the fact remains.
Mr. Nicholson: In considering the matter of capitalization I take it for 

granted that the capital stock held by the dominion government, and I have 
only reference to the long term funded debt, the loan by the dominion govern
ment. $004.000.000.

Sir Henry Thornton: That is all relative and important, but if you will 
excuse me I will try to make a connected statement of the situation and it is 
very difficult to continue a connected statement if questions are asked during 
the process of it. Then there is the question, should deficits be capitalized or 
not? They represent money which the Dominion Government advanced to 
the Canadian National Railway, but back of this stands no tangible property 
and there again is the question as to whether this should be capitalized. A 
private company would say no. Sound financing necessitates that the funded 
debt should represent no more than the money that went into the property 
for construction purposes whether it be for the road-bed or equipment.

There you have to decide to what extent and at what figure the total 
capitalization of the Canadian National Railway should be fixed and that 
problem has not been decided by any government since I have been in Canada. 
I certainly feel that the subject is one that merits investigation and study and 
we would be vastly better off, both the government, the railway and the people 
of Canada, if that question were judicially examined and some conclusion 
reached. Did you ask the broad question, can the Canadian National Railway 
be made to pay?

Mr. Nicholson: Not that. Making the railway pay, as I interpret it, 
would be to put the railway in a position to earn operating cost and return on 
reasonable capitalization, having regard to the value of property.

Sir Henry Thornton: The answer to that is, given reasonable business 
conditions in Canada, I say yes, and in support of that statement I say in 
1928 when prosperous conditions existed in Canada the railway earned not only 
fixed charges but $8,000,000 besides.

Now if we could have done that with the capital structure we had, and 
I personally feel, and bankers generally feel, that it is an unsound financial 
structure. If we could do that in 1928 with the return of such times or a 
reasonable approximation of such times, not only could that be done but it 
could be done to a still greater extent because during this period of depression 
we, along with other enterprises, have learned a good many tricks in the way 
of economy and we have been able to materially improve our efficiency and 
adopt things in our system which might have been overlooked otherwise. That 
is the same .with other corporations in view of the condition, but the plain, 
answer is this: Given that capital structure which any committee of sound 
financial men would recommend as fair and reasonable and given a reasonable 
return to prosperous times, the Canadian National system can earn its fixed 
charges and the interest on its funded debt.

Now, if I undertook to say what a reasonable structure would be or what 
the deficits of prosperous times would be I would be talking until the adjourn
ment of parliament.

Mr. Heaps: Can you give the committee the approximate valuation of the 
property to-day?

Sir Henry Thornton: I would not want to answer that offhand.
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Mr. Hanson: The fact of the matter is a set-up was to be considered last 
year by parliament.

Sir Henry Thornton: In the first place, about five years ago we tried to 
find out financially what we had and it took three years to find out what the 
situation was financially with respect to the Canadian National Railway system. 
Nobody has any conception of the involved and in many cases inaccurate 
condition of the books and accounts chiefly because in some cases the accounts 
were not available—previous proprietory companies did not have the informa
tion and we found out there were about 150 different mortgages on the property ; 
they were all of different terms and different rates of interest and different 
periods of maturity. A mortgage would be first on the property for three or 
four hundred miles and become a second and third lien and some were guar
anteed by the Federal Government and some by the provinces, and the task of 
cataloguing all those securities and assessing their value was almost stupendous, 
and when we thought we had come to the end of the road some new mortgage 
would crawl out of the pile of wood that nobody had heard of before. So the 
task of finding out the exact financial structure was almost impossible because 
the proprietory owners had done some queer things with references to the 
finances, and those problems took nearly five years to go over and to find 
out what we had.

At that time we did prepare a scheme which I and the financial officers of 
the company thought sound. It was submitted to three important bankers of 
international reputation and one Canadian banker and they agreed that if that 
structure could be brought into existence it would be an excellent thing for 
Canada as a whole ; but, for one reason or another, the government of the day 
was unable and could not see its way clear to bring it before parliament, and 
at present the depressed state of business and the condition of the company’s 
earnings and the general uncertainty with reference to the future made it diffi
cult for any banker or committee of bankers or anybody else to say what should 
be done.

Mr. Eller: The obligations of the system of course have to be paid, but 
in making a valuation of the road on which your capitalization should be based 
would you say anything more than the appraisal value of the whole system, 
whether any other factors than that should be added?

Sir Henry Thornton : I think the only sound principle to proceed upon 
is the funded debt of the system ought to represent the money that went into 
the property for construction purposes and is represented by tangible assets. 
How much stock we put out does not matter, but" certainly no sound banker 
would say that the funded debt of any institution should be more than that 
which represents the tangible assets.

Mr. McGibbon : As far as the country is concerned, they are not running 
these roads for to-morrow, but for a hundred and fifty years hence. After you 
take reasonable fixed capital structure, instead of wiping the rest of the capital 
away, would it not be better to leave it as common stock of the company?

The Chairman: Yes. You are entirely right and that is my feeling about 
the whole thing—the funded debt is represented by assets and the money 
advanced by the government should be represented by stock which in, say, fifty 
years from to-day may be paying a dividend, and whatever reasonable stock you 
should issue against the Canadian National Railway is likely to earn a profit 
and the country has a right to earn that money back, sometime in the future, 
if there is any way of doing it.

Mr. Euler: You get rid of this matter of figuring up interest and adding 
it to your debt.

Sir Henry Thornton: That is it. Let me give you this statement which 
may be of interest; every new country must have railways for developing pur-
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poses and those railways have to be built in advance of settlement and develop
ment, and there is a certain period in which the railway securities will be in 
default until the country is settled and traffic appears. Of course, if you pro
ceed on any other theory, no railway will be built for development purposes in 
any country. What happened in the United States? After the civil war in 
the United States, west of the Mississippi large number of railways were built 
for development purposes and the plain fact is that since the civil war of the 
United States investors of railways of that country west of the Mississippi have 
lost $3,250,000,000 in attrition of capital. Some of the railways to-day that 
were regarded as prosperous and recognized as fairly sound investments have 
passed through sixteen different receiverships. The Santa Fe and Southern 
Pacific and other railways have passed through numerous receiverships, and 
every time some of the funded debt was cancelled and stock written down and 
capital lost. That happened in the" United States, and whatever our situation 
in Canada, and however much Canada may be subject to criticism in its course 
in respect to transportation, it does not present anything like as bad a picture 
as the United States. When you build development railways in a new' country 
you bet on the future of the country, and we did that and are still betting on 
the future, and it is a good bet, but don’t let us deceive ourselves that we can 
build and expect a railway to pay right from the start; it cannot be done.

Mr. Nicholson: The best information I have been able to get is that Class 
I railways in the United States carry their capital valuation, amounts ranging 
from $90 to $125,000 of their main line and branch tracks, excluding terminals, 
passing tracks, etc., and that the capital valuation of the Canadian Pacific 
Railway excluding ocean and coastal steamships was $70,000 a mile. Would 
it therefore be fair to place the capital valuation of the Canadian National 
Railway at $60,000 per mile? I am assuming the general equipment valuation 
of the Canadian National is reasonable, and I am looking for information that 
the Parliament of Canada could use to put the Canadian National in a proper 
capital position.

Sir Henry Thornton: Just offhand and drawing on my own experience of 
thirty-five years, I think that is not an unreasonable amount—it might be a 
little on the high side but I do not know as I could argue with you about it.

Mr. Nicholson: To put the figure exactly, capital of $60,000 a mile, that 
i- $10,000 a mile less than the C.P.R. and much less than United States railways, 
and that is understood because of the difference in density of traffic, but that 
would place the capital at approximately $1,400,000,000.

Sir Henry Thornton : That is about right. With a long term funded debt 
now $1,168,565,862.63 and with a capital stock all held by the Dominion gov
ernment, meant that it really did not matter whether the capital stock was $100,- 
000,000, $200,000,000 or any other figure.

Mr. Eller: Would your $60,000 exclude the equipment?
Sir Henry Thornton: That includes the value of the property as a going 

concern.
Mr. Nicholson : Exactly.
Sir Henry Thornton: I do not think you are far out of the w'ay. If it 

came down to making a recommendation I would want to go over the figures 
more carefully but just offhand I think you are close to it.

Mr. Duff: I think it is a little low.
Mr. Nicholson: Just one more question and I am through, with regard to 

the question of stock. The Canadian people already own the capital stock of 
the Canadian National Railway amounting to $265,628,338.70 and it makes no 
difference to the Canadian people whether the capital stock is $100,000, or $200,-
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000 or $300,000. When the time comes when the property can earn fixed charges 
on the capital and there is a distribution to be made—

Sir Henry Thornton: If the government owns all the stock it makes no 
difference because the government gets all out of it whether or not the interest 
is paid. Dr. McGibbon referred to that a moment ago, and I say the funded 
debt should represent the money that went into the property as tangible assets, 
and the capital stock represents all the money the government put into the 
property on the theory that some day when the population is 30,000.000 or 
40.000,000 that stock will begin to pay a dividend and the people will be entitled 
to return on that.

Mr. Euler: What is the use of setting a bad example and having the com
mon stock watered.

Sir Henry Thornton: If we make money after paying interest on fixed 
charges the country would get it anyway. It makes no difference whether the 
stock is 1 or 10,000.000 if the government gets all the dividend. But the whole 
point is this: in many enterprises the capital stock does not represent tangible 
assets—it represents that mysterious thing known as good-will or prospects of 
the future or all sorts of things. We know in business capital stock very fre
quently does not represent any tangible assets; it represents hope.

Mr. Heaps: Would it be possible at a future meeting to give the committee 
an approximate idea of the physical value of the railway?

Sir Henry Thornton: I think so; we can give you the best of our judgment, 
but it is not an easy question to answer.

Mr. Heaps: That is all I can expect.
Mr. Power: Can you give the figures you submitted to the government on 

a former occasion?
Sir Henry Thornton: I would like to take to the Minister about that.
Mr. Nicholson: I would like to ask if the capital should represent the 

creation of some tangible asset? I believe there was too much money put into 
that and should not be eliminated to arrive at the proper valuation.

Sir Henry Thornton: Yes, you will have it if it is possible to arrive at it.
Mr. Hanson : I think if we go back to when the railways are absorbed, it 

is clearly set out.
Sir Henry Thornton: I think you and I in principle are in accord.
The Chairman: Before the discussion is closed, I would like to see some of 

the debt the railway owes to the Dominion Government remain on the books 
there, because if the debt is cancelled I see people around here, who, the moment 
the railway would commence to pay, will be asking for reduced freight rates.

Mr. Power: That is a matter of public policy.
The Chairman : Absolutely, and I have let the discussion go on because it 

has been interesting and instructive.
Sir Henry Thornton: In considering the freight rates you would have 

to take in consideration the condition of the Canadian Pacific Railway because 
there is a large investment in that company which the people of Canada do not 
want destroyed.

The Chairman: It is good that we have a railway commission to deal with 
the rates.

Mr. Fairweather: Freight revenue was affected by a decrease in revenue 
per ton mile from 1-120 cents in 1929 to 1-081 cents in 1930, or 3-5 per cent, and 
an increase in the average haul of a ton of freight from—

Mr. Hanson : Did we finish with passenger revenue?
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Mr. F air weather: We have not got to that.
Sir Henry Thornton : That is down below, Mr. Hanson.
Mr. Fairweather: —279-36 miles to 300-66 miles, or 7-6 per cent. The 

average revenue per ton increased from $3.13 to $3.25, or 3-9 per cent. The 
following shows the comparative decrease in freight revenue, tonnage and revenue 
ton miles:—

Decrease
Amount. Per cent

Freight revenue................................................................... $35,944,408 18.0
Freight tonnage................................................................... 13,429,622 21.0
Revenue ton miles............................................................. 2,677,856,077 15.0

There were no important freight rate changes during the year.
Passenger Revenue

The following table indicates the decrease in passenger revenue, passengers 
carried and passenger miles in 1930, as compared with 1929:—

Decrease
Amount Per cent

Passenger revenue.................................................................. $5,588,508 16.9
Passengers carried................................................................ 2,031,060 12.7
Passenger miles ...................................................................... 198,973,393 16.5

The average revenue per passenger decreased from $2.06 in 1929 to $1.97 in 
1930, a decrease of 4-4 per cent, the average revenue per passenger per mile 
decreased from 2-741 cents to 2-728 cents, or 0-5 per cent. The average haul 
decreased from 75-32 miles to 72-03 miles, or 4-4 per cent.

Express, Mail, Telegraph, and Miscellaneous.
Express revenue for 1930 amounted to $11,488,177, a decrease from 1929 of 

$2,043,187, or 15-1 per cent. Revenue from the carriage of mails was $3,085,854 
in 1930, a decrease of $73,809, or 2-3 per cent. Telegraph revenues were 
$5,254,798, a decrease of $867,354, or 14-2 per cent from 1929.

Hon. Mr. Euler: Were these services profitable or otherwise?
Sir Henry Thornton: Which services?
Hon. Mr. Euler: Express.
Sir Henry Thornton: Yes.
Mr. Fraser: Is your express revenue affected to any extent by the carriage 

of parcels by the Post Office?
Sir Henry Thornton: Well, of course, that has been in existence for some 

time. It would not have any comparative effect, I do not believe, in comparing 
1930 with 1929. If it were a new thing, which appeared in 1930, I should say 
yes, it would have an important comparative effect, but seeing it has been in 
operation for some time, I do not think there is so much—

Mr. Fraser: In your opinion, Sir Henry, is the parcel post rate of the Post 
Office one that pays its way, or do you know?

Sir Henry Thornton : No, I do not know ; I cannot answer that off-hand, 
without making an examination. I really do not know.

Mr. Fraser: I understand it does not belong to your department, but I 
thought you might have some information.

Sir Henry Thornton: I do not think I can really answer that.
Hon. Mr. Euler: Do you show a profit after making a payment on fixed 

chargesDo you show a profit after making a payment on fixed charges on your 
equipment, and capital expended in the express business?

Mr. Hanson: We would need a balance sheet to show that; we ought to 
have a balance sheet.
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Sir Henry Thornton: The net operating revenues from express services 
in 1930 were $6,265,000, the operating ratio was 51-2 per cent.

Mr. Hanson : It was very profitable.
Sir Henry Thornton: Very much so, but I should not like that idea to 

become unduly prevalent.
Hon. Mr. Euler: After paying interest on fixed charges?
Mr. Hanson : That is net.
Sir Henry Thornton: After all charges have been paid, including-----
Mr. Hanson: The fact of the matter is, it is a very highly profitable part 

of the business.
Sir Henry Thornton: After a proper adjustment has been made for inter

est on equipment, the net profit to the residue, the net income, is about $290,000.
Mr. Hanson: Of course, you are not giving us very much information, sir.
Sir Henry Thornton: I would like to point out this plain fact, and be 

quite frank with you, the express business is a very profitable business.
Mr. Hanson: You are losing your business.
Sir Henry Thornton: That is quite true, and as I explained it to you 

yesterday, we are trying to get some of it back.
Mr. Hanson: Let me suggest this to you as a constructive suggestion, the 

rates on express matter in this country are too high, and that competition you 
have is going to increase because of your high rates, and that you are going to 
continue to lose revenue on express by reason of the very highness of your 
charges.

Sir Henry Thornton: All I can say—
Mr. Hanson : And speaking of competition, this is a constructive sugges

tion made in the best of good faith.
Sir Henry Thornton: I recognize its very sincerity, and it is made for 

constructive purposes. The only answer I can give to you is, that we do recog
nize that situation and it is under examination.

Mr. Hanson : That is fair enough.
Hon. Mr. Euler : Are these rates subject to the Board of Railway Com

missioners?
Sir Henry Thornton : Yes.
Mr. Hanson : The funny part of it is, every time there is an application to 

decrease your rates, the express companies, believing that offence is the best 
kind of defence, ask for an increase in rates.

Hon. Mr. Euler: Do they get them—they do not get a reduction, any way.
Mr. Hanson : They do not get a reduction.
Sir Henry Thornton : The whole point is-----
The Chairman: It is an interesting and consoling thing to know that the 

railway companies are taking the express matter seriously under their con
sideration.

Mr. Hanson : That is as far as I want to go.
The Chairman: I can say this in respect to passenger rates and passenger 

traffic, in my district the company is operating an electric road there, and they 
allow busses to come in and beat them out of two or three of the very best 
districts, and then they have to go back and buy out these bus companies.

Mr. MoGibbon: They are doing that all over.
The Chairman: They may be doing that in other districts. That is what 

happened to us. The suggestion Mr. Hanson makes may save them something 
in another way.
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Sir Henry Thornton: Maybe.
Mr. Hanson : I do not wish to follow it any further.
Sir Henry Thornton: I think you are quite right, and I appreciate the 

suggestion.
Mr. Kennedy: Do you think you.are getting fair treatment in connection 

with the carriagé of mails throughout Canada?
Sir Henry Thornton: Well, of course, I suppose. strictly speaking, no 

railway would regard fair treatment in anything unless they got 100 per cent 
of the business available.

Mr. Hanson: You mean, as between the different railways?
Sir Henry Thornton: Broadly speaking, the government divides the busi

ness between the two companies on a judicial basis, and it is practically a 50-50 
split. The Canadian Pacific Railway get a revenue of about $326,000 a year 
more than we get, but it is practically a fifty per cent division. We have no 
complaint to make about that although we will always strive, just as the Can
adian Pacific will strive, to get as much as we can.

Mr. Hanson : I think the question was directed to the question of rates. 
It is a matter of negotiation between the government and the company, I under
stand.

Sir Henry Thornton: It is not very much of negotiation. I think the 
government usually says what it is going to pay and that is the end of it. I 
am bound to say the government has always been reasonable.

Mr. Hanson: The reason I asked you is this; in my community I have 
occasion to transmit a good deal of correspondence to Edmundston, the mails 
have always gone on the Canadian Pacific Railway. I mail a letter to-day, and 
it is picked up the next day, and I can get a reply in four days, which is most 
inconvenient to business ; whereas, if it went by the National line, we could 
get rid of a letter to-day, it would go out to-night, get in Edmundston the next 
dav, and be answered that day, and back the next morning. I tried to get a ser
vice established there. The rate that the district superintendent told me he 
would have to pay if the National Railway were to get the business, seemed 
to be astonishingly high to carry mail to Edmundston from Fredericton and 
back.

Mr. Gray: Before we leave this,—I was called from the committee for a 
minute and did not hear what was going on. The drop in telegraph revenue, 
is it partially due to reduction of service?

Sir Henry Thornton: I do not think it is so much due to that as it is to 
the general reduction in general business. When business falls off, particularly 
stock market operations, the telegraph business is similarly affected, and the 
reduction in telegraph business is more or less in keeping with the percentage 
reduction of freight and passengers, and almost everything.

Mr. Hanson: Just one question, please. With regard to the telephone 
business, has the competition of the telephone over a period of years resulted in 
a general decrease of telegraph revenue, or have you followed that up?

Sir Henry Thornton: I should think there must have been a decrease, 
although I have never examined it from that point of view. I have no informa
tion about that. Have you any, Mr. Galloway?

Mr. Galloway: Generally speaking, I should say the telegraph business 
has been able to hold its own, but of late years the Bell Telephone competition 
has been very keen, and is getting keener than ever.

Sir Henry Thornton: In view of the telephonic communication, there is a 
tendency to take the telegraph business away from the railway company. We
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know that; the speed with which long distance calls can be put through, and 
the clarity of communication for long distance in the last three or four years, 
has very materially improved.

Mr. Hanson: No doubt.
Mr. McGibbon : In fact, a good many telegraph offices have been closed.
Mr. Hanson: That will be an increasing factor.
Sir Henry Thornton: Probably it will be.
Mr. Hanson: Well, now, coming back to the revenues from freight and 

passengers. Last year, Sir Henry, you told us that you lost $12.000,000, or in 
1929, on your passenger service, approximately $12,000,000; what was the oper
ating loss for 1930?

Sir Henry Thornton: You asked this question, Mr. Hanson; what was 
the loss on passenger service in 1930. And the answer is, $15,815,368. Nowr, 
that of course, was accentuated by the decrease in passenger traffic, because it 
does not cost a railway any more to haul a train full of passengers than empty. 
Income on passenger travel depends almost entirely upon the degree to which 
the train can be filled.

Hon. Mr. Euler: Do you say that this loss is attributable to the fact that 
you have an unnecessary duplication of service as between the two systems?

Sir Henry Thornton: Well there was—that is true to an extent. Earlier 
this year the Canadian Pacific Railway and ourselves embarked upon an 
examination of the whole passenger mileage situation to see to what extent we 
could, without damage to either system, reduce unrcmunerative service, and to 
some extent competitive service; and the two traffic departments of the respec
tive railways examined that situation very thoroughly, and the result is that we 
reduced, or will have reduced before the year is over, at the rate of—I would put 
it this way—we have reduced our passenger mileage at the rate of approximately 
three million passenger train miles per annum, and the Canadian Pacific made 
a reduction, but not so much, because their mileage was not so great.

Mr. Hanbury: Can you give us what the percentage would be to your 
total?

Sir Henry Thornton : I cannot give you that off the bat, but I can give 
it to you to-morrow.

Mr. Burnap: 12-4 per cent.
Sir Henry Thornton: 12-4 per cent, Mr. Hanbury, rail reduction.
Mr. Hanson; The C.P.R. is comparable?
Hon. Mr. Euler: Do you think that you have arrived at an irreducible 

minimum?
Sir Henry Thornton : I think we have. You always get up against certain 

problems when you want to take off a passenger train ; naturally every com
munity dislikes it, no community wants to—

Hon. Mr. Euler : I am referring to the competitive end of it.
Sir Henry Thornton : Yes, I think we have. For instance, we took off our 

Confederation this year, and the Canadian Pacific have reduced their service. 
I should say, broadly speaking, there is not very much waste to-day in com
petitive service as between the two companies.

Mr. Hanson : Take the service from here to Montreal. W hat reduction has 
there been in the competitive service? The Canadian Pacific Railway have 
taken off one train, so far as I know.

Sir Henry Thornton: Can you answer that, Mr. Burnap?
Mr. Burnap: I cannot, off-hand. I can check that up. We checked up 

with the Canadian Pacific, and both reduced as far as they thought could be—
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Sir Henry Thornton: May I just say to the officers, that they speak 
louder in order that the members and the reporter may get their remarks.

Now, did I answer that or not?
Mr. Hanson: I am speaking of the competitive services to Montreal and 

Ottawa. So far as I can find out, there has just been one train taken off, and 
that is the Canadian Pacific train to Montreal in the morning, and the train on 
Saturday. You have not taken off any.

Mr. Bubnap: We have taken off one train, sir.
Mr. Hanson: What train was that?
Mr. Smart: Number 52.
Mr. Hanson: What train is that?
Mr. Smart: The one that left at four something in the afternoon.
Sir Henry Thornton: We each took off a train.
Hon. Mr. Euler: How many trains are there between Ottawa and 

Montreal?
Sir Henry Thornton: I cannot give you that off-hand.
The Chairman: Yesterday a gentleman came to see me from Montreal, 

and he told me that there were only three passengers on the chair car that he 
came on. That does not look like a very profitable proceeding.

Mr. Burnap: As a matter of fact, at the present time we have three local 
trains between Montreal and Ottawa, and one through train, that is, the 
Montreal to Vancouver train that runs over the same track.

Mr. Hanson: Four each way.
Mr. Bubnap: Four each way.
Mr. Hanson: How many on the Canadian Pacific Railway?
Mr. Bubnap: I think they have seven.
Sir Henry Thobnton: May we go on, Mr. Chairman?
Mr. Fairweather: Railway operating expenses—
Mr. McGibbon: May I ask a question there, Sir Henry. Looking at your 

report, I see your operating expenses have decreased about .$26,000,000, and 
loooking at the details over here, I find there is a difference in maintenance of 
eight and a half millions, maintenance, equipment, six and a half millions, and so 
on. The point I want to make is this; is most of this practically automatic. 
For instance, if you do not run a train you do not burn coal, you do not use 
oil, you do not pay wages, and your equipment' is not worn out to the same 
extent.

Sir Henry Thornton: Undoubtedly a percentage is automatic. It is very 
difficult for anyone to say just what the effect of competition on any traffic is, 
in percentage.

Mr. McGibbon: Going over it, it struck me that about twenty millions out 
of that twenty-six millions were automatic.

Sir Henry Thornton: I should think a certain amount of that was 
automatic. I can only say in answer to that, this, as I undertook to explain 
at the previous meetings, we ration our xepenses so far as they are controllable, 
month by month. I think I explained to you that there was a meeting of each 
region about.the 25th of each month,and at that meeting, all spending depart
ments are represented, with the general manager of the region as chairman of 
the meeting. An estimate is made of the probable gross revenue of that region 
for the following month, and having regard to the probable gross revenue, and 
effort is made to allocate the expenses to those different primary accounts, with 
regard to that gross revenue. Transportation expenses are to a considerable
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extent uncontrollable. That is, there are certain expenditures from which there 
can be no escape. For example, if a station is open, you must have a station 
agent ; if business is good, you may have two or three clerks, but if business is 
bad, you naturally reduce the station force, but you cannot get below the agent. 
To a certain extent, the same thing is likewise applicable to your maintenance 
work. You cannot reduce the section gang, you must always have a section 
foreman, and enough men to maintain the safety of traffic, and take care of 
emergencies. You must, for instance, hare enough men in a section gang, if a 
broken rail is found, to be able to renew that rail and replace it. So that, you 
get to a certain irreducible minimum. At these monthly meeetings, an effort is 
made by the officers themselves in charge of their respective departments to 
reduce their expenses, having due regard to the maintenance of the property and 
safety of service, to keep those expenses at a minimum. Each year we are find
ing newer avenues for economies, for economical reduction of expenses. That is 
going on continuously.

Mr. McGibbon: What 1 had in mind, Sir Henry, was this. Outside of this 
automatic decrease in business, there was not very much of a decrease, probably 
about six millions dollars throughout the whole system.

Sir Henry Thornton: I do not know whether we can get it or not. Mr. 
Fairweather is the Director of the Bureau of Economics, and one of his func
tions is to study those statistics, and keep in touch with them, may be able to 
give you some information on that. Perhaps he can give him a better state
ment on this point than I can myself, although I am in touch with it. At the 
>ame time, it is quite impossible for me to keep in my mind all of the innumer
able number of tilings and figures which develop on the railway. Perhaps, Mr. 
Fairweather, you can make a statement which would throw some light upon 
the situation.

Mr. Fairweather: Well, I may say to that, the analysis of operations of a 
railway company, for the purpose of telling whether or not the management has 
efficiently operated that property is, of course, a highly technical problem. It 
involves a close study of the detail of the accounts representing the expenditures 
made, and what was obtained for that expenditure. It is a subject which has 
engaged the attention of technicians in railway matters now for some ten years, 
and it is basicly dependent upon the conception of the railway as a manufactur
ing concern; that is, that the railway is producing transportation. Just as in 
the case of any other manufacturing concern the expenses will be found, upon 
analysis, divisible into those which are independent of use, and those which are 
dependent upon use, and the determination of the basic principles underlying 
that division is a long and complicated study. I may say that at the present 
time the American Railway Engineering Association has a committee that is 
charged with carrying on that work, and I happen to be a member of that com
mittee. We in the Canadian National Railway have been analyzing our ac
counts year by year in accordance with a formula representing the best known 
accounting practices, with regard to railways. I may say here that without ex
ception, the inherent efficiency of the management of the Canadian National 
Railway has increased each year from 1923 on. There has not been a year in 
which there has been a retrograde step in the inherent index of management 
efficiency. That is true, although it may seem strange, even in the year 1930, 
in the face of the depression, the inherent index of management efficiency went 
up. The reason that the Canadian National Railway, in common with all rail
ways, suffered such a drop in their net revenue, was not due to inefficient man
agement, it was simply due to the fact that the operating expenses of a railway 
—I will speak roughly—are divisible 33 per cent or 35 per cent fixed, and about 
05 per cent controllable.

Mr. Hanbury: Without interest on capital?
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Mr. Fairweather: Purely operating account, and, of course, these percent
ages are charged on even,' individual account, and the percentages adopted for 
each individual account have been determined by the concensus of opinion of 
the be-t technicians of the United States railways and ourselves.

Mr. McGibbox: I am afraid you did not get my point. Out of this $26.- 
000.000 decrease in operating expenses, it seems to me that about $20,000,000 
of it is automatic, and not very much more than $6,000,000 of a decrease other
wise in the whole system.

Mr. Fairweather: Well, sir, in answer to that, I might say I would ask 
for a definition of what you mean by “automatic”.

Mp.. McGibbox: I am just talcing your statement. For instance, mainten
ance of way, there is a drop there of $8,600,000, perhaps no doubt due to the 
decreased traffic.

Mr. Fairweather: But the management had to step in and make that de
crease, the management had to see to it that those materials were not applied, 
the management had to see that the staff wag reduced when the traffic «fell off, 
and it is in the application of the management that you get this apparent auto
matic reduction.

Mr. McGibbox: Well, in part.
Mr. Hanson: Mr. McGibbon is saying that the $20,000,000 decrease is due 

to the falling off in traffic, and that there has not been a decrease in the other 
elements.

Mr. Fairweather: There has, sir, there has been an increase in the effi
ciency of operation.

Mr. Han bury: How does the ratio compare with other years?
Sir Henry Thornton: I think this whole question may be a little pro

longed, but it is perhaps interesting. Mr. Fairweather, whose functions are the 
study of all things of that sort, can give you a better statement of the whole 
situation than I can. Will you just go ahead now, Mr. Fairweather.

Mr. Fairweather: Well, continuing in the general discussion, not only do 
we compare the operating efficiency of our own railway with ourselves in dif
ferent periods to see whether we are doing better or doing worse, but we also 
compare our operating efficiency with other railways to see whether we are keep
ing pace with those other railways, and as I say, these analyses are technical, 
but when you do make an adjustment- for the main factors, and analyze the com
parison, that is, the density of traffic which affects the division of the expenses 
as between overhead and those expenses which are the direct expenses propor
tioned to traffic, I say when you make that comparison, and compare the abso
lute operating efficiency index of the Canadian National Railways with other 
railways, you find this, that as compared with Class I railways of the United 
."'tates our absolute index of operating efficiency stands four per cent higher than 
that of the United States roads.

Sir Henry Thornton: Have you figures to support that statement?
Mr. Fairweather: Well, I have here, class 1 roads of the United States 

have a density measured in traffic units 2-07 times as great as that of the 
Canadian National. Their apparent efficiency of operation if adjusted to the 
difference in traffic density, would indicate that they were operating 20 per 
cent more efficiently than the Canadian National, but when you adjust that 
index to traffic density, you find that the Canadian National Railways are 
operating slightly more efficiently than the average class 1 road.

Sir Henry Thornton: May I just interrupt Mr. Fairweather to say that 
you mu«t keep in mind, in the examination of statistical information, furnished 
to any railway, particularly the matter of expenses, that it is based largely on
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the foundation of traffic density. That is to say, the greater the traffic density 
automatically the more efficient the operation becomes, and applying that to 
our railway, we have a very low traffic density, because our railway is a 
development railway, it was built in advance of settlement, and for the purpose 
of attracting and developing settlement, so that in any comparison that is 
made, you must, j^ke into consideration traffic density. Take for instance the 
London & Northeastern Railway in England. That railway has a main line mile
age of approximately 6,000 miles. The mileage of the Canadian National Rail
way is something like 22.000 miles. The gross revenues of the two companies 
are precisely the same, or nearly the same. In other words, on one railway 
you have the same gross revenue concentrated in 6,000 miles, and on the other 
railway, you have the same gross revenue distributed over 22.000 miles, or 
more than three times the mileage; so that you will easily see that one of the 
large factors which enters into the consideration of any railway problem is, what 
is the traffic density on that particular railway? and allowance has always 
to be made for it.

Mr.' Fairweather: To further illustrate the point—
I would further illustrate the point by taking the general account of main

tenance of way and structure. There you find that Class 1 roads are appar
ently 30 per cent better than the Canadian National Railway. When you 
correct for the traffic density, you find the Canadian National Railway is just 
as efficient, the reason being about two-thirds of the maintenance of way and 
structure expenses are independent of traffic, and on a light traffic line your unit 
cost of maintenance of way and structuure must of necessity be high in spite 
of efficient management.

Take transportation account which is an important item, that is affected, 
but to a lesser degree by the density of traffic. When you give us the advan
tage of having more tonnage to move you find we are operating ten per cent 
better on transportation than Class 1 roads.

Mr. McGibbon: On page 7, take the employees compensation, 1930 anil 
1929 the decrease in maintenance of way and structures is three and a half 
millions and in maintenance of equipment a decrease of two and a half million— 
and transportation seven million. Those are practically all automatic decreases, 
are they not?

Sir Henry Thornton: In a sense, yes, although here is where the manage
ment intervenes. I do not mean to say this management, but I am speaking 
about railways in general. For instance, you have a falling off in traffic. 
Now, the management has got to say from its experience the standard of main
tenance which the character of traffic demands on different parts of the rail
way system. For example, the standard of maintenance necessarily between 
Montreal and Toronto would be a much higher standard than that which might 
he necessary on some of the western lines and the management has to draw on 
its business management to say, having regard for the circumstances which 
surround each individual part of the railway what that standard must be, and 
unless that intervention is made and unless the management exercises its intel
ligence in respect to things of that kind, then no reduction becomes possible, or 
you might find yourself in the position of maintaining one line at a higher 
standard of maintenance than the condition of traffic demands.

It is quite true what Mr. McGibbon has said that a large proportion of 
reduction of expenses is automatic, but unless the management takes advantage 
and directs and guides the distribution of expenses, besides the character of 
maintenance and a great many problems, no saving will be made.

Mr. Hanson : I think we agree in theory on that, but that is not the prac
tice, let us get down to brass tacks. On page 4 you show a decrease on railway
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operating revenue of something over $46,000,000, and on page 6 at the foot, you 
show only a decrease of $26,000,000.

Sir Henry Thornton: Yes, that is right—there is a difference.
Mr. Hanson: They have not kept pace one with the other, and Dr. 

McOibbon suggests of the $26,000,000, $20,000,000 is automatic, leaving $6,000.- 
000 for all the other things. In view of the alarming situation I do not want 
to lay too much stress on it, but I am alarmed and a great many members are 
alarmed, at the situation and we should not be classed as enemies of the road 
because we are alarmed, but how are we to meet the situation? And arc we 
meeting losses in revenue and decreases in revenue by a corresponding decrease 
in railway operating expenses—I fear we are not.

Sir Henry Thornton: In answer to that I may say the management shares 
your alarm and entirely shares your anxiety, and certainly the object of the 
railway and administration is to present as large an amount of net earnings 
as possible. There can be no other object, because to pursue any other course 
would be simply stupid. Ever)' day and every week the vice presidents and 
myself are meeting to see what new methods of real economy can be introduced 
and in developing those methods and bringing them into effect we must neces
sarily draw on such technical experience as we have. We must, for instance, 
decide how far road maintenance may go without accumulating a bill for 
deferred maintenance which might be in the last analysis much more expensive.

Mr. McGibbon: Or impair efficiency?
Sir Henry Thornton: Yes. We must have certain character and frequency 

of service to the best of our ability and decide the degree to which the frequency 
of service can be reduced, without retarding the development of the commun
ities we serve. In our transportation expenses, in administering those we have 
to see to what extent we can consolidate divisions and general superintendents 
and to what extent eliminate our movement of trains and all the other thou
sand and one things that enter into the operation of a railway. And all I can 
say is the vice presidents and myself are thoroughly seized of the seriousness 
of this situation and do everything which our intelligence tells us to do towards 
reducing expenses. We want in your own interest, if for no other purpose to 
make the net earnings as big as possible because the bigger they are the better 
for the country. We have no interest as an executor in maintaining a higher 
order of efficiency which is not justified. We would not last five minutes were 
we to do so, and please remember that the railway business is a profession—it 
has its ethics and principles. The reputation of a railway officer is exactly like 
the reputation of a lawyer or doctor. If he has a good reputation he will suc
ceed. and if he forfeits that reputation he will not. So looking at it from a 
selfish point of view the officers—and I venture to include myself—have no 
other object than to try to operate the railway as economically and intelligently 
as our experience will enable us to do.

Mr. Hanson: I welcome that declaration. As far as I am concerned I am 
not going to pursue the question any further. Sir Henry Thornton says he is 
seized of the situation and we must leave the thing for you, Sir Henry, to work 
out and we rely on your methods.

Sir Henry Thornton: There are very few nights I do not take a bundle 
of reports and worry over them until morning and wonder how the devil can 
we save more money. And I have spent a good many sleepless nights, and Mr. 
Hungerford has also, to try to find a way to reduce expenses. Remember we 
have a personal pride in this railway system—we have built up a certain repu
tation, and I think we have earned a certain confidence in the public mind and
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we do not want to forfeit that confidence. We do not want to make a mistake 
any more than a doctor at an operation. We want to say to the people of Can
ada we have done the best we could and to say to them if they can show any 
better way, we want your advice.

Mr. Hanson : As a layman we could not be expected to do that, but having 
had the principle accepted, I say it is up to you to carry it out and the people 
of Canada are expecting you to respond, individually and collectively.

Sir Henry Thornton: That is a fair statement and we welcome that state
ment and will do our level best.

The Committee adjourned until Tuesday, June 16, at 11 o’clock.
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MINUTES OF PROCEEDINGS

Tuesday, 16th June, 1931.

The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government, met at 11 a.m. Hon. Mr. Chaplin, the 
Chairman, presided.

Members present: Messrs. Bell (St. Antoine), Bothwell, Cantley, Chaplin, 
Euler, Fiset (Sir Eugene), Fraser (Cariboo), Gray, Hanson (York-Sunbury), 
Heaps, Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), Manion, 
Rogers, Stewart (Lethbridge).

Sir Henry Thornton supplied answers to questions asked at the last meet
ing respecting:—

(1) Amount of grain shipped through Port of Vancouver, 1930.
(2) Balance struck between Canadian grain moving for export through 

American ports and American grain moving for export through Cana
dian ports.

(3) American grain moved through Canadian ports.
Sir Henry Thornton made a statement respecting salaries paid to officials 

of the Canadian National Railways. A protracted discussion followed.
On motion of Mr. Heaps,—
Resolved,—That the question of salaries and emoluments received by the 

officials of the Canadian National Railway system be referred to a sub
committee of five for consideration and report.

The Chairman named the sub-committee, viz., Messrs. Euler, Heaps, 
McGibbon, Hanson and Rogers.

A copy of each of the undernoted documents was distributed to every 
members of the Committee, viz:

1. Canadian National Railways Operating Budget. Minutes of Regional
and Departmental Budget Meetings. March 1931.

2. Canadian National Railways Operating Budget. Headquarters System
Control. March 1931.

3. Canadian National Railways Analysis of Operating Results. April, 1931.
4. Canadian National Railways Operating Statistics Report No. 1. April.

Train Mileage.
5. Canadian National Railways. Estimated Financial Requirements 1931.
6. Canadian National Railways (excluding Grand Trunk Western Railway

and Central \ ermont Railway) 1930 Estimated Financial Require
ments Compared with Actual Requirements Summary.

Sir Henry J hornton addressed the Committee briefly in explanation of 
the contents of documents Nos. 1 and 2, as listed above.

The Committee adjourned until to-morrow, Wednesday, 17th June, at 
11 a.m.

JOHN T. DUN,
Clerk of the Committee.
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MINUTES OF EVIDENCE

House of Commons, Room 231,
Tuesday, June 16, 1931.

The Select Standing Committee on Railways and Shipping met at 11.00 
a.m., Hon. Mr. Chaplin presided.

Mr. Hanson : Mr. Chairman, in the discussion the other day with relation 
to the purchase of the Canadian Northern Railway stock, everybody of course 
knows that $10.000,000 was paid for the stock, and it is carried to the capital 
structure at $100X300,000. Those of us who were not in parliament in 1918 
when that happened would like to have a statement as to just how that was 
done in that way.

Hon. Mr. Manion: That $100,000,000 worth of stock was put to a Board 
of Arbitration, and the Board of Arbitration said it was worth $10,800,000. The 
government paid $10,000,000, so that while it is carried at $100,000,000 in the 
Railway Balance sheet it really cost the government of Canada $10,000,000, and 
that is part of the proposal in regard to refinancing, for example, that $90,000,000 
should be written off. I read the report of the meeting the other day, and Sir 
Henry was not quite right when he said it had been written up, nor was the 
other party right who said it was written down. As a matter of fact, it was 
$100,000,000 for which the government of Canada paid $10.000,000.

Mr. Hanson : It is capital stock of a par value of $100,000,000, and it is 
carried into the capital structure at the issued par value.

Hon. Mr. Manion : Yes, although the government only paid $10,00,000.
Sir Henry Thornton : I was a little careless in making the statement. I 

did not want to make a wrong impression.
There xvere certain questions asked at the last meeting wrhich I take it 

you would like answered first.
Mr. Hanbury asked as to the amount of grain shipped through the port 

of Vancouver for the year 1930. The answer is 64,296,404 bushels.
Mr. Heaps asked what kind of balance is struck between Canadian grain 

that moves for export through American ports and American grain that moves 
for export through Canadian ports. The answer is as follows—and this is, 
incidentally, for the year 1930 which was an abnormal year, a peculiar year, 
and certain allowances must always be made for the exigencies which surround 
the year under discussion; but the answer for 1930 is this:—

Canadian grain moved through American ports during 1930, 72,277,730 
bushels.

Total Canadian grain exported during 1930, 216,670,052 bushels.
Percentage through American ports to total, 33.3 per cent.
American grain moved through Canadian ports during 1930, 19,282,109 

bushels.
Total American grain exported during 1930, 125,065,944 bushels.
Percentage through American ports to total, 15*4 per cent.

I gave a figure at the last meeting which I think would have indicated a 
good deal higher percentage, or a larger volume of American grain through 
Canadian ports than this figure here. This is for the calendar year. The figure 
I gave you was for the crop year, and I am not so sure but that the crop year 
is the better yardstick by which to measure it.

95
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Mr. Heaps: That is for one year which you claim is an abnormal year. 
Would it not be better to have something over a period of years, say four or 
five years?

Sir Henry Thornton : I think it would. I doubt, as a matter of fact, 
that that really gives you very much in the way of information. We know 
what you want. What you want to find out is on the average how much 
American grain goes through Canadian ports and how much Canadian grain 
goes through American ports taken over a period of years, and if you will let 
that stand we can have that by the next committee meeting and, I think, give 
you a more comprehensive statement.

Mr. Hanson asked a question in regard to American grain which moves 
through Canadian ports, how much of it was moved by Canadian railways, or 
in what way, if at all, did the Canadian railways profit by that movement. 
This again, Mr. Hanson, is a calendar year, and a very abnormal year. The 
answer is: Of the American grain which moved through the Canadian ports 
the Canadian National Railway handled 2.468,347 bushels; but that again is 
a figure that is distorted by the abnormalities of the year under consideration.

Mr. Chairman and gentlemen, at one of the previous meetings of this com
mittee certain questions were addressed to me with respect to my own salary 
and the conditions under which my employment exists with respect to the Cana
dian National Railway system, and there was also a reference to the salaries of 
other officers. I would like to make a brief statement with respect to the 
whole situation.

The salary which I am paid personally, and the allowances which are 
made to me on account of what is regarded to be necessitous obligations of my 
position, were determined by an arrangement with the Board of Directors of 
the Canadian National Railways, and approved by that board late in 1929. 
The salary is a contractual obligation existing between myself and the gov
ernment of Canada. The additional allowances received the approval of the 
Board, and were regarded as those allowances which were essential for the 
carrying out of my responsibilities. All of those salaries and allowances were 
duly approved by the Board of Directors, and that part of the allowances which 
are not a contractual obligation between myself and the government of Canada 
were within the knowledge of the late government and had the approval of 
that government.

Since the officers of the Canadian National Railways and myself have 
been associated in the administration of this property, we have endeavoured 
to carry out our responsibilities with fidelity and with honesty and, we hope, 
with intelligence. The results speak for themselves, and each member of this 
committee can draw his own conclusions.

With respect to the rate of pay which I received, and the other allowances, 
I can only say that they are in keeping with what is generally paid for such 
services on the North American continent, and in some instances, are materially 
less. There has been no deviation, or alteration or change of any sort in my 
salary, my allowances, or my condition of services lince 1929, or when the last 
arrangement was concluded with the Board of Directors of the Canadian 
National Railways and the government of Canada. The present situation is 
just what it was at that time.

I have nothing more to say upon the subject, because I feel that any 
further action which should be taken should be left to this committee. I can 
only give you the statement as to how my terms of service were arranged, 
anti give you the assurance that it was approved by the Board of Directors, 
was within the knowledge and approval of the late government, that there has 
been no alteration since that time, and that it is in accord with the general 
rate of pay for such services elsewhere.
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With that statement, gentlemen, I leave the matter in the hands of the 
committee to decide what action you wish to take.

Mr. Bell (St. Antoine) : May I ask you this question, Sir Henry: has ' 
your salary and the salaries of the other officers been brought to the attention 
of the new Board of Directors?

Sir Henry Thornton : I do not think they have been specifically brought 
to the attention of the present board. The salaries of officers are generally 
supposed to be tacitly contractual obligations unless there is thought to be some 
reason for change on the part of the individual who is the superior of the 
officer in question, or the Board of Directors itself. There has never been a 
specific discussion of officers salaries in general with the present Board of 
Directors. And I might say, as I have said before, that all of these salaries 
are matters of Board action and must have the approval of the Board. The 
officers of the railway company may alter salaries less than $9,000 per annum. 
Over that any alteration in salary must be submitted to the Board 'of Directors, 
and cannot be effective until it has the approval of the Board of Directors. 
So that practically speaking, in fact definitely speaking, all salaries are subject, 
first, to the approval of the Board of Directors, and they remain as fixed 
by the Board until altered by the Board.

Mr. Heaps: How often does the Board meet?
Sir Henry Thornton: Once a month. There is an executive committee 

which meets usually once a week. At rare intervals sometimes when there is 
not much business an executive committee will be passed ; but for all intents 
and purposes you can say that the executive committee meets once a week. 
That executive committee has all of the power of the Board. That is to say, 
that the executive committee takes action with respect to a certain matter 
and, in the judgment of the executive committee, the matter is urgent, it is so 
marked and then by the by-laws of the company it becomes the action of the 
Board. The minutes of the executive committee are sent to each member of 
the Board to examine them, and sometimes there is a discussion at the next 
meeting of the Board.

Mr. Heaps: How is this executive committee appointed?
Sir Henry Thornton: It was really appointed by informal consultation 

between myself and the members of the Board and, of course, the Minister 
of Railways as representing the proprietor. I can tell you who the members 
of the executive committee are.

Mr. Hanson : I suppose it is set up by by-law.
Sir Henry Thornton : Oh, yes, it is set up by by-law. Technically it is 

appointed by the Chairman, but practically speaking it is the result of just a 
general informal discussion to find out just what is the most appropriate 
thing to do. At the moment, it consists of Mr. Labell, our director in Montreal, 
Mr. Morrow, our director from Toronto, Mr. Boyce, Mr. Moore, Mr. Smart, 
representing the government, as deputy minister, and Mr. Morrow, our director 
from Quebec, and myself, together with Mr. Ruel, the legal Vice-President.

Mr. McGibbon : Sir Henry, I brought this matter up, and I wish to predi
cate my remarks with this statement: I do not intend to say what you or any 
of your officers are worth. You may be worth a great deal more than you are 
getting. I do think, however, that whatever it is it should be" specified in the 
contract with the government. That contract is for $75,000 plus a reasonable 
amount for expenses.

Now, if nobody else will tell you I am going to take the liberty of saying 
that the popular opinion is you are drawing over $150,000.

Sir Henry Thornton: I wish it were true.
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Mr. McGibbon : Well, I am just telling you what the public at large are 
talking about, and that you are living in a house for which you are charging 
$20,000 a year, in addition to your salary, and that public money is being paid 
out, at least railway money on behalf of yourself and directors, all of which 
should come out of their own private pockets ; that is rank extravagance in 
the way of salaries all the way down from the top to the bottom, and that men 
are being retired at ridiculous retiring allowances, and that previous to their 
retirement their salaries had been boosted so that they could retire at around 
$8,000 or $10,000 a year.

I am not going to take the time here to go into all the things. I have put 
a number of questions on paper there which will bring out the information that 
I am seeking, but I think it is in the interests of the public that they should be 
answered, because they are talking about it every place, in other words, that the 
National Railways is a fertile field for graft, to use a common expression. I 
am not saying these things are true, but it is being said all over the country, 
and I do say it is in the interests of the National Railways and it is in the 
interest of the public to have this matter cleared up. I do not for a minute 
say this is true, but I have heard it said that your personal expense account 
has run over $100,000 a year. Personally I do not believe that. I do not mind 
telling you that the public are saying that.

We cannot conduct an enterprise of this kind under suspicion. I think I 
am safe in saying that, and I think if a frank statement were made to the 
committee it would be in the best interests of all concerned. We all recognize 
that the job is a big job and we are not antagonistic to the success of the 
National Railways. It is twelve years since we took the railways over, and I 
know something of the controversy that took place at that time in regard to 
keeping the railway. As I stated here before negotiations were entered into at 
that time to sell the stock of the Canadian Northern to the C.P.R. That was 
stopped by the government of the day, and being interested as we all are in 
the welfare of the National Railways, and in the interests of the good name of 
the government, and in the country at large, a frank statement should be made, 
and those questions that arc on the order paper should be answered. They can 
be answered confidentially as far as I am concerned ; but the statement should 
be a clear one. Everybody seems to be afraid to say anything about it, but 
I have taken the liberty, in your presence, sir, to say those things. I have 
nothing against you or against any of the Board of Directors or the railways; 
but we are interested in this company, and we are interested in its success.

Sir Henry Thornton: I might say if you will permit me, Mr. Chairman, 
just this one thing: the officers of this company and myself have only one form 
of capital, and that is our reputations as railway officers. I venture the state
ment that none of us are rich men. Not very often are faithful officers of a 
railway office men of opulence. The only thing that we have to sell is our 
skill and our intelligence, whatever it may be, and our reputations. Certainly 
in the maintenance of those reputations, and in the maintenance of our repu
tations in the professional world, we would have no desire to pursue a course 
which could only be a stupid course, that is, the course of dealing with salaries 
of officers and subordinates in any other fashion than that which sound business 
judgment and a recognition of service and ability would indicate.

The whole question, as I have tried to explain to the committee, was one 
which rests in the hands of the directors. The Board of Directors represents 
intelligent business men. There are many operations of a railway which must 
be left to a Board of Directors, and this is one of the things that has been so 
regarded in the past.

Hon. Mr. Euler: Mr. Chairman, perhaps it is unfortunate that a debate 
of this particular form should go on. Dr. McGibbon and I are very good
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friends, at least I think we are, and I for one regret that we should use a phase 
such as “ a fertile field for graft.” I have heard a few little more or less 
unimportant rumours, that possibly some of the executives are being paid higher 
salaries than should be paid. I have never at any time heard anybody say that 
the conduct of the National Railways provides a fertile field for graft, and 
I for one do not think that that is the general sentiment throughout the country, 
and I think that I should say that. It is a statement that if—

Mr. McGibbon: If those questions are answered it will clear the air.
Hon. Mr. Euler: That is not so. It can only do one thing and that is to 

hurt the National Railways. I said the other day in the House that I had 
absolutely no defence to make if it can be proven that there is gross extrava
gance in the management of the railways. It has, so far, not been proven, and 
surely it cannot be for the benefit of the public to make statements which will 
destroy confidence in the officers of the company. I really think that that 
particular expression in itself ought to be withdrawn. It can only do harm and 
I do not believe it is true.

Mr. McGibbon: Mr. Chairman, I do not mind withdrawing it. I think 
I made myself pretty plain. I am only repeating what everybody is saying. 
I asked the question a while ago that the railway company or the executive 
refused to answer, I think unwisely. That has done more to create suspicion 
throughout the country than anything else, because if the answers were not in 
accord with the agreements with the government all they had to do was to say 
so. When they refused to say so the public were justified in assuming that there 
were agreements with regard to salaries which were not being lived up to.

Sir Henry Thornton: If you will pardon me interrupting, I simply stated 
at that time that the Minister was away.

Mr. McGibbon : No the Minister was here, Sir Henry.
Sir Henry Thornton: My recollection is that this question came up when 

the Minister was gone, and it was the decision of the committee that the matter 
should rest until the Minister returned. That is my recollection.

Mr. McGibbon : I know exactly what I am talking about, and it is not 
right. Those questions were asked on the order paper and they wrcre delivered 
by the Minister himself in the House.

The Chairman: Just one at a time, please. Let me make this explanation 
and it will probably clear the air. The matter came up here and I made my 
decision respecting it when the Minister was not here. Previous to that time 
the Minister had those questions in the House. Now, that is where we started 
from.

Mr. Hanson : And it was decided to let the matter stand until he returned.
The Chairman : Some member of the committee said “your decision is 

contrary to the Minister’s decision. The Minister gave a decision in the House 
and you give a different decision here ”, Now, the Minister is here and he can 
make whatever decision he likes. As far as I am concerned I am the Chairman 
of this meeting, and I want you to understand that I am your servant. I am 
in the committee as you want me to do.

Mr. Hanson: Sir Henry said that these answers were given in the absence 
of the Minister. In the first instance they were given by the Minister himself. 
He delivered the answers to the House himself.

Sir Henry Thornton: My recollection was that the matter was discussed 
when the Minister was not here and there was a suggestion made that the matter 
should stand over till the Minister returned. My own feeling was that I did 
not care to take any definite action one way or the other in the matter till the 
Minister did return. I think that was all I said.
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Mr. Bell: I am only expressing my own personal views in this matter; 
hut when I asked Sir Henry with regard to this question, if it had been brought 
to the attention of the new Board of Directors I had a certain specific reason 
in view for so doing. Certainly if we have a responsible government, and the 
new directors are appointed, or have been appointed as we know they have 
been since this new government came into power, I should think that the Board 
of Directors of the Canadian National Railways in matters of this kind should 
be apprized of those questions that are in controversy at the present time first. 
And I would make a motion, if you consider it in order, Mr. Chairman, that 
the questions as submitted by Dr. McGibbon, and also the questions regarding 
the officers of the company which have been referred to in this committee, 
should be submitted to the Board of Directors of the Canadian National Rail
ways, and a copy of those minutes be submitted to the Minister of Railways, 
then if in their judgment this information should be submitted to this com
mittee, why, then, that course should be followed.

The Chairman: Before the motion is put, you all understand how this 
matter came about. I have made a ruling. Now, the first thing, in my judg
ment, that you must do is to get rid of that ruling. That is my opinion about 
the matter. Do not sidestep it by another motion that does not get us anywhere. 
The point is this: I have made a ruling, and if the ruling does not suit you then 
rescind it. It is your meeting not mine.

Mr. Heaps: Will you kindly explain what that ruling is.
Mr. Gray : I raised the question then, Mr. Chairman, Mr. Pouliot had asked 

some questions, and they had been referred as an order for return to the Minister, 
and had not been answered. Mr. sPouliot came into this committee, and I think 
the committee decided that having been placed before parliament therefore this 
committee should not deal with those questions. I raised the point then that 
Dr. McGibbon’s questions—and Mr. Euler immediately followed me—had been 
before parliament and, while through the Minister they would not be answered 
we contended that, therefore, parliament had answered them, and that Dr. 
McGibbon’s questions were exactly in the same position as Mr. Pouliot’s if Mr. 
Pouliot’s were not to be answered, that Dr. McGibbon’s should not be answered 
while Mr. Pouliot’s still were an the order paper. Dr. McGibbon’s had been 
answered by the Minister and, therefore, we were subservient to parliament. I 
think then Mr. Heaps or Mr. Hanson raised the question, that having been before 
the Minister we should leave the matter in abeyance until the Minister returned.

I still contend that they are in the same relative situation as Mr. Pouliot’s, 
that they have been before parliament and parliament has stated the situation.

The Chairman: I have no objection to the way Mr. Gray puts the matter 
before the committee. The stand I took was that Mr. Pouliot’s questions and 
that Dr. McGibbon’s questions were not on all fours, that Mr. Pouliot’s questions 
had been actually answered or were in the way of being answered by parliament 
itself, and that the questions of Dr. McGibbon had not been answered at all, 
and it had been represented during the absence of the Minister that the Minister 
had answered them, whereas as a matter of fact all the Minister had done was 
to submit the questions to the Board, and the answer came back from the 
Board that to answer them was not in the public interest: That was the position 
you took as far as the Minister was concerned, and he was not here. I simply 
made the ruling that in respect of those questions that had reference to current 
business of the company they would not be answered ; but any questions that 
had reference to the previous year’s business would be answered, and in that 
catagory came the question of salaries, and I intimated to the committee that 
inasmuch as the President had an agreement with Parliament in which has 
salary was well known to everyone, it appeared to me to be reasonable that 
any information respecting the salaries of the under officials should be forth
coming.
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That is the position I took. I made the ruling based upon that, and I just 
simply say this, that if that ruling does not suit the meeting you know how to 
change it.

Hon. Mr. Euler: May I say that no one has suggested disobeying a 
ruling of the Chairman. The questions, I take it, were submitted by Dr. 
McGibbon. Now, a suggestion has been made by Mr. Bell that the questions 
be submitted to the Board of Directors of the Railways. Perhaps Dr. 
McGibbon is quite content with that solution.

Mr. McGibbon : I am not.
Hon. Mr. Euler: Well, that is pretty definite. I was just going to say 

this further: While there may have been some—I might use the word— 
suspicion as to the former board that was appointed by the late government 
of which I happened to be a member, I have nothing to say with regard, to 
that; but you have now an entirely newly constituted Board in which I would 
expect the present government at least to have some confidence, and if they 
have that confidence why should not tho*e questions be submitted to them. 
The President has already told us that the question of all these salaries of 
higher officers must be passed upon by the Board. That clearly indicates they 
surely are entirely responsible for the whole scale of salaries, and if there is 
any suspicion that the salaries are too high surely this is a question which, 
suspicion, if you like, should very fairly be presented to that Board of Directors 
for consideration. It seems to me that is a very fair suggestion.

Sir Eugène Fiset: Sir Henry has made the statement here that his own 
salary has been fixed by order in council plus certain emoluments. He has 
also stated that he was given certain other allowances which received the 
approval of the Board of Directors of the Canadian National Railways. He 
has also stated that these allowances, as fixed by the Board of Directors of 
the Canadian National Railways, have been approved by the Privy Council, 
as a matter of fact, or by the government.

Sir Henry Thornton: I did not say that. I said it was within the 
knowledge of the government.

Sir Eugène Fiset: That is exactly what I wanted to know. Then Sir 
Henry said that the fixing of those salaries by the Board of Directors, was 
known, let us say, to the old administration. May I take it that the present 
schedule of salaries that arc being received by Sir Henry Thornton himself and 
by the high officials of the Canadian National Railways have been* submitted 
to the Minister of Railways for his information. I mean the present Minister 
of Railways.

Hon. Mr. Manion: The salaries of the management have never officially 
been before the Minister of Railways or the government. I may say that

(personally I know something of them ; but that is personal. So far as officially 
goes they have never been before the Minister of Railways or the government.

Hon. Mr. Euler: You do not include the salary of the President. That 
is fixed by the government.

Hon. Mr. Manion : That is before the Minister of Railways and before 
the government as it is before you, because it is a public document which was 
passed by order in council I think, in 1928. That, of course, is public property ; 
but the present government has had no discussion at any time dealing with 
the salaries of officers of the railway.

As Sir Henry pointed out, it is absolutely correct that the salaries of himself 
and his officers are largely fixed by the directorate. It is true that originally 
the late government made an arrangement with him at $75,000 a year and— 
Dr. McGibbon expressed it correctly, “legitimate expenses”, some word meaning 
that, I do not know that I should even give the figure, but a figure was decided
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on as legitimate expenses. That is public property because the late government 
passed it by an Order-in-Council. I am informed that there was no necessity 
for that, that generally speaking the directors of the company have control of 
the salaries themselves, and they do not necessarily need to come before the 
government at all.

The only reason, may I say, that such a discussion as this takes place is 
because of the condition financially of the Canadian National Railways. If the 
Canadian National Railways were in a position that it did not require gauran- 
tees of vast amounts or cash assistance from the government of Canada, then I 
should say that the question of salaries would never get before a committee of 
this kind at all, because we would not have anything to do with the estimates 
of the National Railways! They would handle those as a private company 
would handle its estimates; but in view of the conditions that have existed, in 
view of the fact that the government of Canada for the people of Canada has to 
either guarantee or supply immense amounts of money, then naturally I presume 
it is right that the members of parliament should question so far as it is 
ethical to question.

Since I have been brought into the discussion—I did not intend to say this, 
but perhaps I had better make my position clear to the committee—I have read 
the reports of the committee. I might perhaps apologize now to the committee 
for my absence, but it was due to illness in my family that prevented me from 
being here. The committee met all last week in my absence. I was quite 
agreeable to that and I wired the Chairman to that effect. However, I have read 
the reports of the committee, as I say, rather hurriedly I admit; but I have read 
every one of them and the committee, to use a colloquialism passed the buck 
on to me in regard to Sir Henry Thornton’s salary.

I am only a member of this committee just the same as my friend Mr. 
Euler or Mr. Gray or Dr. McGibbon, or any of the other members of the com
mittee. It is true I am minister of railways and in that way I am in closer 
contact with the business of the Canadian National Railways than the other 
members, and possibly have more knowledge of the business of the railway ; but 
having passed the responsibility to me, to use a better term, I am going to pass 
it back to the committee in this way: that so far as getting the details of Sir 
Henry Thornton’s salary are concerned, or the salaries of his officers, this com
mittee will have to decide themselves how it shall get this detail. In other 
words, if necessary it will have to vote on what they get, and I am willing to 
take my position and vote with the rest of them.

So far as Sir Henry Thornton’s salary is concerned, he stated here this 
morning that in addition to the $75,000 and the legitimate expenses which he got 
by agreement with the late government, confirmed by Order-in-Council and 
passed by the late directorate, I understood him to say—1 may be wrong—that 
so far as he remembered the subject of salaries had not been discussed by the 
present directorate. I may be wrong but I understood Sir Henry to say that.

Sir Henry Thornton : That is correct.
Hon. Mr. Manion: By the new directorate.
Sir Henry Thornton: The question was never raised at any Board meeting.
Hon. Mr. Manion : So that is perfectly clear. He stated as well that he is 

getting other emoluments, fees, call them what you will; that through an arrange
ment with the late directorate he is given other fees or emoluments in addition 
to what was arranged in agreement with the late government.

Now, as to whether all this should be made public or not, I suppose it is 
more or less up to me to give my personal opinion. And I am not afraid to 
give my personal opinion on the subject, and I am going to give it here. My 
feeling is that so long as the government of Canada for the people of Canada
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have to put up vast amounts of money, or guarantee vast amounts of money, 
and take, therefore, the responsibility of these vast amounts of money—and 
remember that the money advanced at different times for the National Railways 
plus interest and the guarantees of the government of Canada for the National 
Railways amounts to more than the whole cost of the war—now, I am saying 
this just because it is a very serious situation, involving the immense amounts 
of money which the government has had to put up, or guarantee, and is, there
fore, responsible for,—it seems to me that it is legitimate to deal with the 
salaries of particularly the higher officers of the company. That is my opinion. 
So far as I am concerned, I can see no harm done to the company by disclosing 
those salaries to the public, and I agree with Dr. McGibbon thus far. I have 
had people come to me—and I will admit quite frankly that the statement was 
absolutely untrue—and say that they understood Sir Henry Thornton was 
getting $300,000 a year. I have had that put to me on two or three different 
occasions. I personally have heard other statements made that were not true 
just as that was not true. I know that is not true; but I have heard statements 
made like that, and because of that I feel that perhaps it might be well to 
clear the air. However, I am only one member of this committee. The only 
reason I express that opinion is because the committee put it up to me and I 
am giving it back to them. I am not going to suggest to the committee what it 
should do. The committee can do as it likes. This committee can either do as 
was suggested by Mr. Gray and Mr. Euler, at least pass it back to the direc
torate, or they can insist on getting the salaries; but they have to decide. I am 
npt going to decide for them. I am a member of the committee and, as I have 
said, in view of the immense amounts of money involved, in view of the 
financial liability of this government which is in power, and of the late govern
ment when it was in power, and any future governments, because this will go 
on for a long time, it is quite right, in my mind, that the members of Parlia
ment in Canada should look into the affairs of the company pretty thoroughly, 
and should not thereby be accused of being enemies of the National Railways. 
I deny absolutely that I am an enemy of the Canadian National Railways. I 
am too good a Canadian to be an enemy of the Canadian National Railways, 
and anybody who is an enemy of the Canadian National Railways is not a 
good Canadian. I do not think a man should be classed as an enemy of the 
Canadian National because he wants to get some detail about the vast amounts 
of money that are being handled. Remember, the National Railways handle 
something between $200,000,000 and $300,000,000 annually, and in 1928, as Sir 
Henry will support, they took in $304,000,000. That was the operating revenue 
in 1928, an immense amount of money. Not only an immense amount of money 
such as that, but the government has either to supply or guarantee vast amounts 
of money, and, therefore, I think that people are quite right in demanding infor
mation of all kinds about the National Railways without being branded as 
unfriendly to that railway. And I certainly resent any imputation that this 
government, or any member of the government, is anything but friendly dis
posed to the Canadian National Railways. My ambition is—and I have 
expressed this to Sir Henry Thornton—that perhaps before this government goes 
out of power the Railway will once again be on a good financial basis. To-day 
it is not, largely due to the depression I admit; but to-day it is not in that 
position. It is in a rather serious position. All railways are, but the National 
Railways particularly a little worse, a good deal worse, perhaps, because of its 
origin and its general make-up, and because of the building of two transcon
tinental railways which should originally have been one. That is, to a large 
extent the truth. I have only tried to make myself clear.

Hon. Mr. Euler: Mr. Chairman, when my good friend the Minister made 
his statement with regard to enemies of the National Railways he was looking 
rather hard at me.
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Hon. Mr. Manion: I like you; that is why I was looking at you.
Hon. Mr. Euler: I know I made a statement in the House the other day 

in which I mentioned something about enemies of the National Railways, and 
I want to assure this committee that I absolutely did not have in my mind any
body so far as the government particularly is concerned. I want to make this 
clear, if I may say so, in this committee, that there have been attacks made, or 
an attack, but we surely do not want to introduce policies into those deliberations, 
but because it has been made by certain members of the party against the 
Canadian National Railways, and if it indicates enemity on the part of the 
government, then I hope it will be made quite clear that it is not the case. The 
Minister made it abundantly clear that certainly he is not and the government 
is not opposed to the railways, and that is a good thing it was said, because the 
National Railways have some enemies, perhaps not in this room; but I think 
it is just as well to make it plain. I have nothing more to say. I think the 
thing that is absolutely at stake, so far as the principle is concerned, is whether 
you want the public at large throughout the whole of Canada to know what the 
salaries of the President and his chief executives are. Personally, I can see some 
reasons where it might not be good for that information to be given out, and I 
am not going to deny that members of Parliament, generally speaking, have a 
right to go and get full information about the conduct of the railways, or any
thing for that matter in which the Dominion’s moneys are invested. I think 
the thing can be carried too far. I do not want to be classed as extravagant, 
but even if some of the salaries are unduly high I do not think that in the 
whole scheme of things in connection with the National Railways, involving 
hundreds of millions of dollars, it amounts to a hill of beans and certainly is 
not worth while in view of the effect it may have throughout the country in 
destroying confidence in the National Railways. We all know that rumours are 
going on throughout the country, most of them false, certainly the one about the 
$300,000 is so grotcsically false that it is hardly worth while considering.

Mr. McGibbon: Are you sure about that.
Hon. Mr. Euler: Yes, I am sure about that.
Mr. McGibbon: What is his salary.
Hon. Mr. Euler : $75,000.
Mr. McGibbon: Is that all?
Hon. Mr. Euler: As far as I know, yes.
Mr. McGibbon : Well, then don’t say if you don’t know.
Hon. Mr. Euler: Don’t say if you don't know either.
Mr. McGibbon: You are making a positive statement.
Hon. Mr. Euler: As far as I know his salary is $75,000. I was a member 

of the government that fixed that salary. I do not know whether other small 
salaries are being paid. Do you know? I deprecate this idea of hearing 
rumours and spreading them around. I heard a gentleman the other day say 
‘ I have heard so and so and I am going to tell it to my constituents, I am 
going to tell it wherever I get an opportunity. ’ I say that is absolutely wrong, 
and I say that anybody who does that is an enemy of public ownership. 
Imagine me if I heard a rumour about you, Mr. Chairman, or about the Minister 
of Railways, or about Dr. McGibbon, going out and spreading it broadcast 
throughout the country. If I print it in a newspaper I would be a proper 
subject for libel. Men that do that are no friends of the National Railways.

Mr. McGibbon: I do not purpose sitting here being lectured by a member 
of this committee. The information that I asked for I had a right to ask for.
I represent 40,000 shareholders of this company, and if the information was not 
true, if what I asked about Sir Henry Thornton’s salary was not true, then all
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the government had to do was to say so, and if it was just as the Order in 
Council said, $75,000, all the government had to was to say $75,000 and that • 
would end it. The fact that they would not say that leads this country rightly 
to assume that he is getting more and, as I say, I do not purpose sitting here 
being lectured by the honourable member from Waterloo. If it is not true 
why don’t they say so now. Here is the place to say so. As a matter of fact, 
everybody knows that it is not true.

Mr. Gray: I wish to thank the Minister for the very frank statement that 
he has given to this committee to-day, and in dealing with this particular 
subject, and having in mind what has been raised this morning and what has 
generally been discussed, I should like to call to the minds of the members of 
the committee the very fair and frank questions placed to Sir Henry Thorn
ton which I take it deal not only with the general conduct of the railway as 
a whole but also the question of salaries from the highest to the lowest officials, 
and questions of economy from the top to the bottom.

Mr. Hanson raised the question as to whether the management, Sir Henry 
Thornton and the Board of Directors were cognizant of the very serious condi
tion in which this railway and the country was at the present time, and Sir 
Henry dealt there and then with that very much at length. It is on the record 
where he stated that the management were cognizant of conditions, and that 
they were dealing at this time with that subject. I take it to mean that they 
are dealing with the matter as a whole, including salaries. I noticed just 
recently where the superintendent of one of the departments of the railway 
had passed away and that that position now remains open, no longer to be filled, 
a question of economy no doubt. To my mind, the question raised by Mr. 
Hanson and the answer given by Sir Henry Thornton should give complete con
fidence to this committee and the country as a whole.

I think that Mr. Bell has raised a very, very fair question here—
Sir Henry Thornton: May I interrupt you just long enough to say that 

I did propose, and will in the course of this meeting—submitting to each member 
of the committee substantial documentary evidence of what steps have been 
taken to control expenses and to deal with the questions to which Mr. Hanson 
referred. It is well enough for me to say that we are cognizant, and you will 
see there tangible evidence that that was a correct statement. I have this 
tangible evidence here which I intend to submit. It is on the table. We intend 
to submit all of those documents to the members of the committee, and while 
t!,e documents will be voluminous, I hope each member of the committee will 
at least in a cursory way examine the documents, because I think on the face 
of them they will carry conviction with respect to the truth of the statement to 
which I have just referred.

Mr. Gray: I thank you, Sir Henry, for those remarks. That is about all, 
therefore, I have to say on the subject, Mr. Chairman, except this; having been 
a member of this committee for a number of years there has always been com
plete harmony and uniformity tvith the procedure of this committee and we have 
been unanimous in all our decisions, and I would like to see—I know all of us 
would like to see that we should go out of this committee unanimous, that we are 
not divided on this subject in any way whatsoever.

Mr. Hanson: Mr. Chairman, if I may be permitted I should like to say 
this to Sir Henry, very frankly that I am delighted he is going to give us in some 
concrete form the evidence of his desire to meet what I think are the wishes of 
the committee, namely, to show us that he is struggling with this stupendous 
composition that lies before him. I had no other object in bringing the matter 
before the committee except to impress upon them that in my mind, at all 
events, the situation is very serious, and to get an expression from the manage
ment that they are seized with the seriousness of the situation and are grappling 
with it.
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May I say further that I thank the Minister of Railways for the unequivocal 
stand which he has taken in respect to this matter. I do not think that it is a 
matter of idle curiosity at all with respect to the question of salaries of execu
tives. As to the legal position, I have no doubt that representing the share
holders of this country we are entitled to the information asked for. Sir Henry’s 
own compensation is a matter of contractual relationship and a public docu
ment, and I am not questioning the amount of Sir Henry Thornton’s salary, 
and I do not think that big business men in this country- or men who are seized 
w ith the importance of big business are questioning it either. I can say this, 
without any undue egotism, that I have had a good deal to do with big business 
in this country and I know something of the salaries that are paid to big execu
tives. I am not saying that Sir Henry Thornton’s salary is too much. But 
while I am on my feet I would like to say this that I believe it would be a better 
iine of policy if the Railways would be frank and tell the country just what 
those salaries are. Those who have been accustomed to dealing with big things 
will say that they are perfectly all right. The man who is dealing with picayune 
things will criticize always.

I would like to say to my friend Dr. McGibbon that I regret that he used 
the phrase he did. I do not quite agree with him. I never heard that the 
National Railways was a fertile field for graft, and I would not like that to 
go on the record. What I think he does mean is that there is a suggestion in 
the minds of the public that there has been a good deal of extravagance in the 
past. Perhaps there probably has been, but I venture to say under the pressure 
of present-day circumstances that that day is passed. I venture to say that 
the very pressure of circumstances will end that sort of thing, if it ever existed, 
and l do not say it has.

With regard to Mr. Bell’s motion, that is a dilatory motion, a sidestepping 
of the situation. Let us vote one way or the other.

Sir Henry Thornton: Mr. Chairman, may I just say this: In so far as 
this whole salary position is concerned, in so far as my own compensation is 
concerned it is not a source of anxiety. What happens to me with respect to 
this railway is of relatively small importance; but what I do have at heart very 
much is the real welfare of the company and what has happened in the past— 
and I will give you one or two instances, if you will bear with me, when the 
salaries of efficient men are made known, the salaries of men who have estab
lished themselves in the railway world as men of outstanding ability in their 
particular line. It sometimes happens that they are immediately approached 
by other companies and an effort is made to get them away from the Canadian 
National Railways. As far as my own salary and allowances are concerned I 
do net care about them. My only reason for objecting to making them known 
was because it carried with it the essential precedent of doing the same thing 
with respect to any other officer in the service of the company.

Within the last two months one of our most valued officers, a man whom 
I considered to be the best man in his line in the whole railway world, was 
offered a post with another company at a higher salary than he is getting with 
us. Well, happily he decided to remain. A year or two ago one of our officers, 
again a man for whom we all had the most respect, and whom we could have 
only replaced with the greatest difficulty was tried to be induced away from us 
by another railway company. In one case it was a private enterprise, not a 
railway company that wanted the services of the first officer to whom I referred. 
In the case of the second officer to whom I referred it was another railway 
company.

Now, in an enterprise of this size there must be certain information which 
it is repugnant to the interests of the railway company itself to be disclosed.
I am not speaking about myself at all. Never mind me. It does not matter
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what happens to me as far as this railway is concerned at all; but what I am 
interested in is in protecting our own officers and in pursuing that course which 
is best in the interests of the railway. So in order to cover that situation this 
whole matter was left to the selected representatives of the government, that is 
to say, the Board of Directors, in the hope that they would deal with the 
thing and deal with it properly, and they have done so up to the present time.

Do not misunderstand the statement that I have made. I am speaking 
about all the officers of this company, and let me say—and I mean this in no 
disrespectful way—it is exceedingly distasteful to me after all the years that 
I have put in with this company and I think that some of you may be agreed 
that I have at least not been lacking in industry but it is exceedingly distaste
ful to stand up here and be put in a position such as this. I would rather not. 
I would rather leave it to the board of directors. I am now simply speaking 
with respect to the officers of the company and not myself.

Mr. Heaps : I would like to say a word. We have been discussing this 
matter now for fully an hour. The morning is almost gone, and it would give 
the appearance that the whole existence of the Canadian National Railways 
practically depended upon the salaries of a few of the higher officials. I have 
no desire to withhold any information which any member of the committee is 
desirous of obtaining. I think once having raised this question here and in 
the House, a statement of some kind will have to be made ultimately otherwise 
our work here will have been of very little value. Supposing a statement is 
given out by an official of the company stating what the official’s salaries are, 
are we in a position to say whether it is a right thing or a wrong thing. The 
only way in which I can form an idea as to whether the salaries being paid 
are sufficient or too much for the character of the work that is being performed 
is by having a comparative statement of salaries being paid for similar 
positions for a similar class of work. We have the statement here this morning 
from Sir Henry that other people are receiving somewhat similar salaries as 
he is receiving. I do not know how that applies to the other officials of the 
company. Sir Henry made the statement that some of the higher officials 
of the company have been induced away from the service of the Canadian 
National Railways by the offer of higher remuneration.

Sir Henry Thornton: I might interrupt you, Mr. Heaps, to say from 
my own knowledge of the wages and salaries paid on other railroads, the 
salaries of all of our officers are in keeping with similar emoluments elsewhere. 
In fact I have been at some pains in the past to enquire from those who know 
what salaries were paid to the Vice-Presidents, the Chief of Motive Power, 
the General Managers, and people of that sort, and naturally I have had to 
do that if I was going to fulfil my own respomûbilities. Most of those salaries 
come before the Board of Directors in the form of recommendations from 
myself as to what they should be. I have got to satisfy myself from inquiry 
as to what the going wage is, what the going salary should be for certain 
responsibilities and for certain positions, and that I have done. I can only 
say that the salaries that our officers receive—and incidentally I might say 
that their responsibilities are of a very difficult and delicate character, having 
i egard to the public ownership of those railways—and I do not want you to 
misunderstand me when I speak of that responsibility of our officers ; but their 
i e-ponsibilities are not lightened because of these public functions, or because 
o: the railway’s public functions, and its public ownership. It requires judg
ment, it requires tact, and it requires a great many things which an officer 
oi a private railway is not called upon to exercise. He goes ahead and does 
what he pleases and he is only responsible to his particular chief. I do not 
complain about that; I have no objection to it. It is the exigencies of the 
situation. But here is just an example: The principal officers and myself were
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here most of last week and will be here most of this week and I do not know 
how many more weeks ; but we are here answering questions, giving the best 
of our intelligence to the questions that have been asked. That is not a 
thing that happens to an officer connected with a private railway. Under
stand, we do not object. We realize it has got to be done; but I do want to 
make clear to this committee that the responsibility on the officers of this 
company is, as I put it, not lightened by its public ownership feature, and 
my own desire is to protect in the interests of the company—I am not talking 
about ray own salary at all. I will come and I will go and it won’t matter 
very much; but it does matter a devil of a lot what happens to this railroad 
as far as the general run of its officers are concerned.

Mr. Heap: I think when we sit lie re as a committee and questions are put 
to the officers of the company we readily realize how much more difficult it is 
to run a publicly owned utility. I am satisfied that had this been a meeting 
of directors or shareholders of a privately owned concern a good deal of the 
information asked for would not be available to the shareholders of that 
corporation. However, there seems to be a general idea that something should 
be said or given out in regard to the salaries of the officials. The whole question 
boils down to this: It has been suggested by Mr. Bell that it should go back 
to the board of directors of the company and should be considered carefully 
there. On the other hand, Dr. McGibbon probably wants some other method, 
and I think it perhaps might be the best thing if this matter were referred to 
say a committee composed of men who are not directly responsible to this 
committee here. I think perhaps it might be proper, Mr. Chairmanz if a small 
committee say of this committee could go into this question and report back at 
some future time. I think it cannot very well be done by questions and cross 
questions, and I would suggest at small committee comprising five members of 
this committee, including the Chairman and the Minister along with three other 
members to be chosen by the Minister himself, I think probably this whole 
question could be considered and dealt with to the satisfaction of all concerned.

I will he glad if Mr. Bell will incorporate that in his motion in place of 
referring this thing back to the Board of Directors.

Mr. Bell: The other day when you gave your ruling one of the reasons you 
gave was that you had attended enough shareholders meetings to know that 
they were entitled to this information. Now, the situation, sir, is this: As we 
all know the shareholders get their information from the Board of Directors. I 
asked Sir Henry Thornton this morning had the new Board of Directors of the 
Canadian National Railways received this information regarding this particular 
matter and he stated that they had not. Dr. Manion, Minister of Railways, tells 
us that he had not in an official way received the information either.

It comes down to this, that we are discussing a question here, first of all, 
that has not been put before the present Board of Directors. Personally, when 
Mr. Hanson says that this is dilatory I cannot for the life of me see where he 
gets the use of that word regarding this motion. I want to know what the 
opinion of the present Board of Directors is regarding the salaries of the 
Canadian National Officials at the present time. The second thing I want to do 
is to discuss the officials’ salaries and to get in an official way what these salaries 
are, and for that reason I am putting the motion before the meeting. I am not 
trying to keep back Dr. McGibbon’s questions. I am trying to get the infor
mation for him, but I think it should come in an official way and it will be 
handed back to the Minister of Railways, and if on the floor of the House we 
want to make a political football of this thing, well, let us all get in.

Hon. Mr. Euler: Just to get the matter clear in ray own mind, is it your 
suggestion, Mr. Bell, that all those questions submitted by Dr. McGibbon be 
submitted to the new Board of Directors?
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Mr. Bell: No. My motion was to this effect that these questions be 
submitted to Sir Henry Thornton who will submit answers to them to the Board 
of Directors and the Board of Directors will in turn make their report and 
give answers to them to the Minister of Railways and then the information 
is open to any member of Parliament who has not the information, to ask for it 
on the floor of the House, or if the Minister prefers, he can give the information.

Mr. Hanson: We are either entitled to the information here or we are not. 
Let us settle the question and get on with something. We are only going 
around in circles.

Mr. Heaps: I move that the question of salaries ami emoluments received 
by the officers of the Canadian National Railways be referred to a sub-com
mittee of this committee comprised of five members.

Hon. Mr. Faler: I «ill second that motion, Mr. Chairman.
The Chairman: I was somewhat in doubt as to whether this committee 

would have the right to appoint a sub-committee; but paragraph 616 of Beau- 
chesne’s Parliamentary Rules and Forms reads as follows:

‘"Although it is not competent to a Committee to divide itself into 
sub-committees, it does not seem to be imcompatible with this principle, 
for a Select Committee to avail itself of the services of its members, 
individually, or in the form of sub-commit-tees, for the doing of many 
things connected with the business of the Committee, which do not 
involve a delegation of authority.”

Would you put that motion of yours in writing so that I can have it? 
The member does not mention any names for this committee.

Mr. Heaps: I will name them if you wish. •
The Chairman: It has been moved by Mr. Heaps and seconded by Mr. 

Euler that the question of salaries and emoluments received by the officials of 
the Canadian National Railways system be referred to a sub-committee of five 
for consideration and report.

Mr. McGibbon: I do not want to be intruding on the committee but I 
want to impress on the committee again that all this controversy is simply 
going to make the public more suspicious, and rightly so. I will just leave it 
at that. It is just a subterfuge.

Mr. Heaps: I very' strongly object, Mr. Chairman, to the use of the term 
“subterfuge”.

The Chairman: I will ask the gentleman to withdraw the word “subter
fuge.” I will submit in its place the word “ circumlocution.” I am not particu
larly in favour of this motion, but at the same time I am your Chairman. There 
is the ruling that I made and I would like you to discard it, get rid of it. How
ever, I am willing to accept this motion and put it to your good judgment. In 
accordance with the motion I would name the following gentlemen to act 
upon the committee;—Mr. Euler, Mr. Hanson, Mr. Heaps. Mr. McGibbon 
and Mr. Rogers.

Mr. Hanson: I think the Chairman and the Minister of Railways ought 
to be on the committee. As far as I am concerned I do not care whether I 
act or not.

The Chairman : Of course, some of you always want to pass the buck 
to someone else, and what gets me is this: that I made a ruling that I thought 
was fair and you have disregarded it by circumlocution.

Mr. Hanson: No, we did not, we just delaved it till the Minister got 
back.

The Chairman: It is moved by Mr. Heaps, seconded by Mr. Euler that 
the question of salaries and emoluments received by the officials of the Cana-
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dian National Railway system be referred to a sub-committee of five for 
consideration and report, and the five who will act on the committee are 
Messrs. Euler, Heaps, McGibbon, Hanson and Rogers.

Hon. Mr. Euler: I have no objection to acting on that committee but 
it looks as though Mr. Heaps and myself were putting ourselves on the com
mittee.

The Chairman : I made it quite clear that Mr. Heaps did not name any
body at all, and inasmuch as the four or five I have named have been the ones 
to shift the burden onto someone else I am going to put upon them the responsi
bility of getting down to work.

Mr. McGibbon: I do not think you should include me, I have not tried to 
sidetrack it.

The Chairman: You have certainly taken an active part in a certain 
position on this. I do not want to cast any aspersions on anyone, and I am 
asking those who have taken part in this to help us get rid of it. I think the 
easiest way would have been to meet the situation right in its face in the first 
place. I tried to do that. What is your pleasure regarding the motion?

Motion carried.
Sir Henry Thornton : Mr. Chairman, following what I said to Mr. Hanson 

a moment ago, I shall ask one of the clerks to distribute the documents which 
accompany what I am about to say. I am sorry these documents are so volumin
ous, but it is quite impossible to present the case conclusively without them.

Now, Mr. Chairman, these documents represent the operating budget for 
the month of March, 1931. I am reading from this larger book here. As I said 
before, I am sorry these documents are so voluminous, but I cannot explain the 
situation to you without giving to you all of the information we have; and might 
I also say to members of the committee that there is naturally, a great deal of 
information here which is relatively confidential, that is, it relates to the inner 
workings of the railway itself; it represents steps which the company’s organiza
tion has taken, which the officers at headquarters, the vice-presidents and my
self have evolved to control expenses.

Taking this larger book, it represents the minutes of the regional and 
departmental budget meetings. As I said before, this is merely for the month 
of march. I might have selected any other month, but this happened to be the 
month that was easily available, and furthermore, the month for which we have 
now the definite final figures.

At each one of our regions, about the 18th of the month, as I explained to 
you before, a meeting is held by the operating officers of the region to discuss 
their budget for the following month. The first meeting happened to be the 
regional meeting of the central region. The officers present were, the general 
manager who presided, the chief engineer, general superintendent, M.P. and Car 
equipment, general superintendent of transportation, regional auditor, general 
storekeeper, assistant freight and traffic manager, general passenger agent, 
assistant to chief engineer, chief travelling accountant, general superintendent, 
district engineer, superintendent of transportation, chief clerk, general superin
tendent, assistant engineer, general superintendent, district engineer, manager of 
electric lines, and the manager of the car ferries. In other words, there were 
present at that meeting, all of the officers of that region who were responsible 
for expenditures. Then, you will see that there follows a discussion. For 
instance, the managers read a statement of revenues and expenses for the month 
of January, 1929, which, compared with the estimate for the same month, re
flected that the revenues lmd been over-estimated to the extent of $438,081 of 
which $363,940 was in freight, $10,735 in passenger, and $42,365 in express. 
Expenses were over-estimated to the extent of $455,026. In other words, that 
meeting started off generally with an examination of the previous months per-
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formances; and then there follows right through—I shall not undertake to read 
it for you, but if you will examine it at your leisure you will see there was dis
cussed freight revenues, passenger revenues, and then we come to the general 
comment and discussion of expenses.

Mr. Hanson : The red figures indicate the deficits over the estimates?
Sir Henry Thornton : They represent decreases.
Mr. Hanson : Decreases?
Sir Henry Thornton: Yes.
Mr. Hanson : All right, that is better.
Sir Henry Thornton : Now, I am not going to attempt to read this whole 

manuscript through. You will find in it the regional meeting of the central 
region, the western region, the Grand Trunk Western, Central Vermont, in fact, 
all our property including express department, telegraph department, hotel 
department, and subsidiary companies. In other words, this document reveals 
that the responsible officers of the company in their respective territories sat 
down and thoroughly and carefully examined first the performances of the pre
ceding month to see to what extent they had over estimated or under estimated 
both revenues and expenses. Every item was discussed in the outmost detail.

Now, at the end of that meeting, officers of that region drew up this 
monthly budget ; that is, the budget for the following month, with their recom
mendations and how much money should be allotted to them. First, how much 
money would accrue in the way of gross revenue, and secondly, what money 
should be allocated for the different items of expenditure. All of those budgets 
are then examined at Montreal, headquarters, by the respective vice-presidents 
and myself, together with the director of statistics, who is specially charged 
with this kind of work, and as a result of that examination, we authorize, 
prior to the first of the month, each region with respect to those expenditures.

Now, I will ask you to take this little book. That book represents a 
synopsis ; it represents the conclusion reached on all that data. In page one 
you find a discussion of the situation—

Effective with the month of January 1931, the budgets have been 
prepared in a manner to more clearly outline the results of the different 
departments and regions comprising the Canadian National Railways.

It outlines the different departments in the regions comprising the railway 
system, and it gives the expenses of the whole system right through.

Mr. Hanson : It is a consolidation of the other?
Sir Henri' Thornton: This little book represents a consolidation of the 

larger one. Then, at page two, you find the budget set forth for the month 
of March. Now, that was the budget which was finally authorized, which the 
regions were authorized to follow after the discussion between the vice-presidents 
and myself, at which we determined wdiat the expenditure should be as nearly 
as we could arrive at it. You will see the first item is the budget for 1931, 
and the actual for 1930.

Mr. Hanson : Of that month?
Sir Henry Thornton: Of that month. In other words, we estimated 

that for the month of March our gross revenue would be $13,606,110 as com
pared with $17,162,982 for the same month last year, and then we allocated 
the expenses, and you will see that the maintenance of way and structures, 
maintenance of equipment, traffic, transportation and so on, until you come 
to the total railway operating expenditure, which was budgeted at $13,265,380 
as compared with $14,885,581 actual in March 1930. That is to say, it repre
sents the amount of money which we authorized the regions to spend as far 
as those expenses were controllable ; and you will be interested, if you will
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look on the last column of that sheet, to find the budget for the month of 
March 1931. That is divided between the Canadian National Express, and 
Canadian National Telegraph, hotels and separately operated properties, and 
finally we get to the last two columns in the sheet which give us the summation 
of the whole system.

Mr. Hanson : It is across over here.
Sir Henry Thornton: The last sheet. That is, for the system, the last 

two columns are the system, made up of these different items which precede it. 
Then, you turn over to the next page.

Mr. Hanson : It is very comprehensive, I should say. The total is
$13,606,110.

Sir Henry Thornton: The principal thing I want you to turn to is 
page 11, at the bottom of the page. If you look at page li you will see how 
closely it is worked out. If you look at the last two columns you will see the 
general heading is ‘•Total-system”, and under that heading you have two 
columns, one called “budget” and the other called “actual.” Now, the first 
column represents the estimate which was made of gross earnings and expendi
tures, and the second column headed “actual” indicates what did actually 
happen. From that you will see in that month the gross revenue for the 
system was estimated at $14,393,767, and the actual result was $14,424,219. 
In other words, we estimated our gross revenue within $25,000 of what actually 
happened.

Then, when you come to the expenses, you will see that we authorized 
$2,223,451 for maintenance of way and structures: the actual expenditure for 
maintenance of way and structure was $2,217,152. In other words, in the latter 
part of February of this year we fixed and authorized the regions to expend a 
total of $2,223,000, speaking in round figures, for maintenance of way and 
structures and they actually spent $2,217,000. That is how close a control we 
have on our expenses. You come to maintenance of equipment. For the main
tenance of equipment we authorized $3,344,947, and $3,363,668 were spent, again 
a very close figure.

Hon. Mr. Euler : Are they held absolutely within your estimate?
Sir Henry Thornton: The regions are held absolutely to these figures.
Hon. Mr. Euler: In this case there is a little more spent than was author

ized.
Sir Henry Thornton: I mean to say this; this amount is given to them, 

they are authorized to spend that much, and they may overreach a few thousand 
in one item and under reach in some other item.

Mr. Hanson: Due to their commitments?
Sir Henry Thornton: Due to exigencies that cannot be entirely foreseen. 

Take transportation expenses, we estimated and authorized $7,106,000, and the 
actual transportation expense was $6,940,000, if you take the last figure, the 
total expenses. I shall not go over every similar item, but take the last figure, 
the total expenses authorized and estimated were $14,032,000, and the actual 
expenses were $13,768,000. Now that tells the whole story of control of expenses, 
and I am going to make a statement that there is no railway on the North 
American continent that has so complete and thoroughly organized a control of 
expenses as the Canadian National Railways. These expenses begin as an 
estimate by the regions, they come to headquarters and are examined and 
adjusted and approved or disapproved or altered, and they finally go to the 
region in the form in which they appear the first of the month, as the author
ized expenditure, and the results I have just read indicate the degree of 
accuracy to which the regions themselves adhere to those estimated and author
ized expenditures.
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Mr. Heaps: There is a reduction of approximately $2,000,000.
Sir Henry Thornton: There is exactly what it shows there. What are 

you speaking of, Mr. Heaps?
Mr. Heaps: The total here for the actual is $13,768,000 for the month, and 

I think for the same month last year—
Sir Henry Thornton: This comparison I have given you is what merely 

happened. It is not a comparison with last year, but comparing the authorized 
budget with what actually did happen for that month.

Mr. Heaps: The actual for last year was $15,718,000.
Sir Henry Thornton: The point I desire to make clearly is, that these 

figures are just given you, and an examination of that whole book reveals the 
control of expenses, and as I say, as a railway officer and having had some 
experience of railway business, that does not exist anywhere that I know of.

Hon. Mr. Euler: Showing that you are not going on in a haphazard way.
Sir Henry Thornton: I am showing this to support the general statement 

which I made to Mr. Hanson, that this matter is carried on—
Sir Eugene Fiset: After these estimates are passed by the regions and are 

submitted to headquarters and finally passed, are they submitted to the board 
of directors before being finally approved?

Sir Henry Thornton: This is in the hands of the executive officers and 
myself. Of course, I give the board an idea of what is going to happen for the 
next month, but the details of those are left in the hands of the officers and 
myself.

Mr. Hanson: I do not see how any board could deal with it, they could 
not possibly deal with it. If you ever sat on a board you would know they 
would not attempt to deal with it.

Sir Henry Thornton: No. Some of the railways in the United States 
have sent their officers to Montreal to find out how we are handling this matter, 
and I offer this whole book with all of the data and figures and machinery 
to show exactly how we handle our expenses, and as definite evidence to this 
committee that the matter is not being handled in a haphazard way nor in an 
extravagant way, and I will go further and say that it represents the most 
scientific and complete control of expenses of any railway system on the North 
American continent, and you can look through it and decide for yourself,—

Mr. Hanson: Now, following this up, you have given this as a consolida
tion—

Sir Henry Thornton: This gives ever)' month, you understand, every 
month this is done.

Mr. Hanson: How is it working out with the results from revenue?
Sir Henry Thornton: Why in the first place—
Mr. Hanson: Are you keeping within the mark?
Sir Henry Thornton: Oh entirely. There is the answer, take that one 

month, and this month is not exceptional, we estimated our gross revenue within 
some $30,000 of what it actually was. We fixed our expenses about $300,000 
less than they actually were. That is the answer. We have control. We not 
only achieve our objective, but we bettered it by about $300,000. That happens 
month after month.

Hon. Dr. Manion: May I put in a word to make the picture complete? 
You cannot control in any way the interest on your capital debt.

Sir Henry Thornton: No.
Hon. Dr. Manion: What I mean to say is this, the deficit in earnings 

which go towards paying the national or public debt is certainly not going
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to be less unless there is a very- miraculous change, I think the public should 
know that.

Sir Henry Thornton: Why certainly. What I am trying to make clear 
is this: I have nothing to say about the national debt, or anything of that 
sort, but I am just trying to make clear to the members of this committee 
that we are sincerely and earnestly trying to increase our earnings. By the 
degree by which we increase our net earnings do we more nearly reach paying 
our fixed charges.

Hon. Dr. Manion : I do not question that at all, I am trying to point out 
to the members of the committee and members of parliament, and I think 
they should know this, that due to the decreased earnings of the Canadian 
National Railways, which are going down at the rate of about five millions a 
month, the Canadian National will be unable to pay the interest to the public, 
and there is going to be a greater inability this year than in the past, by some 
marked extent. I think the members of parliament should know that.

Sir Henry Thornton: That is perfectly true.
Hon. Dr. Manion : I think the whole picture is not complete without 

that part of it being known.
Sir Henry Thornton: That is perfectly true. When you come down 

to the last item on this sheet you will see that our deficit in March before 
interest on Dominion government advances was $4,014,554 as compared with 
$2,392,494 shown in statement No. 1 for March of the year before. But unless 
some organized and effective effort i> made to control expenses, then that deficit 
to which Dr. Manion has referred would be greater. Our only effort is to 
reduce that deficit, and reduce it to the lowest possible figure, and this represents 
the implement which we are employing to accomplish that purpose.

Mr. Heaps: May I ask this question, if I am not asking you something 
that is beyond you to answer at the present time; in view of the statement you 
have just made about the month of March. 1931, could you give us a compari
son of the year 1930, taking the same basis as you have taken this month— 
you say the deficit last year was $29,000,000?

Sir Henry Thornton: About $29,000,000.
Mr. Heaps: How would that work out, approximately, if you can give 

me the figures for the year 1931?
Sir Henry Thornton: Mr. Heaps, of course everybody will understand 

that trying to make an estimate of what is going to happen in these days is 
an almost impossible thing to do. We can estimate from month to month with 
a great degree of accuracy, but I cannot tell you to-day with any degree of 
accuracy what our gross revenues arc going to be say in September or October, 
but I can tell you pretty closely what they are going to be next month.

Mr. Hanson : What Sir Henry is doing, as I understand it, is giving this 
as an exhibit of what they are trying to do to meet the situation, and I think 
we ought to accept it in that spirit.

Hon. Dr. Manion: So I will not be misunderstood, and the members of 
parliament should have a complete picture, I am not questioning anything that 
Sir Henry said in the least, but I was just calling the attention of the members 
of parliament who have to guarantee money advanced to the railway, that 
unless something miraculous happens, the deficit, instead of being $29,000.000 
will be very much more than $29.000.000, I do not know how much more, but 
it will be considerably more than $29,000,000 unless something almost miracu
lous happens.

Sir Henry Thornton : Without question.
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Mr. Hanson: That is what caused the enquiry on my part; I was asking 
the management to show how they are going to meet the situation, and this is 
Sir Henry’s answer.

Sir Henry Thornton: This is showing you, of course, the whole thing 
has to start with control of expenses.

Hon. Mr. Euler : I take it what you are trying to say here is that the 
actual expenses are within your budget, but the vital thing, in my mind, is 
whether that budgeting is done properly.

Hon. Df. Manion : Might I interject a remark here. The very next part 
of the budget is deficit for interest, and they have allowed thirty million dollars 
for that.

Hon. Mr. Euler: That is uncontrollable. The other part of the budget 
is in regard to the various services.

Sir Henry Thornton: We start with an estimate of the gross revenue, 
then the maintenance of way, maintenance of equipment, transportation 
expenses, all the departments are examined—

Mr. Hanson : These are all controllable.
Sir Henry Thornton: Transportation is not entirely controllable. We 

have from our professional knowledge and experience to decide how much we 
should spend, the minimum amount of money it is safe to spend on this property 
to maintain safety of service.

Hon. Mr. Euler : That is a vital part.
Sir Henry Thornton: That is what we have to decide. The regions, to 

begin with, make recommendations. Mr. Hungerford and various vice presi
dents and myself check them and we might say, “well, it is high.’’ We think 
we could get on with less money than that another year or another month. We 
might say, “ Well, the track on a certain region is getting a little bad,” perhaps 
not bad in respect to getting out of hand. We think it would be unwise to reduce 
expenses to that amount. In other words, we put these regional estimates 
through the sieve of our own intelligence, to call it such, and then we finally 
decide what the region is to spend and that is what the region does spend and 
all it gets to spend. As I said before, the object of all of this is to indicate to 
you the steps that are taken to control expenses and how closely that object is 
achieved.

Hon. Mr. Euler: When you and your officers, Mr. Hungerford and others, 
review that amount, you are making your decision as to whether the amount 
submitted to you by your regional officers is correct or not. While this is going 
on, what have you in mind particularly, primarily the proper efficiency of the 
road or have you an eye particularly to the revenues you are making?

Sir Henry Thornton : In fact, you have to keep an eye on everything; 
you have to take into consideration every element. Low revenues naturally 
indicate poverty of traffic ; poverty of traffic indicates you do not have to spend 
so much money on maintenance because the railway is not being subjected to 
the same use. \ ou have to decide whether a certain rail will carry for another 
year or another month or not. There are hnudreds of technical questions that 
enter into the determination of this budget.

Hon. Mr. Euler : Do you ever sacrifice, in any case, the possible efficiency 
of the service of the road?

Sir Henry Thornton: No.
Hon. Mr. Euler: When the revenues are low.
>ir Henry Thornton: No. There are two things you must protect 

primarily. In the first place, you must maintain safety of traffic. That is the
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first consideration, and the second is you must maintain that degree of efficiency 
which will enable you to retain the traffic you have.

Hon. Mr. Euler: You cannot reduce it beyond a certain minimum.
Sir Henry Thornton: You get to a certain point, and you cannot go 

below that.
Hon. Mr. Euler: Because traffic has gone down?
Sir Henry Thornton: By carefully weighing of the demands of traffic as 

between one line and another, you can £ome to an intelligent standard of main
tenance. You can decide that a certain line, having regard for it^ traffic, ought 
to be maintained at a certain standard, and some other line which has a less 
important traffic should not be so maintained; and that is where the judgment 
and the intelligence of the railway officer come into play. That is the reason 
we have vice presidents and officers.

Mr. MacMillan : How far ahead of the first of each month—
Sir Henry Thornton : What is that?
Mr. MacMillan: How far ahead of the first of each month do you get 

that?
Sir Henry Thornton : These are dated the 15th of the month. The budgets 

are all approved about the 27th of each month, and the region is advised by 
telegraph or possibly by mail, if close enough, as to what their budget is to be the 
following month, so that on the first of the month each general manager knows 
what his expenditures are going to be and what he can work on. In other words, 
this organization follows an orderly procedure instead of allowing the thing to 
take care of itself as a great many people in this country imagine. Some 
people imagine that a railway is some mysterious way runs itself, and there is not 
very much intelligence being displayed in it. Well now, I am trying to offer 
you definite evidence that we have it controlled, and some of the officers who 
are here can tell you, just as I have told you, that there is no railway system— 
and I challenge anybody to meet that statement—of the magnitude of the 
Canadian National Railways, that has got such an effective control of its 
expenses as we have worked out here.

Hon. Mr. Euler: What I am trying to get at is this—it is very commendable 
of course that you estimate very close to your expenditures—, what are the 
guiding principles involved? Is the primary principle the maintenance of way; 
that you must have a certain standard, or is it affected by your knowledge that 
the revenues perhaps may not be up to a certain mark, and perhaps you may 
reduce more by reason of the fact you know the revenue is lower?

Sir Henry Thornton : All I can say Mr. Euler, is it is a combination of 
the two. You have to steer a line between revenue and standard of maintenance.

The Chairman: Gentlemen, as it is one o’clock, we shall adjourn now, and 
if it is the wish of the committee, we will appoint an hour to meet to-morrow 
afternoon to try to get over this work.

Sir Henry Thornton : May I just ask the members of the committee to give 
more than passing attention to these documents because they are really very 
interesting, and I think they will throw some new light on the whole situation.

Committee adjourned until Wednesday, June 17 at 11 o’clock.















MINUTES OF PROCEEDINGS

Wednesday, 17th June, 1931.

The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m.; Hon. Mr. Chaplin, the 
Chairman, presided.

Members present: Messrs. Bell {St. Antoine), Bothwell, Cantley, Chaplin, 
Fiset (Sir Eugene), Fraser (Cariboo), Geary, Gray, Hanbury, Hanson (York- 
Sunbury), Heaps, Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), 
Manion, Stewart (Lethbridge).

Sir Henry Thornton provided a supplementary answer to a question asked 
at a previous meeting respecting the balance struck between Canadian grain 
moving for export through American ports and American grain moving for export 
through Canadian ports.

Sir Henry Thornton made a further explanation of the control of expenses, 
as indicated in the Operating Budget, and commended to the consideration of 
the Committee the “ Analysis of Operating Results,” copies of which were 
distributed yesterday.

The Committee resumed consideration at page 7 of an “ Analysis of 1930 
Results of Operation as Compared with 1929.”

The Committee adjourned until to-morrow, Thursday, 18th June, at 11 a.m.

JOHN T. DUN,
Clerk of the Committee.
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MINUTES OF EVIDENCE

House of Commons, Room 231,
Wednesday, June 17, 1931.

The Select Standing Committee on Railways and Shipping met at 11 o’clock 
a.m., Hon. J: D. Chaplin, Chairman, presiding.

The Chairman : Gentlemen, come to order please. The Minister will not 
be here for over half an hour or so. He does not wish us to delay till he comes. 
He wants us to get along with the business.

Sir Henry Thornton : Mr. Chairman, there was one question which Mr. 
Heaps asked and which I told him yesterday we would try to get in more com
plete form. The question is; what kind of balance is struck between Canadian 
grain that moves for export through American ports and American grain that 
moves for export through Canadian ports.

We have this by crop years, which I will hand in, from 1925 to 1931. I do 
not think it necessary to read the whole report; but I will briefly say this.

Mr. Heaps: If you could just give us the balance one way or the other.
Sir Henry Thornton : That is just what I was going to do, Mr. Heaps, 

The percentage of Canadian grain through American ports runs from 56-2 per 
cent to 41 • 15 per cent. It varies between those two percentages. The percentage 
of American grain through Canadian ports runs from 18-58 per cent to 38-9 per 
cent.

Mr. Heaps : Could not you give it to us in bushels, instead of percentages.
The Chairman: The whole report will be incorporated in the record.
Sir Henry Thornton : Perhaps I might just hand this to you, Mr. Heaps, 

and you will look it over.
Mr. Fraser: Sir Henry, is that 56 per cent of the total crop or 36 per cent 

of the total exported.
Sir Henry Thornton : 56 per cent of the total exported, not the total crop. 

I will hand this in to the official reporter.

Crop Years

1925-1926 1926-1927 1927-1928 1928-1929 1929-1930 1930-1931 *

Canadian grain moved 
through American ports 

Total Canadian grain export
ed............................................

Percentage through Ameri
can ports to total...............

American grain moved 
through Canadian ports... 

Total American grain ex
ported ....................................

Percentage through Cana
dian ports to total.............

175,017,236

338,239,225

51-7

166,721,976

296,857,927

56-2

159,848,826

329,090,720

48-6

184,734,634

403,047,232

45-8

71,469,140

152,923,478

46-7

87,403,000

213,345,000

41-15

47,743,453

160,487,000

29-7

52,824,682

208,965,000

25-27

88,452,274

227,121,000

38-94

83,512,520

222,328,000

37-56

23,591,415

126,915,000

18-58

12,526,000

60,836,000

20-6

•Part of crop year ending May 31, 1931,
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Sir Henry Thornton: That answers the only question which I think is 
outstanding with respect to unfinished business.

I would just like briefly to finish up what I was speaking of when the 
meeting closed yesterday in regard to the budget, and the operation of the 
budget with respect to this control of expenses. I hope that members of the 
committee will be sufficiently interested to look that over, because I might 
talk for a day or so on the subject and still not cover all of the points in it; but 
an examination of that budget, I think, will reveal to you the kind of machinery 
that has been set up for expense control.

I would like to particularly call your attention to the fact that this budget 
is not prepared in any hit or miss fashion. The Regions form as careful an esti
mate as they can of the probable gross revenues of that region for the ensuing 
month, and then they not only take each one of the major subdivisions of 
expenses, such as maintenance of way and structures, maintenance of equip
ment, transportation, and so on, but they take each item under those general 
subdivisions, discuss and examine it and make their recommendation accord
ingly. Then, as I tried to explain to you yesterday that goes to headquarters 
in Montreal for final examination, analysis, and either approval or alteration. 
So that I think you will see from that it is not a hit or miss estimate; but it is 
a thoroughly scientific way, as far as anything of that sort can be scientific, 
of arriving at an intelligent allocation of expenses.

In that connection I think it will be" of interest to the committee to say 
that commencing with the latter part of last year and more particularly this 
year, in conjunction with the Canadian Pacific Railway and in co-operation 
with that company, an examination was made of passenger train service in an 
effort to reduce passenger train mileage and competition which might be expen
sive and unreasonable. As a result of that the passenger train mileage has been 
reduced on the Canadian National Railways bv the round figure of 3,000.000 
passenger miles per annum. That is the rate of reduction.

Mr. Cantley: What percentage is that to the whole? What percentage 
of reduction does that entail.

Sir Hf.vry Thornton : It represented 12 per cent of the whole. Now it 
is 14 per cent. Of course, that is going on month by month in conjunction with 
our Canadian Pacific friends.

Mr. Hanson: What proportion would be branch line service and what 
proportion main line service?

Mr. Birnap: We have here a statement which shows all of the trains taken 
off and the terminals between which they run. I think Mr. Fairweather has 
it there and can turn it over.

Sir Henry Thornton: I think we could get at that figure but it would 
entail an examination of the report.

Mr. Hanbvry: Have you any percentage showing separately the reduc
tions on the Canadian National Railways and the Canadian Pacific Railway?

Sir Henry Thornton: We have not got that, Mr. Hanbury.
Mr. Hanson : With reference to this budget I have had an opportunity to 

go through it and I want to compliment you, Sir Henry. I think it is what you 
claim it to be, and I think the public would be very glad to know that there is 
something like this under way. I think that statement ought to be made in 
fairness to the management.

Sir Henry Thornton: The officers of the company and certainly myself 
appreciate what you have said. Of course, it is highly technical. A great deal 
of it is technical and a great deal of it is difficult to understand. And if it were 
not technical you would not have to have any officers ; that is to say, the thing 
would run itself. But on behalf of the officers and myself I am very apprecia
tive of what Mr. Hanson has said.
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Now, I do not want to pursue that subject any further; but there is one 
other thing to which I would like to refer, and that is this pamphlet entitled 
“Analysis of Operating Results”. That is a careful but at the same time 
technical analysis of the operations of the company for the preceding month in 
which it is issued. It covers all of the transportation activities of the company 
and you will find on the first page a definition of what the various terms and 
expressions mean that appear later on in the report ; but I will content myself 
with the statement that that analysis of operating results was worked out by 
the Director of the Bureau of Statistics and the various Vice-Presidents of the 
company and myself some years ago, shortly after the present administration 
took hold, with a view of presenting to the operating and technical officers of the 
company the results of their efforts as expressed statistically for the month in 
question over the preceding month so that they could see how their efforts com
pared with other regions and with other districts, and the degree to which they 
attained their objective.

Again, without wishing in any sense to be complimentary to the Canadian 
National itself I can only say that that represents, as far as my knowledge 
goes, the most complete set of statistics which is furnished by any railway com
pany. That goes to division superintendents, train masters and officers superior 
in rank, is studied by them and examined by them, and I know that often quite 
subordinate officers do studiously examine that work because frequently on my 
trips over the railway I talk to them about it and find that they are conversant 
with what their own division is doing, or their own district, or region, and they 
know what other regions and districts are doing, and that a very marked degree 
of admirable competition is excited by these reports on the part of the different 
districts of the railway to vie with each other and to make a favourable per
formance. You will find that train masters, and superintendents and officers of 
that sort examine that report with the same interest that the baseball fan would 
look at the baseball reports in the morning newspaper.

That, gentlemen, is all I have to say upon this particular subject, but again 
I hope that the members of the committee even though they do not quite under
stand thet technical aspects of this analysis of expenses will at least look it over, 
and I think it will give you some idea of the searching character of the examina
tions which are made of our operating results.

Is it your pleasure now, Mr. Ohairman, that we should go on where we left 
off with the examination of the expenses in detail.

Mr. Geary: Just before you pass from that analysis, under “General 
Performance,” it was a bit of a surprise to me to find that the grain loadings 
have very materially increased and the commodity loadings have decreased. 
I was just going to ask what is the significance of your note which reads:— 

This shift in trend was caused by upturn in traffic over March on 
the Western and Grand Trunk Western Regions, but under present trade 
conditions has no importance.

Sir Henry Thornton: I am just trying to find that note.
Mr. Geary: Is it just a casual increase.
Sir Henry Thornton: That is what it is so regarded. That is not only 

statistical information but it is a sort of running narrative of the events of the 
month under consideration, and that statement was made simply for the purpose 
of indicating that it was not indicative of any extraordinary or fundamental 
alteration in conditions.

Mr. Geary: That is, you make the statement without prejudice.
Sir Henry Thornton: That is right. This is supposed to be, and is a 

perfectly unprejudiced statement of actual facts for the use of officers, and we 
put it at the disposal of this committee although the information is necessarily
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somewhat confidential; but at the same time I think it is sufficiently illuminat
ing to justify its presentation to this committee.

Is there anything further, Col. Geary.
Mr. Geary: Not at the moment.
Mr. Fairweather: Continuing at page 6: During the year 1930 the oper

ated road mileage of the Canadian National increased 392.6 miles, principally 
due to the completion of Branch Line construction authorized in prior years. 
This is in addition to the Central Vermont Railway mileage now included in 
the System mileage. A comparison of the mileage and equipment at the end of 
1929 and 1930 follows :—

—

Dec. 31,1929 Dec. 31, 1930

Canadian
National
Railways

(Eicl.C.V.
Ry.)

Canadian
National
Railways
(Eicl.C.V.

Ry.)

Central
Vermont

Ry.
Total

Operated road mileage........................................................
M iles of all tracks..................................................................
Locomotives..............................................................................

19,571-36
27,004-22

3,096
123.164

3,765
8,234

19,963 95 
27.428-6# 

3,127 
124,861 

3,797 
8,126

461-62
678-85

53
3,330

o3
147

20,425-57
28,107-51

3,180
128,191

3.850
8,273

Freight train cars....................................................................
Passenger Train cars..........................................................
Work Equipment ................................................................

A technical analysis of the variations in wages, changes in the prices of materials, varia
tions in traffic, increase in size of property and weather conditions shows that the expenses 
for 1930 were effectively controlled and compare quite favourably with those of the pre
ceding year.

The total decrease in Railway Operating Expenses was $25,915,965 or 11.7 per cent, the 
monthly comparison being as follows

Railway Operating Expenses

1930 1929 Decrease

January..............................................................................................................

$

16,088.157

$

16.092.944

i

4,787
February........................................................................................................... 15,662,515 16,661.595 999.080
March............................................................................................................... 16,267,437 17.367.947 1.100.510
April.................................................................................................................. 16.119.331 18.559.785 2,440,454
May................................................................................................................... 16,704.475 20.045.927 3,341.452

17,160.560 20.409.851 3.248.991
July....................................................................................................................... 16,866.935 20.345,980 3,479,045
August.............................................................................................................. 16.800,995 18,898,267 2.097.272
September....................................................................................................... 16.956.195 18,764.578 1,808.383
October............................................................................................................ 17,028,267 18.740.718 1,712,451
November ............................................................................................. 15,095,571 17,753,583 2.663.012
December ................................................................................................... 14,508,769 17,529,297 3.020.528

Total......................................................................................... 195,259,507 221,175,472 25,915,965

A comparison of Railway Operating Expenses, 1930 with 1929, by General 
Accounts follows:—

General Account 1930 1929
Decrease

Amount Per cent

• $ $ i

Maintenance of Way and Structure.................................... 39,777,567 48,436,118 8,658.551 17-9

Mr. Geary: That is quite a substantial decrease.
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Sir Henry Thornton : When times are prosperous an individual quite 
justifiably embarks upon certain expenses which in times that are less pros
perous he would defer without damage to his house or property. Now, it is an 
exceedingly difficult thing in the determination of maintenance of way expenses 
to say exactly where deferred maintenance appears and where it disappears, 
and it is thus largely a matter of the examination of the frequency of traffic, 
the weight of traffic, and its importance. For instance, between Montreal and 
Toronto, in fact, between Montreal right through to Chicago, where there is 
our maximum density of traffic and weight and importance of traffic, a much 
higher standard of maintenance is necessary than on some part of the railway 
where those conditions do not exist.

Deferred maintenance is a very expensive thing to embark upon, because 
quite frequently a dollar saved in maintenance may reappear in two or three 
years with a very high rate of interest. That is to say, one may accumulate 
a condition of deferred maintenance which in subsequent years will involve 
a very heavy expenditure to catch up. One of the outstanding examples of that 
is perhaps the condition of the old Grand Trunk Railway system which was not 
maintained at a proper standard and which had accumulated a very definite 
volume of deferred maintenance which this administration had to catch up. 
Some of that was justifiable, some of it was undoubtedly due to the war and 
the conditions which existed after the war; but whatever the reason may be the 
fact remains that there had accumulated a very material volume of deferred 
maintenance on the Grand Trunk Railway system. For instance, two out
standing examples to which I have referred before, small things in a way but 
still indicative of the general situation, the two passenger stations at Hamilton 
and London. The London station is to-day, I think, about 80 years old. The 
Hamilton station was fully as old as that. That has been eliminated.

Mr. Hanson : What about Riviere du Loup?
Sir Henry Thornton : Riviere du Loup fortunately was not on the Grand 

Trunk, therefore, the reference is irrelevant.
Mr. Hanson : I have often had to get out at Riviere du Loup in the middle 

of the night. I have a great deal of sympathy for Mr. Pouliot.
Sir Henry Thornton: There are a great many stations on this railroad 

that we would like to renew. It certainly is not a matter of pride to the rail
way company to maintain an unsatisfactory station. We were confronted with 
a certain situation this year, and the Board and the officers of the company, 
in conjunction with the government represented by the Minister of Railways, 
simply had to cut our cloth to what there was to spend.

Sir Eugene Fiset: And there is also the unfortunate fact that it belongs 
to what we call no man’s land, the eastern division.

Sir Henry Thornton: There is no such term as no man’s land which is 
represented by the constituency from which you come, General ; and perhaps 
the same thing might also be extended to Mr. Pouliot. But on the old Grand 
Trunk there was very little rock ballast. *The rail was too light, and the 
railway, for various reasons, presented a condition of deferred maintenance 
which had to be caught up.

Again, if you go to the old Canadian Northern, there was a railway which 
had only just emerged from construction. Its improvement had been retarded 
by the war. Fills were too narrow to hold the ballast. Cuts were too narrow 
for drainage. Passenger sidings were infrequent and too short, and yards were 
insufficient. All of those things, as I have explained before, had to be taken 
in hand and involved not only expenditure of capital but also increased expendi
ture on account of maintenance and catching up this deferred maintenance 
to which you have just referred.
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What we have tried to do on the railway to-day I venture to say- has been 
done intelligently, and I am not responsible for it. If any intelligence has been 
displayed it has been displayed by the engineering department, the various 
divisional engineers and superintendents, and general superintendents right up 
to the chief engineer and the Vice-President in charge of that operation. They 
have displayed that intelligence which with prudent economy would save 
money without at the same time carrying a large outlay for the future for 
deferred maintenance. That is the only answer I can give you.

Mr. Geary: Deferred maintenance does not increase by itself.
Sir Henry Thornton : Deferred maintenance unquestionably proceeds at 

compound interest, no question about that. But there are certain items, for 
instance, let us say you are going to take out 80-pound rail and renew it 
with l30-pound rail. There again you have got to apply technical knowledge. 
You may say that under the circumstances that rail will carry another year. 
Again, the situation may be such that it will not, but in each case, there has 
been an effort made to avoid the compounding of deferred maintenance. That 
is not only ray opinion but it is the opinion of our own engineering officers 
who are skilled in their business.

Mr. Cantley : Referring to the first item, Maintenance of way and 
structures, may I ask if all the steel rails ordered and delivered in 1930 were 
put in the track?

Sir Henry Thornton: Mr. Hungerford can answer that question.
Mr. Hungerford: I have not the figures available here.
Mr. Cantley : Can you give us any idea of the percentage.
Sir Henry Thornton: We can get you that, Colonel Cantley.
Mr. Cantley : What was the percentage of rails put in the track that 

were ordered and delivered in 1930?
Mr. Hungerford: We will get the information for you.
Mr. Fraser: I see there is an increase in the Traffic Item there.
Sir Henry Thornton: If you will let that stand we will give you that 

a little later on in this report and I think perhaps that will be made clear 
at that time.

Mr. Fairweather: Continuing on page 7:—

$ s $

Maintenance of Equipment.................... 43,091.330 49.527.852 6.436.522 13 0
Traffic.............. ........................................ 7,712,906 7,552,656 160.310 (Inc.) 21 (Inc.)
Transportation............................................ 96.105.934 108.034.012 11.928.078 no
Miscellaneous................................................ 2.235.525 2,403.141 167,616 7 0
( ieneral....................................................... 7.696.385 7.184.738 511,647 (Inc.) 71 (Inc.)
Transportation for Investment—Credit 1.360.199 1.963,044 602,845 30-7

Total Oper. Expenses................. 195,259,507 221,175,472 25.915,965 11-7

A further division between labour and materials, etc., by General Accounts, follows:—

Employees’ Compensation 1930 1929 Decrease

Maintenance of Way and Structures...................................
Maintenance of Equipment...................................................
Traffic.........................................................................................

t
23,520,724 
23,758.242 
3.498.346 

65.184.210 
1.056.752 
4.748,067

$

26.975.797
26,215.852
3.564.743

72.362.255
1,125,153
4.621.657

$

3.455.073
2.457.610

66.397 
7,178.045

68.401
126.410 (Inc.)

Transportation.........................................................................
M iscellaneous.............................................................................
General.........................................................................................

Total..................................................................... 121,766.341 134,865,457 13,099.116
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Materials and Miscellaneous 1930 1929 Decrease

$ $ t

Maintenance of Wav and Structures...............................
Maintenance of Equipment..............................................
T raffic................................................................................
T ransporta t ion..................................................................
Miscellaneous....................................................................
General..............................................................................
Transportation for Investment—Credit........................

16.256,843
19,333.088
4.214.620

30.921.723
1,178.773
2.94S.318

21,460.321 
23.312.000 
3.987.913 

35.671,7.56

2..563.081 
1,903,044

5,203,478 
3.978,912 

226.707 (Inc.) 
4.750.033

99.215
385.237 (Inc.) 
602.845

Total............................................................. 73,493,166 86.310,015 12,816,849

The decrease in Payroll Expense, amounting to $13,099,116, resulted from decreased employment— • 
$15,270,648, partially offset by increases in rate per man hour amounting to $2,171,532. There were no 
wage increases of any account in 1930. Increases granted during 1929 are reflected to some extent in 1930 
figures. The harmonious relations existing between the Company and employees continued through the 
year.

Mr. Geary: May I ask a question there on maintenance of way and struc
tures. You have a total decrease of $8,000,000. On labour you have a decrease 
of $3,000,000 and on materials $5,000,000. Does that represent the normal 
proportion between material and labour, or is it less in material by reason of 
your having more material on hand.

Sir Henry Thornton: I think that probably is about the average. Of 
course, one thing in maintenance of way expense which is beginning to make 
itself felt is the introduction of creosoted ties. For the last eight years we have 
been increasing year by year the number of creosoted ties that have been put 
into the track. Now we have got to the point where the earning value of those 
creosoted ties is beginning to make itself felt and find an expression in fewer 
ties bought per annum. As a matter of fact, our tie purchases have fallen off 
very heavily due particularly to the introduction of creosoted ties, and particu
larly to a much closer inspection of the ties that are to be taken out of the track.

Mr. Geary: In that item of creosoted ties would the introduction of that 
tie distribute the balance between the cost of material and the cost of labour.

Sir Henry Thornton: Undoubtedly.
Mr. Hanson: Sir Henry, this tie question is one that gives the ordinary 

member of parliament, in the east at all events, a great amount of trouble.
Sir Henry Thornton: You are not alone in that.
Mr. Hanson: The charge is made, Sir Henry, that previous to the election 

—I am going to be very specific—you loaded up with ties in Eastern Canada, 
and when we tried to get some work to relieve the unemployment situation in 
New Brunswick in the fall of 1930 we were met with the situation that you 
had on hand from purchases from the preceding year more than double vour 
requirements. I think I am safe in putting it in that way. What have you got 
to say about that.

Sir Henry Thornton: I am not quite sure that I know just what the 
question is.

Mr. Hanson: That you overbought in 1929-30.
Sir Henry Thornton: Well, that may be the thought, that it was done for 

political purposes.
Mr. Hanson: I will be very frank and say I mean that.
>ir Henry Thornton: There is nothing like being perfectly frank.

, Hanson: What did you have on hand at the beginning of the season
of 1930?

Hon. Mr. Manion: My recollection is that the figure you gave me, Sir 
Henry, was something like 10,000,000 or 12,000,000 ties.
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Sir Henry Thornton: Yes. The whole point is this: That we were 
building up and had been building up for some years to accumulate 100 per cent 
of our ties on hand. That is more or less the practice which is followed by 
railways. Personally, in the light of the present situation I think it is too much, 
and in times of depression and where you are endeavouring to economize you 
perhaps do things that you would not have done if times were more prosperous ; 
but broadly speaking, we wrere trying to build up our tie situation so that we 
would be sure each year when the season commenced that we had a sufficient 
number of ties to carry on that work continuously throughout the year. I will 
ask Mr. Vaughan to speak on the subject, but certainly I am not aware of any 
attempt on the part of this railway company to unduly increase its tie purchases 
in the face of an election for the purpose of producing a possible political result 
for one party or the other.

Mr. Hanson : I do not say that you did it for the purpose of that at all, 
but the charge is made and you have heard it as well as I have.

Sir Henry Thornton : You hear all kinds of charges.
Mr. Hanson : That the supply of ties on hand was abnormal, and had been 

abnormally increased in the preceding twelve months, and we found ourselves in 
the position of where we could hardly get the railway to buy anything and then 
only at a depressed price.

Sir Henry Thornton : Mr. Vaughan is here. He is our Vice President in 
charge of purchases, and I would like him to speak on that.

Mr. Vaughan: We were in the same position as every other railway. We 
were endeavouring to build up this carry-over 100 per cent, which is practically 
the carry-over that most railroads have in the United States, on the theory that if 
we could get all our ties in by the 1st of June we would save money when labour 
was plentiful and it did not interfere with the heavy movement of traffic. We 
brought that carry-over up to 100 per cent in 1929. There was never a contract 
placed for political purposes. The whole idea was to bring that carry-over up to 
100 per cent so that we would always have ties on hand in the spring sufficient 
to go on with our work. Personally, I cannot tell the politics of any tie con
tractor we do business with. I can say conscientiously there was never a tie 
contract given to a man down there because of his politics. To-day we have 
nearly 2,000 tie contracts on the system, and I can tell the politics of only one or 
two men in the whole 2,000.

Mr. Hanson: You deny the charge.
Mr. Vaughan: Absolutely.
Mr. Fraser: May I ask this general question in regard to the tie situation : 

How is the price of ties fixed?
Sir Henry Thornton: Will you answrer that, Mr. Vaughan.
Mr. Vaughan: As a matter of fact, we advertise for tenders on ties.
Mr. Hanson : You go through the form.
Mr. Vaughan: We go through the form, that is quite so. The prices are 

usually ridiculously high and w'e never pay them. The result is it gets down to 
the point that we fix what we think is a reasonable price for ties on each region 
and the contractors are usually glad to get the contract on that basis. We buy 
ties on the different regions. We know all the tie contractors on the line, where 
their timber is located and their ability to deliver ties, and so on. And we 
take a great many ties direct from the settlers. We have this year 1,600 or 
1,700 contracts direct with the settlers.

Mr. Geary: In the result you are buying in the open market.
Mr. Vaughan: Yes.
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Mr. Fraser: I understand then that the tie contractor has nothing to do 
with the price at all. The tender that he gives you has nothing to do with the 
price. You really fix that price and say you can have that contract or do with
out it.

Mr. Vaughan : Well, except this, Mr. Fraser, in getting all these tenders 
in, if we find a man who is responsible and who has given us a very low tender 
we may take his price and fix that as the price on the region for everyone.

Mr. Hanson: That would be a factor.
Mr. Vaughan: Yes.
Mr. Fraser: So that the tender after all is a factor in the fixing of the 

price.
Mr. Vaughan: Yes.
Mr. McGibbon : What parts of the country do you get your ties from 

mostly.
Mr. Vaughan: They are secured all over the country from coast to coast 

depending on our requirements. We buy our requirements for the Atlantic 
region in the Atlantic region.

Hon. Mr. Manion : Is it not right that about 25 per cent of your tie con
tracts are given to settlers in small lots.

Mr. Vaughan: Yes, fully that.
Mr. Hanson : And you have extended that each year.
Mr. Vaughan: We have extended it, yes. We do not refuse to take ties 

from settlers. Our position is, of course, that unfortunately a good many of 
the settlers want to get into the contract class.

Sir Henry Thornton: In 1930 the total number of ties purchased was 
7,900,000, 2,500,000 of which we purchased from settlers.

Hon. Mr. Manion : Do you not mean 1929-30.
Sir Henry Thornton: Ties delivered in 1930.
Hon. Mr. Manion: This past year you only bought a little over 3,000,000.
Sir Henry Thornton: Yes, I would say perhaps a third of those would 

come from settlers. The purchases from settlers have increased each year.
Mr. Hanson : How many did you purchase in 1929 for delivery in 1930 

compared with the two preceding years.
Mr. Vaughan: I think it was possibly a little greater.
Mr. Hanson: Without delaying the committee, we might have the in

formation showing exactly what your purchases have been.
Mr. Vaughan: Yes, I have got the information here.
The Chairman: We can take that up in the form of a question for 

to-morrow.
Sir Henry Thornton: We will make a note of that.
Mr. Cantley: Mr. Vaughan, there is another criticism to this effect that

you buy ties from so-called dealers that do not produce a tie at all. You have
for years, and they in turn sublet those contracts making a profit out of them 
to the detriment of the small man who actually supplies the ties.

Mr. Vaughan : I think that would happen in a very rare case. There
are a great many men who are not financially able to take out a contract and 
they will go to a contractor and he may finance them and assist them in getting 
those ties out.

Mr. Cantley: My criticism is this, at least the criticism reported to me 
is this; the small operator who owns a small mill tenders for ties. He does not 
get it but the dealer gets it, and then the dealer says to the small contractor you 
can have a contract for two, three or four thousand ties at ten cents less.
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Mr. Vaughan: I do not know any case of that kind, Col. Cantley. If 
there are any I would like to know of them. There may be the odd case!

Mr. Cantley: I think I can give you a few cases.
Hon. Mr. Manion : Last year you called for 3,000,000 ties and you had 

tenders for something like 60.000,000, is that correct.
Mr. Vaughan: We called for tenders in the fall of 1930 for 3,000,000 

ties and, as you say, we received tenders for 60,000,000.
Hon. Mr. Manion: I know, because I got letters of abuse from all parts 

of the country.
Sir Henry Thornton: As far as the political situation is concerned, it is 

awfully hard to keep up with the politics of the average tie contractors.
Mr. Hanson: I would like to make one exception and that is the President 

of our association. He has been a life-long tory.
Sir Henry Thornton: I know, but you have to keep up awfully fast with 

some of those fellows.
The Chairman: Is that all the questions that are required on the tie 

situation.
Mr. Stewart (Lethbridge) : I would like you to leave that open. I may 

have something to say on that later.
The Chairman: It will be taken up again to-morrow.
Mr. Stewart (Lethbridge) : I do not think I will have my information 

till later on.
The Chairman: You are perfectly free to bring your question up at any 

time.
Mr. Fairweather: Resuming on page 8, at the top of the page:

The decrease in Materials and Miscellaneous Account, amounting to $12,316,849, is made up as
follows:—

Decrease due to Price Changes............................................................................ $2,823,075
Decrease due to less material used...................................................................... 9,993,774

Total Decrease.................................................................................  $12,816,849

By classes of materials, the decreases were as follows:—

—
Decrease due 

to Price 
Changes

Decrease due 
to Quantity 

Used
Net

Decrease

T ies..............................................................................................
t

33,040
22.071

310.416
2,457,548

$
1,558,796

703,727
3,149.268
4.581.983

$
1,591,836 

725.798 
3,459,684 
7,039.531

Kails............................................................................................
Coal................................................................................•............
M iscellaneous M aterial..............................................................

2,823,075 9,993.774 12,816,849

Mr. Hanson : It is very gratifying to notice that you are beginning to get 
the benefit of the decrease in the price of commodities.

Mr. Fraser: What was the decrease in the price of ties?
Mr. Vaughan : Ten to fifteen cents, but that would not come in here. 

The prices were ten to fifteen cents higher in 1929 than they were in 1930.
Sir Henry Thornton : That figure Mr. Vaughan is giving you is just an 

average.
Mr. Fraser : We can get the definite figures later on.
Sir Henry Thornton : We can furnish I think within reason what the 

spread will be on almost anything you want to ask.
Mr. Fraser : What I want to know is this, what was the comparative 

price in British Columbia for ties this year compared with last year?
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Mr. Hanson : And the same with New Brunswick.
Mr. Kennedy: What was the decrease in the price of coal?
Sir Henry Thornton: Mr. Vaughan, the question is asked what was the 

average in the alteration in the price of coal.
Mr. Vaughan: Well, there was little decrease in the price of coal in 

Canada. The large decrease in the price of coal was in the United States. For 
example, there has not been a decrease in the price of coal in the Maritime 
Provinces for years, and there has been little decrease in the price of coal in the 
Western Provinces for the last few years. There has been some decrease in the 
United States. The cost of producing coal in our mines has been going down 
right along.

Mr. Kennedy: Could we get the figures on that?
Mr. Vaughan: You mean the average price paid in the various regions?
Mr. Kennedy: Yes.
Mr. Vaughan: You are referring only to Canadian coal or do you want 

American coal too?
Mr. Kennedy: Yes.
Mr. Vaughan: Well that American coal I presume would be at the mine.
Mr. Kennedy: There is one question I would like to ask regarding coal. I 

find amongst the miners in the West criticism that the railway orders come in 
in big bunches, that the mines would be idle for a long time and then there 
would be an order come in for a big bunch of coal and they are anxious that 
something should be done to stabilize the volume of employment during the year. 
I was wondering just what could be done in that respect.

Mr. Vaughan: We are doing everything we can in that respect. We try to 
give them continuous operation and we do give them as continuous operation as 
we can depending, of course, upon our requirements. We do not want to be 
taking coal that we do not need but we aim to give them as much continuous 
employment as we can consistent, of course, with our own requirements, and 
economy.

Mr. Fairweather:—

An examination of the Railway Operating Expenses, by General Account», shows that Maintenance 
of Way and Structures Expenses in the two years compared as follows:—

1930
1929 ^i

Decrease............................................................................S 8,658,551 or 17-9%

$ 39,777,567
48,436,118

During the year, 457 miles of new 100 lb. rail and 158 miles of new 85 lb. rail were laid; 380 miles were 
re-laid with 80 to 100 lb. released rail. A total of 1,300,784 treated ties were placed in track, as compared 
with 1,612,228 in 1929.

The decrease of 18,658,551 in Maintenance of Way and Structures Expenses is made up as follows:—

—

Decreasd

Net

Due to Change 
in rate per

Man Hour or 
Price of 
Material

Due to 
Decrease 

in
Quantity

Labou r....................................................................
S

1,190,838 (Inc.) 
305,598

s
4,645,911
4,897,800

$
3,455,073
5,203,478Materials and miscellaneous......................................................

Total....................................................................... 885,240 (Inc.) 9,543,791 8,658,651

A summary of the decreases, by Classes of Material, follows:—
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Mr. Hanson : I would like a little explanation of why there was an increase 
in the labour and a net increase in the total.

Mr. Fairweather: There was an actual decrease in the quantity of labour.
Mr. Hanson: Yes, I get that.
Mr. Fairweather: And there was an increase in the average rate of com

pensation. That reflects an increase which had been made in 1929, that I think 
answers your question.

Mr. McGibbon: I notice in looking over your report that you spent, speak
ing from memory, $1,000,000 odd on ballast. I notice also the Canadian Pacific 
spent about $6,000,000. Is the road bed of the National Railways that much 

■ superior to the C.P.R.
Sir Henry Thornton: That involves an examination again, as I said a 

moment ago, of the speed, weight and volume of the track. Now, generally 
speaking, it has been, I think, revealed by the statistics that, taking the C.P.R. 
as a whole their density of traffic is materially greater than that of the Cana
dian National. I do not quite know what you want to get at, Doctor, but that 
is the only answer I can give you at the moment. I am anxious to answer your 
question but I am not so sure that I understand it.

Mr. McGibbon: It would look to me to be a very essential part of rail
roading to keep your track in proper shape. Your figures on wreckage and so 
on, seemed to be enormous compared with the other road, and yet there does 
not seem to be relatively like the same amount of money being spent to keep 
the roadbed in efficient condition.

Sir Henry Thornton: Well, without wishing to go into the detail of 
Canadian Pacific expenditures and offer any comment thereon my recollection 
last year is that the C.P.R. reduced to a greater percentage their total main
tenance of way expenses in a comparative way than did the Canadian National.

Mr. Fairweather : Oh, yes, very much more.
Mr. McGibbon : I think the figures are about $6,000,000 that the C.P.R. 

was spending and the National Railways something over one. In looking 
over the amount of money that you paid for claims for damages and for 
wreckage you are paying much more, a great deal more.

Mr. Fairweather: Mr. McGibbon, are you referring to the year 1930?
Mr. McGibbon : Well I am referring to the last report.
Mr. Fairweather: No, but in the C.P.R. You speak of the C.P.R. 

Are you referring to 1930?
Mr. McGibbon: The last report we have got.
Mr. Fairweather: Well, is that 1930, sir?
Mr. McGibbon: I presume so.
Mr. Fairweather: I cannot believe that it is, because I do not know 

that their primary accounts have been published for 1930 yet.
Mr. McGibbon : I am speaking of the last report we have got. This 

might not just be the proper place to ask the question, but might I ask what 
is the cause of so many large claims for damages and property damage and 
wreckage on the National Railways.

The Chairman : Just let that go as a question and we can get along with 
something else.

Sir Henry Thornton : Perhaps this might be the easiest way to dispose 
of that: If our secretary will make a note of the whole “question then by to
morrow’s meeting we will probably be able to get some statistics which will 
illuminate the situation.

Mr. McGibbon: That is quite satisfactory.
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Mr. Fairweatheb:

—

Decrease

Net
Due to 

Change in 
Price of 
Material

Due to 
Decrease 

in
Quantity

T'ips .....................................................................................

$

33,040
22,071

250,487

*

1,558,796
703,727

2,635,357

S

1,591,836
725,798

2,885,844
Trails ........................................................................................
Other m isp<>l 1 Anpoiis mAti*n"Al ..........................................................

Total .......................................................................... 305,598 4,897,880 5,203,478

Principal Increases and Decreases in Maintenance of Way and Structures Accounts were as follows:—
Principal Increases: Maintaining joint tracks, yards, etc. Dr....................... $ 189,271
Principal Decreases: Bridges, trestles and culverts........................................ 486,386

Ties................................................................................... 1,591,836
Rails................................................................................. 725,798
Other track material...................................................... 573,194
Ballast.............................................................................. 703,006
Tracklaying and surfacing.............................................. 2,290,498
Station and office buildings........................................... 424,453
Shops and engineheuses.................................................. 348,323
Removing snow, ice and sand....................................... 270,922

Comparative expenditures for Maintenance of Equipment in 1930 and 1929 were as follows:—
1930..........................................................................................................$ 43,091,330
1929 .......................................................................................................... 49,527,852

Decrease........................................................................... $ 6,436,522 or 13-0%
The decrease in expenses is divided between labour and materials, etc., as follows:—

—

Decrease

Net

Due to Change 
in rate per

Man Hour or 
Price of 
Material

Due to 
Decrease 

in
Quantity

Labour..........................................................................................
$

610,945 (Inc.) 
1,038,974

«

3,068,555
2,939,938

$

2,457,610
3,978,912Materials and miscellaneous......................................................

Total........................................................................ 428,029 6,006,493 6,436,522

The condition of equipment at the end of 1930, as compared with 1929, was as follows:

Percentage Serviceable

Locomotives........................................................
1930
%
78-2
92-2

1929
%
801
93 0Freight cars....................................................................

These figures compare favourably with Class I United States roads, as indicated by 
the following:

Percentage Serviceable

Locomotives.......................
1930
%
81-3
93 3

1929
%
83-8
94-6Freight Cars...............
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Principal Increases and Decreases, by Primary Accounts, were as follows :
Principal Increases...............................Express................................................................$ 56,625
Principal Decreases............................. Shop Machinery ............................................ 133,354

Steam Locomotive Repairs........................ 1.998.143
Freight Train Car Repairs.......................... 2,025,494
Freight Train Car Retirements................ 360,463
Passenger Train Car Retirements............ 772,753
Work Equibment............................................ 500,592
Insurance............................................................ 294,568

The comparative Traffic Expenses in 1930, as compared with 1929, were :
1930........................................................................................................................................ $ 7,712,968
1929 ........................................................................................................................................... 7,552,656

Increase............................ ...............................................................................$ 160,310
or 2-1%

The 19211 accounts included a non-recurring credit of $171,500 for the Detroit and 
Toledo Shore Line.

There was a decrease in Radio of $21.419 and in Colonization of $42.094. Rentals 
increased $138,135. There was a general decrease in Wages, Commissions and Supplies of
$85,000.

The expenses of conducting transportation in 1930 and 1929 were as follows:
1930.............................................................. ..................................................................... $ 96.105,934
1929................................................................................................................................... 108,034,012

Decrease....................................................................$ 11,928,078 or 110%

This decrease of 11.0 per cent compares favourably with a decrease of 11.3 per cent 
for all Class I United States roads.

Mr. Geary: How long ago did you install radio, Sir Henry.
Sir Henry Thornton : I am speaking now from memory. I think our first 

radio installation took place in 1923 or 19(24, probably in 1923.
Mr. Geary: Have you increased that.
Sir Henry Thornton: Yes, we have increased the radio activities. That 

came up in this fashion: Early in 1923 it semed pretty obvious to the traffic 
and operating officers of the company and myself that the employment of radio 
represented a very interesting and important field largely, in fact almost entirely, 
for the purpose of advertising, and the Canadian National Railways was the 
first railway in the world I think to realize the importance of radio broadcasting, 
to install it upon its trains and to use it as an implement of advertising ; so we 
commenced in 1923 installing radio on our trains, and that has progressively 
advanced. Naturally to-day, under the conditions that confront us and the 
necessity for economizing, that has not been pursued as progressively as it was 
in previous years ; but briefly that represents the reasons for which we got into 
the radio broadcasting field and the use we attempted to make of it. Incidentally, 
since that time more than one railway on the North American continent has 
pursued the same policy.

Mr. Hanson : What other railroads have established it.
Sir Henry Thornton: The C.P.R. I think, three years ago.
Mr. Hanson : I mean on their trains. We are speaking of installing it on 

their trains.
Sir Henry Thornton : I think the Great Western railroad in England, 

but I may be wrong about that and I do not know to what extent they are using 
it.

Mr. Hanson: Any other big lines in America that have installed radio oh 
their trains. The C.P.R. use it for advertising purposes, of course.

Sir Henry Thornton: I do not know that I can say offhand whether any 
railway in the United States has installed it on their trains at all.
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Mr. Hanson : None of the big lines in eastern United States have.
Sir Henry Thornton: I think that is probably true.
Mr. Geary : Have the C.P.R. radio on its trains.
Sir Henry Thornton : No.
Mr. Gray: As a matter of fact, instead of presently increasing you are 

taking off.
Sir Henry Thornton: We are taking off. We are marking time with 

respect to the whole thing.
Mr. Geary: You first began by installing radio and picking up from 

stations along the line, and then you went into the other branch of radio; you 
started as a pure matter of advertising.

Sir Henry Thornton : That is quite right.
Mr. Geary: When did you start your broadcasting stations? What was 

the expense of that?
Sir Henry' Thornton: This whole exploration into the field of radio was 

to a large extent experimental. It looked to us that the principle was a sound 
one and we had to feel our way, try out various things, and the situation to-day 
represents the result of several years of trial and experiment. I am just speak
ing from memory again. I think it was probably about three or four years ago 
that we went into broadcasting concerts and things of that kind ourselves.

Mr. Geary: You have a station.
Sir Henry Thornton: We have a station in Ottawa which we erected 

and use for broadcasting purposes. We have another at Moncton. We have a 
third on Vancouver Island, and other stations that we employ which are usually 
owned by newspapers.

Mr. Heaps: What has been the value of the radio broadcasting to the 
Canadian National system.

Sir Henry Thornton: That is a very difficult thing, Mr. Heaps, to say 
just in dollars and cents.

Mr. Heaps: In a general way, Sir Henry.
Sir Henry Thornton: I should say that, generally speaking, the advan

tage of it from a propaganda and advertising view has justified the expense, 
particularly in the prosperous times which we passed through until recently.

You have got to remember, if I may say so, in connection with the Cana
dian National system and the whole advertising situation, that up until the 
last few years, or up until eight years or so ago the Canadian National system 
was relatively unknown. To a considerable extent it still is. We frequently 
have cases of people, travellers and shippers in the United States', who confuse 
the Canadian Pacific with the Canadian National. They just know that there 
is some kind of a Canadian railroad in Canada and they are not altogether 
sure whether it is Canadian National or something else.

Now, one of the problems which the Canadian National had to meet in 
securing both passenger and freight traffic was to establish its identity as a 
transportation machine. On the other hand the Canadian Pacific had been in 
existence for several decades, had been the predominant railway in Canada, 
was well and favourably known, and rightly so, all over the North American 
continent, in fact all over the world, and we were like any other manufacturer 
who goes into a new field manufacturing some commodity, he has got to estab
lish himself within the knowledge and the minds of purchasers that he is in 
the business otherwise people do not go to him. A man, for instance, who 
opens a new department store in a large city initially is obliged to go into a 
very considerable expense to establish himself which his older competitors may
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not at that time have to carry, but which they probably did have to incur at 
the time they started.

So that the large problem which confronted the Canadian National system 
was to advertise itself and establish its identity as a producer and seller of 
transportation, and all of those things, one of which you have referred to, and 
many others, were simply for that purpose.

Mr. Hanson : Sir Henry, in my humble opinion, the use of radio is per
fectly legitimate, that is, the use that you make of it; but the criticism we have 
here, sir, is the establishing of the radio on the trains, and you are not proceed
ing, I understand, with that.

Sir Henry Thornton : No. That is a subject which is generally engaging 
our attention.

Mr. Cantley: Sir Henry, I wish you would take it out. It is a nuisance.
Sir Henry Thornton : The cost of equipping our trains for radio reception 

was $35,800. Now, opinions vary. Some people like it and some do not. I 
think on the whole more people like it than dislike it. It is very much like 
the question of whether you are going to allow people to smoke in the parlor 
car and on the rear end of the train. Some want to smoke and some do not 
and it is almost hopeless to try and satisfy them all.

Mr. Geary: It is quite all right if you can differentiate there. You do not 
need to have the loud speakers.

Sir Henry Thornton: We have been getting away from the loud speaker 
as rapidly as possible, simply leaving it to the individual to use the ear tele
phone or not.

Mr. Hanson : What has been your capital cost for the installation of radio, 
both branches?

Sir Henry Thornton : $170,000.
Mr. Eraser : What is the annual charge?
Sir Henry Thornton : That is the total capital expenditure.
Mr. Geary: For your broadcasting station?
Mr. Fraser: What did it cost last year?
Sir Henry Thornton : It cost us last year on operating account $420,000.
Mr. Heaps: Is there any return?
Sir Henry Thornton : The only return is the value we think we get out 

of it in advertising. There again you have to differentiate between that which 
you think makes the best return—advertising in periodicals, or newspapers or 
the radio. This whole question of advertising is not susceptible to any precise 
formula. It is a matter of judgment. Now, we may make mistakes. I do not 
mean to say that our advertising policy has by any means been absolutely 
accurate. We have to try various means and see what the answer is and what 
the result may be, and this whole exploration of the field of radio was for the 
purpose of determining to what extent it might be regarded as a useful adver
tising implement.

Mr. Heaps: There is another factor which I think should be borne in mind, 
that is the character of the entertainment and educational instruction, you might 
say that is put over the radio. I must say there has been a good deal of highly 
favourable comment on your concerts, something which cannot be measured 
in terms of dollars and cents. Then we have had those historical lectures coming 
over the radio and those symphony concerts which have been very much appre
ciated particularly out West.

Sir Henry Thornton : I am glad you referred to those historical sketches. 
That is something we hit upon ourselves and which, personally I think was
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pretty badly needed in Canada. After all, take Eastern Canada. I think 
about the most outstanding and perhaps the only real history that has been 
written about Eastern Canada was written by Parkman, and it is a rather 
amazing thing that in the whole of this country we cannot produce a historian 
of native birth that compares with Parkman.

Mr. Geary: Just the same as the United States cannot produce a historian 
to compare with Goldwin Smith.

Sir Henry Thornton : Probably historians are claimed by no particular flag; 
but the whole history of Canada is full of romance, full of heroic things, full of 
noble deeds which furnish an admirable incentive to the on-coming generation 
and, speaking for myself personally, I felt that it was essential for the welfare of 
the Dominion that our young people coming on year by year should be familiar 
wflth the history of our country, and that was largely the motive which 
prompted the introduction of these historical sketches, and I think they have 
served a useful purpose.

Mr. Hanson : Your programs are good, Sir Henry.
Mr. Geary: It is not- a criticism at the moment at all, I hope it never will be; 

but I would like to have some idea of the capital outlay. You say $170,000. 
Do you mean to say the installation of your broacasting station is included in 
that.

Sir Henry Thornton: Well, I have just got the figures here. This capital 
amount I have given you is exclusive of the rentals that we pay for the use of 
stations. You will find that in the $420,000.

Mr. Hanson : That is not capital.
Sir Henry Thornton: Mr. McLaren tells me that $170,000 represents the 

total capital expenditure.
Mr. Geary: Could you tell me, roughly speaking, the cost of broad

casting from 1924 to the present date, the operating cost.
The Chairman: You had better put that in the form of a question.
Sir Henry Thornton: There was a decrease of about $20,000 last year, 

that is, comparing 1930 with 1929. Now, we could go back into past years.
Mr. Geary: Is that a primary subdivision of some particular primary 

account.
Sir Henry Thornton : We can give you that if you desire it.
Mr. Geary: I think I would like that.
Sir Henry Thornton: We will have it at the next meeting.
The Chairman: This radio business is looked upon as an advertising 

proposition. At the same time, Sir Henry, I think it would be just as well to 
give us a short memorandum of what other advertising there may be. Take for 
example any newspapers that you publish, or anything of that kind. Let us 
get it all together.

>ir Henry Thornton: Well, that would come up under the discussion on 
advertising.

Mr. Kennedy: How much is being spent on the Colonization department?
>ir Henry Ihornton: Might I just leave ybur question stand for a 

moment and answer a question that was asked in regard to advertising. The 
total advertising expenditure in 1930 was $1,452,000, an increase of $23,000 
o\er the previous year, and 1 think that in total newspaper advertising, maga
zine advertising, there are 38 different items.

The Chairman: Can we have the details of that, Sir Henry?
>ir Henri Thornton : \es. I will hand this to the official reporter.
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ADVERTISING EXPENSES—1930-1929 COMPARATIVE

1. Transportation.....................................................
2. Newspaper Advertising—Canada.
3. “ “ Washingtonian...
4. “ “ Down Easter....
5. “ “ Pine Tree Acad, and

Gull......................
6. “ “ United States....
7. Magazine Advertising—Canada
8. “ “ United «States..........
9. “ “ U.S. Off Season....

10. Printing—Miscellaneous.. ............
11. “ Special Publications.........
12. Picture Frames..............................
13. Miscel. Advertising—Tour. Guides
14. Miscel. Expenses General...............
15. Express and Duty.............................
16. Engraving and Art...........................
17. Salaries....................................................
18. Travelling Expenses.........................
19. Ix>ctures—Canada and U.S...........
20. Mot. Picture Films and Expenses.
21. Photographic Dept..........................
22. Exhibitions—Canada......................
23. Window Displays.................................
24. Transparency Frames.......................
25. Freight Advertising.........................
26. Special Editions, etc............................
27. Australia and New Zealand..........
28. Oriental............................
29. European Traffic Organization.........
30. Time Table Folders, Cards, etc..
31. Educational Publications...................
32. Miscellaneous Publications............
33. Advertising—Far Tours U.S.A.......
34. Posters.................................................
35. Chinese Advertising........................
36. 18}*^ cost New York Office..............
37. Special Tour Conductors Expenses.
38. Central Vermont Ry...........................

Total Increase

1930 1929 Increase Decrease

$ eta. $ cts. 1 eta. $ eta.

209.655 33 244.112 64 34.457 31
102.C07 47 87,913 85 14,093 62

1,686 88 2.512 77 825 89
1,792 79 1.686 20 106 59

1,308 35 1,276 48 31 87
261.244 78 240,393 97 20.850 81

2.794 08 4,482 34 1.688 26
124.889 50 126,250 47 1,360 97

59,W>4 73 59.964 73
30,483 64 30,568 15 84 51
66,090 11 67,693 00 1.602 89
10,337 82 12.446 44 2,108 62
1,954 60 4.188 58 2,233 98

22,901 05 26,678 56 3.777 51
27,121 99 22,611 17 4,510 82
33,717 64 21,991 88 11,725 76
74,025 08 59.383 38 14.641 70
15.034 53 4.875 14 10,159 39
7.789 54 8.540 51 751 00

22,715 98 21.262 53 1,453 45
11.356 71 17.597 56 6.240 85
38,498 89 40.641 73 2.142 84
67.578 98 55,493 56 12,085 42

1,113 42 1,113 42
3,813 25 3.813 25

7.402 61 15.060 54 7,657 93
13.433 67 15.034 41 1.600 74
8.345 72 7,587 65 758 07

70,234 50 66.865 72 3,368 78
122.792 50 124.918 43 2,125 93

1.845 00 1,845 00
834 50 834 50

4.801 89 4,801 89
4,600 25 4,600 25

595 88 595 88
53,497 09 53.497 09

1.863 93 1,863 93
27,255 98 32,431 95 5,175 87

1,452,489 26 1,429,390 94 161,824 82 138,726 50

23,098 32

Mr. Geary: I would like also to have a list of your insurance and the 
companies that are carried, and the amounts.

Sir Henry Thornton: We can give you that quite easily. I might just 
answer the general question by saying that most of the insurance is carried by 
our own insurance fund. We will make a note of that question.

The Chairman: I think it would be quite illuminating if we had Sir Henry 
give you a short resume of the insurance position. It is quite interesting and 
one that I would like the committee to hear.

Mr. Hanson : You mean at this time?
The Chairman: I do not care whether it comes now or not, but it is well 

worth having five minutes spent on.
Sir Henry Thornton: I can give that, in just a few minutes.
When this administration took charge of the combined Canadian National 

properties we were paying, as I recall it about $1,000.000 in premiums to various 
insurance companies and after 1923 the decision was reached that the railway 
company should establish its own insurance department and do its own insuring, 
on the theory that if we did two things, first, paid into our own department 
the same premium as we had previously paid to outside insurance companies
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and at the same time organize the department and pursue a reduction in fire 
loss through the introduction of proper fire protection and through proper inspec
tion, that we could eventually build up an insurance fund which would meet 
the annual fire losses.

Mr. Heaps: Is this, Sir Henry, only referring to fire insurance.
Sir Henry Thornton: Yes. Now, this has been the result: the reserve 

fund of fire and marine insurance-^-has improved during 1930. and the total 
reserve as of December 31, 1930, is represented at $14,470,000. In other words, 
we have built up a reserve insurance fund of substantially fourteen and one- 
half million dollars.

Mr. Heaps: For how many years is that, Sir Henry.
Sir Henry Thornton: Since 1923. It is within the last eight years. That 

is the result of eight years accumulation.
Mr. Cantley: Sir Henry, you referred to marine insurance. I take it 

that refers to the boats in the service of the Canadian National Railways, not 
the Canadian Merchant Marine. Is that correct.

Sir Henry Thornton: The fourteen and a half million includes the 
Merchant Marine Service.

Mr. Cantley: It includes both?
Sir Henry Thornton: Yes. It is allocated as follows: Ten and a half 

million to what is known as land sendees, Canadian National system ; three 
and a half million to the Canadian National Steamships, and $353,000 to the 
Canadian National West Indies Service, totalling approximately fourteen and 
a half million dollars.

Mr. Cantley: You have some boats on the Pacific coast.
Sir Henry Thornton: Yes, those we propose to insure outside.
Mr. Heaps: What loss, Sir Henry, have you had in that same period.
Sir Henry Thornton: $715,000 fire losses; marine losses $516,000, total 

$1,231,000. The increase in fire losses was due principally to the destruction by 
fire of our dock at Vancouver and the freight shed at Mission, Ontario. The 
dock at Vancouver at the time of the fire had not been turned over to us by 
the contractor. The result was that we did not have to shoulder the total 
loss, this being taken care of by the Underwriters. The same situation is more 
or less true at Mission; but that represented the fire losses for 1930. That was 
a fairly heavy year.

Mr. Heaps: Is the company thinking of extending that form of insurance 
to other branches of the service?

Sir Henry Thornton: In what respect.
Mr. Heaps: Well, compensation and so on.
Sir Henry Thornton: Well, that is under examination but we have not 

come to any conclusion with respect to what we should do with it.
I would like to say that this fourteen and one-half millions I mentioned is 

invested in securities ; most of them are Canadian Government securities, which 
are kept in a separate fund for the benefit of the insurance fund itself.

Mr. Geary: That fourteen and a half million dollars is cash practically.
Sir Henry Thornton: Yes.
Mr. Geary: Has that been built up simply by allotting to that branch 

the ordinary underwriters’s rate.
Sir Henry Thornton: That is right.
Mr. Geary: No Capital sum put in to start with.
Sir Henry Thornton: Oh, no.
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Mr. Geary: And it has increased then to that extent from the premiums 
themselves over and above the fire losses.

Sir Henry Thornton: Except, I think, that we started off with a fund 
of about $2,150,000 which the old Grand Trunk had. That was a fund which 
the former Grand Trunk had built up, and that was incorporated in the 
insurance fund.

Hon. Mr. Manion : Did not you tell me at one time—I just want it 
brought out if it is true, and I think it is—that you have really reduced your 
charges, your underwriting charges, so to speak, as compared with what you 
charged initially?

Sir Henry Thornton: Last year we made a reduction in our charges 
on account of insurance because we had this fund to build up. It represented 
the thrift of previous years, and we thought in view of the present condition 
of earnings, and so on, that we were justified in taking advantage of the 
prudence of previous years.

Mr. Hanson: And the result of your experience.
Hon. Mr. Manion: They felt they were safe. Could you give in round 

figures the insurance you carry outside your fund? I just want to have it 
on the record. I may say that, in my opinion, one of the most pleasing things 
I have run across is the way that insurance fund has been built up and 
established.

Sir Henry Thornton: Well it has been a very satisfactory experiment.
Mr. McGibbon: What about the amount of insurance running as com

pared with seven years ago. ,
Sir Henry Thornton: You mean the amount of outside insurance?
Mr. McGibbon: No, the amount carried on your own properties.
Sir Henry Thornton: I think we can get that in a minute. The total 

amount that we are insured for in the insurance fund is $391,500,000.
Mr. McGibbon: How7 do your premiums compare now with what they 

did seven years ago.
Sir Henry Thornton: I do not think I can give that off-hand; but my 

recollection is that in 1922 we paid something like $1,000,000 to outside com
panies as a matter of premium. Now we continue to pay that same amount 
into our own fund, and as a result of that—

Mr. Geary: Not the same amount.
Sir Henry Thornton: Yes, the same amount, I mean at the same 

premium rates. That is the way we built up this fund, by paying to ourselves 
the money which we previously paid in premiums to outside companies.

Mr. Ge\ry: Well at that point, Sir Henry, in 1922 your premium pay
ments to outside companies would be $1,000,000.

Sir Henry Thornton: Roughly that.
Mr. Geary: With your increase in buildings, and that sort of thing, would 

you not to-day pay a greater premium than $1,000,000?
Sir Henry Thornton : Yes, of course our railway premium in 1929 was 

$1,685,000; in 1930 it was $810,000. Last year we had a couple of very 
unfortunate fires, but we have been pretty steadily reducing our fire losses.

Mr. Geary: No, but your property covered has increased.
Sir Henry Thornton: That may be.
Mr. McGibbon: In other words, it is just a bulk insurance you take cn 

the whole thing.
Sir Henry Thornton : That is it.
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Mr. Heaps: You had been paying out $1,000,000 a year, and then you 
commenced paying into your own insurance fund. Taking the interest that 
that $14,000,000 would bear you will probably be able to carry the insurance 
on your property withou paying any premiums at all.

Sir Henry Thornton: That is just exactly where we are getting.
Mr. Geary: But if the earthquake zone moved from San Francisco to 

Vancouver.
Sir Henry Thornton : Of course, we may have an earthquake or a serious 

conflagration at any time.
Mr. Hanson: The safety of your position is the wide distribution of your

risk.
Sir Henry Thornton: In 1929 we paid in premiums to outside companies 

$141,000 and in 1930 $245,000. Many railway companies have insurance funds. 
For instance, my recollection is that the Pennsylvania has an insurance fund 
which has a capital value of about $20,000,000. When they get to that point, 
which we are approaching now, they very often put out their large risks out
side to protect their own fund. They really reinsure against their own fund 
and usually get extraordinarily favourable rates for a thing of that kind.

Mr. Geary: Is your investment in outside companies like the Toronto 
terminals covered by your own insurance fund.

Mr. McLaren: That is carried in an outside company and charged against 
the expenses of the Toronto Terminals.

Mr. Kennedy: I understood you to say you were paying about $1,000,000 
a year in 1922 to outside companies.

Sir Henry Thornton: That is just my recollection, from memory.
Mr. Kennedy: What I was wondering was, if you started with a little over 

$2,000,000 of reserve taken over from the Grand Trunk Railway and you are 
paying into your own fund $1,000,000 for about eight years, how did you get up 
to $14,000,000.

Sir Henry Thornton: That money was invested in I think, 5 per cent 
bonds. It has been drawing an interest rate of 5 per cent on the investment 
each year. It has a compounding interest.

Mr. Kennedy: The losses must have been very small.
Sir Henry Thornton : Yes, they were quite small up until as I say, last 

year when we had some pretty heavy marine losses and some pretty bad fire 
losses.

Mr. Geary: I should not think you are very strong in reserve on account of 
marine losses. That is a pretty heavy rate. You have increased your adver
tising last year.

Sir Henry Thornton: By $23,000. The detail of it I have handed in. 
Are there any further questions. If not shall we proceed.

Mr. Kennedy: I think I asked you something about the colonization branch.
Sir Henry Thornton: Oh, yes. Our expenses on account of colonization, 

agriculture and natural resources last year were $546,000, a decrease of $45,000 
as compared with the previous year.

Mr. Kennedy: Well, what are they doing, most by advising settlers to 
move from one part of the country to the other?

Sir Henry Thornton: Most of our colonization efforts are towards bring
ing in families who have themselves a certain amount of capital, which has been 
fixed upon, and settling them on the land. Of course, everybody knows that 
immigration has been considerably reduced in the last year or so.



138 SELECT STANDING COMMITTEE

Mr. Kennedy: A lot of the farmers in the west think that you might as 
well be employed putting them back in the city instead of putting them on 
the land under present conditions.

Sir Henry Thornton: Personally I do not agree with that. I do not think 
there is any useful purpose to be served in driving people to the cities to-day.

Mr. Hanson: Mr. Black, your director, is here and I think it would be 
most interesting and illuminating if we could have a short statement from him 
as to just what they are doing.

Sir Henry Thornton: Dr. Black is the director of colonization.
Dr. Black: On this question of colonization, of course, it is well known 

that Canada is not interested in getting any number of new people into the 
Dominion at the present time. What the gentleman has just said in regard to 
the opinion of the farmers in Western Canada—

Mr. Kennedy: Some of them.
Dr. Black: Some of them, yes, of course is being recognized, and it is not 

only being recognized, but insofar as it appears to be in the public interest I 
believe that the policy of the railways, and of the department for that matter— 
although I am not here to speak for any other institution but our own—is being 
guided accordingly.

I think it is being recognized to-day by all of us that in view of the present 
conditions to which you have referred, Sir Henry, about bringing people to the 
cities, it would be better for a lot of people now in the cities if they were some
where where they could contribute to the production of the kind of food which 
they require for themselves, and just recently a plan has been worked out 
whereby the federal department of immigration and the Immigration Depart
ment of the two railways are coordinating their activities to that end.

Now, I want to point this out to you in connection with the expense that 
has been incurred in connection with our effort, that we have been identified 
with the coming to Canada of quite a few people, agricultural people within 
recent times, people coming from other land settlements in order to increase the 
density of population on the land adjacent to our railroad. That has gone on 
very well in good times, but when times change, as they have in the last year, 
it does not seem justified to quite the same extent. But here is a feature of it 
which we are obliged to deal with at the present time, and which is responsible 
for a certain amount of expense. We have had a good many people coming to 
Canada in the last five years who have not attempted to settle on farms of their 
own immediately. That is to say, we have settled last year a great many 
families which have come here; this year we have assisted in the settlement of 
a great many families on land in Western Canada who were here before; and 
up to the 1st of June, I may say we actually had assisted 1,011 families this 
year in getting established on the land in Canada, and that included not only 
families in Western Canada who were here before, but it included some families 
which had come from the United States, although quite a number were those who 
formerly had lived in the Province of Quebec and had returned to parts of 
Quebec where they can settle on land and to parts of Ontario and parts of 
Western Canada.

No one has gone to settle on the land in Ontario for the purpose of making 
money, but rather for the purpose of establishing themselves where they will 
ultimately have a home and be able to take care of themselves.

I do not know of any responsible colonization man to-day who desires to 
increase immigration for the purpose of increasing the problem so far as produc
tion is concerned. We all realize that the people who came to this country came 
for the purpose of establishing homes for themselves.
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I do not know that I have answered the question. There are many aspects 
of the situation, and if anyone would like them explained, I would be glad to
explain them as well as I can. „

Mr. Hanson : Mr. Black, what are you doing in the different provinces.
Mr. Black: I am glad that question has come up, because the situation 

is not the same really in any two districts of Canada. Me have one problem 
in British Columbia' where they will welcome a class of settlers that the 
Prairies do not want. Ontario also has another and different problem; and also 
they are different in New Brunswick and Nova Scotia.

‘ in New Brunswick and Nova Scotia they determined that they would 
assist certain colonists from the British Isles and from Scandinavian countries. 
None has been coming from France. There is not exactly an order, but a 
statement has been issued by each of these provinces that they will take 150 
families from selected European countries. There is also what is known as the 
New Brunswick family system, by which 150 British families may come there 
and be settled under à scheme which is very much the same as wdiat is known 
as the Three Thousand British Family Scheme, which applied to all Canada 
three years ago.

New Brunswick and Nova Scotia, and also Prince Edward Island, are three 
of the provinces of Canada which have not been entirely in accord with the 
sentiment of the West, and for their own reasons ; and in fact the immigration 
problem is about the same in the Maritime Provinces to-day as it was in other 
parts of Canada say five years ago; and these provinces are co-operating with 
the Federal Department of Immigration to promote immigration to the Mari
time Provinces, so long as they can be sure it means more settlers on farms; 
and thus is confined to settlers on the land.

The Chairman: Now we go on with the analysis, Mr. Fairweather.
Mr. Fairweather: Labour, Materials and Miscellaneous—
Mr. Hanson : Before you proceed, Mr. Fairweather, on the preceding 

page, page 10, Transportation Expenses. The expenses of conducting trans
portation in 1930 and 1929 were as follows.” Just what is meant by conducting 
transportation?

Mr. Fairweather: The details will be found on page 21 of the Annual 
Report.

Sir Henry Thornton : That represents briefly such items as are incurred 
through the actual movement of the traffic.

Mr. Hanson : Outside of the running of the trains themselves?
Sir Henry Thornton: Oh, all that is in it, trainmen and train supplies, 

all outside of maintenance.
Mr. Fairweather (Reading) :

—

Decrease

NetDue to Change 
in rate per Man 
Hour or Price of 

Material

Due to 
increase 

in
Quantity

Labour......................................
s

60,338 (Inc.) 
1,258,542

j
7,238,383
3.491,491

s
7.178.045
4,750,033Materials and Miscellaneous....................................................

Total....................................................................... 1,198,204 10,729,874 11,928,078

As indicative of the economies resulting from new equipment, the coal used in freight service per 
thousand gross ton miles was 118 pounds in 1930, as compared with 143 pounds in 1923. At the present 
price of coal, this economy represents a saving of approximately $2,200,000 per annum in the fuel bill of 
the Railway. The 1930 ration of 118 pounds per thousand gross ton miles compares with 121 pounds for 
all Class 1, U.S. Roads. Additional savings in Passenger and switching services, etc., would approximate 
$500,000, Or a total of approximately $2,700,000.
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Mr. McGibbon : How do you account for the decrease in coal consumption?
Mr. Fairweather: By the increased efficiency of our locomotives, burning 

less coal. That results from the application of economy devices to our locomo
tives, and from the very close scrutiny of the supervising officers of the way the 
coal is handled, from the time it is obtained until it is consumed. Our efficiency 
in the consumption of fuel is increasing steadily.

Mr. Hanson: At the same rate?
Mr. Fairweather: I can give it to you.
Mr. Kennedy: How do you account for the fact that you beat the work of 

the United States railways?
Mr. Fairweather: I think it is the result largely of more capable super

vision.
Sir Henry Thornton: Our locomotives have been built, I think, largely 

by the Kingston Locomotive Works, some by the Montreal Locomotive Works, 
and some in our own shops.

Mr. Geary: Is it your own school of engineering which devised these 
improvements?

Sir Henry Thornton : They are the result of the intelligence of the super
vising officers of the Engineering Department. That is a part of the ordinary 
day by day work of the mechanical department. I think in connection with 
that I might say that I think we have the best Chief Mechanical Engineer on 
the North American Continent.

Mr. Geary : You specify what you want in a locomotive, then, if you get 
it built by the Kingston Locomotive Company?

Sir Henry Thornton: Yes.
Mr. Geary: It is your design?
Sir Henry Thornton: Not mine personally, but that of the supervising 

officers.
Mr. McGibbon: Does that include the short hauls? Anyone who drives a 

motor knows that he will get more miles on a long run than he can on a short 
one.

Mr. Fairweather: That is true, and that is one of the things which has 
aided us. We were one of the first companies on this continent to establish long 
engine runs. We have engine runs up to 800 miles.

Years ago an engine was run only about 125 miles. We early realized the 
economy from extended runs that when the condition of the roadbed and of 
the equipment would permit of it we put in longer engine runs, and we now have 
engine runs up to 800 miles in length.

Mr. McGibbon : Due to the fact that the wheat crop, for example, is a 
long haul, increased a little from the year before, but the dropping off of the 
traffic was in your in transit and local stuff.

Mr. Fairweather: We are really talking about a highly technical thing. 
This unit of consumption of coal per thousand gross ton miles is a measure 
which takes into account these variations which have been spoken of, as well as 
it can be taken in by technicians.

To show that there has been steady improvement, if you will take the index 
of fuel consumption, starting in 1923 as 100; in 1924 it was 104-3; in 1925 it 
was 111-4; in 1920 it was 113-2; in 1927, 114-0; in 1928 it was 118-7; in 1929 
it was 116-8 and in 1930 it was 118-7.

Sir Henry Thornton : Showing progressive improvement in this one 
particular item.
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Mr. McGibbon: This may not be directly on the point, but how does the 
efficiency of a railway engine now compare with what it was?

Sir Henry Thornton : Speaking of the state of the art, the steam locomotive 
of ten or fifteen years ago had a fairly bad reputation; and electrification was 
travelling on its heels ; but like many other things, that excited in the minds of 
railway executive and mechanical officers a desire to see if something could not 
be done with the good old steam locomotive ; and progressively, in the last ten 
years, there has been concentrated effort to improve the efficiency of the steam 
locomotive, and that has reflected itself upon the position which we find to-day, 
with the result that the steam locomotive is as a machine much more efficient 
than it was several years ago.

Mr. Geary: Are you burning oil much now?
Sir Henry Thornton : The burning of oil is pretty much confined to British 

Columbia.
Mr. Fraser: You think your system is pretty well up in the forefront?
Sir Henry Thornton: We know it is.
Mr. Fairweather: (Reading) :

The principal Increases and Decreases, by Primary Accounts, follows:—

Principal Increases..........Oper. Joint Yds. and TermU. Dr.............................. $ 203,990
Injuries to Persons....................................................... 57,758

Principal Decreases........ Station Employees.......................
Yard Conductors and Brakemen
Yard Enginemen.........................
Fuel for Locos..............................
Train Enginemen.........................
Trainmen ....................................
Train Supplies and Expenses......
Loss and Damage Freight.........
Express Service............................

1,263,316 
989,410 
744,260 

3,459,683 
1,397,610 
1,399,806 

385,.548 
288,861 
554,669

Mr. Hanson : This question of station employees, I suppose, includes doing 
away with unprofitable stations?

Sir Henry Thornton : And reduction in forces in other operations.
Mr. Hanson: Could you tell me how many places have been closed? That 

is quite a burning question down in Nova Scotia and New Brunswick and creates 
a decided feeling in the communities. I do not question your right to do it.

Sir Henry Thornton: We have explored that field, and where we felt 
that stations could be closed without undue inconvience to the public they have 
been closed. Of course, ever)7 time you close a station, that particular com
munity does not welcome that idea.

Mr. Hanson : You have a status of earnings, however, upon which you 
base the decision, either to close or to keep it open?

Sir Henry Thornton : We have to take into consideration the general 
requirements of the community itself.

Mr. Fraser: I see your “ Loss and Damage ”— What was the amount 
of the loss in that respect?

Sir Henry Thornton: $872,000.
Mr. Fraser: That was a lot of money.
Sir Henry Thornton: That is a lot of money in itself, but you have to 

consider it in relation to the total. The total freight revenue was $163,000,000.
Mr. Fraser: What was the principal reason of those losses? What was 

the main reason?
Sir Henry Thornton: Perhaps Mr. MacLaren can answer that question.
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Mr. MacLaren: I believe a large percentage of it is due to concealed loss; 
that is shipments made by shippers arriving at the consignees’ premises, and 
found to be short.

Mr. Fraser : Pilfering?
Mr. MacLaren: Yes.
Mr. Hanson: I have in mind a wreck within the last few months which 

must have cost the railway $100,000 in freight damage alone, and the equipment 
I could not begin to estimate. Those are big losses.

Sir Henry Thornton: I think possibly the larger amount is not'found 
in one individual wreck, but through a small amount of claims originating on a 
number of shipments.

Reference was made to the size of the freight claim, which was about 
$800.000, and that you have to compare with the revenue from freight of 
$160,000,000 odd. A percentage of loss for freight claims on the Canadian 
National runs about what it is on other railways.

Mr. Hanson: It is a fortuitous circumstance.
Sir Henry Thornton: Sometimes you may have to pay a claim which it 

would not be good strategy to resist. You have to have some regard for busi
ness principles and policy. On the point here, the class 1 railways in the 
United States paid out, in relationship to their freight earnings, in 1929 7%0o 
of 1 per cent of their earnings. The Canadian National railways paid out 5%00 
of 1 per cent. Our figure for 1930 was 5%oo of 1 per cent. So that our record 
is better than that of the Class 1 railways in the United States.

Mr. Heaps: I would like to raise a certain question at another meeting, 
out of a question raised here to-day, as to the comparative quantity of grain 
shipped from Canadian and United States ports. From Canada it was much 
greater than I thought it was. I am wondering whether the management of 
the Canadian National Railways or the Committee here could find a little time 
for considering ways and means of equalizing the shipments between Canadian 
and American ports.

Sir Henry Thornton: I can say that if anyone can show us any way, by 
any co-operative movement, to retain a larger quantity of this traffic on our 
lines we will do so. It is a desirable thing to do, as it means more money ; but 
we have found that the routing of grain and the ports through which it moves is 
entirely determined by the shippers themselves.

If we can find any way to improve our position in that respect and increase 
the amount of Canadian grain passing through Canadian ports and over Cana
dian railways, whether it be by the Canadian Pacific Railway or ourselves does 
not matter, we will be glad to do anything we can to assist in that.

Mr. McGibbon: Does it not generally go, like water, by the easiest course?
Sir Henry Thornton: The availability of ocean tonnage and the ocean 

rate usually determine the port to which the grain goes.
Mr. Cantley: Is it not a fact that ocean liners out of New York have 

actually carried grain for nothing, or on occasions have paid a premium to 
get it? %

Mr. Burnap: They have sometimes taken it for ballast purposes.
Mr. Cantley: I have known cases where they have actually paid a 

premium for the purpose of getting it.
Mr. Geary: They have come over loaded and have to go back empty, and 

want ballast.
The Committee adjourned to Thursday, June 18, at 11 o’clock a.m.
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MINUTES OF PROCEEDINGS

Thursday, June 18, 1931.

The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m. Hon. Mr. Chaplin, the Chair
man, presided.

Members present: Messrs. Bell (St. Antoine), Bothwell, Cant ley, Chaplin, 
Euler. Fiset (Sir Eugene), Fraser (Cariboo), Hanbury, Heaps. Kennedy (Peace 
River), McGibbon, MacMillan (Saskatoon), Manion, Rogers, Stewart (Leth
bridge).

Sir Henry Thornton replied to questions asked yesterday, viz:
(1) Were all the steel rails ordered and delivered in 1930 put into the track?
(2) How many stations did the Canadian National Railways close during 

the year 1930?
(3) Railway ties purchased in New Brunswick, 1928. 1929 and 1930.
14) Railway ties on hand at December 31, 1928, 1929 and 1930.
(5) Comparison of Radio operating costs, 1924 to 1930.
The Committee resumed consideration at page 11 of an “ Analysis of 1930 

Results of Operation as Compared with 1929.”
By permission of the Committee, Mr. Hackett, M.P., asked some questions.
The Committee adjourned at 1 p.m. until 4 p.m.
The Committee re-assembled at 4 p.m.
Members present: Messrs. Bell (St. Antoine), Cantley, Chaplin, Euler, 

Fraser (Cariboo), Gobeil, Gray, Hanbury, Hanson (York-Sunbury), Heaps, 
Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), Manion, Rogers, 
Stewart (Lethbridge).

Sir Henry Thornton provided a supplementary answer to the one given at the 
morning sitting respecting the number of Canadian National Railways stations 
closed in 1931.

The Committee resumed consideration at page 17 of an “Analysis of 1930 
Results of Operation as Compared with 1929.”

The Committee adjourned at 5.35 p.m. until Tuesday, June 23, at 11 a.m.

JOHN T. DUN,
Clerk of the Committee.
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MINUTES OF EVIDENCE

House of Commons, Room 231.
Thursday, June 18, 1931.

The Select Standing Committee on Railways and Shipping met at 11 
o’clock a.m. Hon. J. D. Chaplin, Chairman, presiding.

The Chairman : Gentlemen, I have been delayed for a few minutes hop
ing that the Minister might come in, but we will proceed and clean up page 
11 on the analysis.

Sir Henry Thornton: I think first, Mr. Chairman, I had better give 
the answers to the questions that were asked yesterday.

Col. Cantley asked were all the steel rails, ordered and delivered in 1930,
put in the track. The answer is:

Gross Tons Purchased................................................ 145.243
Gross Tons Laid in Main Lines............................... 117,691
Carried in Stock, Dec. 31, 1930............................... 27,552

Mr. Hanson asked, how many stations did the Canadian National close 
during the year 1930. There were eight stations closed, as follows:—

Powel, Man, May 5, 1930.
Henrysburg, Que., April 2, 1930.
Noyan Junction, Que., Feb. 15, 1930.
Maitland, Ont., March 21, 1930.
Carlsbad Springs. Ont., March 11, 1930.
Blackpool, Ont., Nov. 5, 1930.
Seagrave, Ont., June 20, 1930.
Iberville Junction, Que., Dec. 3, 1930.

And the date is given of the closing of the stations.
Mr. Cantley : I thought that his enquiry referred not only to 1930 but 

also up until the present time, 1931.
Sir Henry Thornton: Well, that is the way we understood the question.
Mr. Cantley: That is my understanding of it.
Sir Henry Thornton : We were dealing with 1930 figures, and I assumed 

the question related to that.
Mr. Cantley : Well, that was my understanding of it.
The Chairman: Just enlarge the question so that the information is 

brought- up to the present time.
Mr. Cantley: There were more stations closed in 1931 than there were 

in 1930.
Sir Henry Thornton: They were all closed by the action of the Board 

of Railway Commissioners. However, that will be answered to-morrow, Col. 
Cantley. I cannot tell you just offhand.

Mr. Fraser asked the comparative price of ties in British Columbia for 
delivery in 1930 arid 1931. I will give that information if the committee 
wishes it, and Mr. Fraser wishes it.

The Chairman: There is just one thing that I want to call the commit
tee’s attention to, that the rule laid down by the committees in the past has 
been this, that present contracts have not any right to be enquired into. It
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may be detrimental to the interests of the road. Now, if the President of the 
road feels that giving out that information is a detriment then it should not 
be given.

Sir Henry Thornton: Well, I think it is objectionable in this case 
although I would not have the slightest objection to giving it to Mr. Fraser 
privately if it would satisfy him. It would result in a comparison between 
the price paid for ties in one part of the country as compared with others, and 
there will be an immediate effort made to increase the price of ties unduly, 
and all that sort of thing. I think it is detrimental to the interests of the 
country to give out that information publicly, but I should have no hesitation 
in giving it to Mr. Fraser privately if he would like to have it, and if that 
would satisfy him.

Mr. Fraser: I cannot object to your opinion, Sir Henry. I would have 
to defer to what your opinion is and accept any information you would give 
me. As a matter of fact, it is not of any interest to me to give it to me 
privately. I would rather not have it privately because I would get into 
trouble some day by letting out something that you would not want me to 
let out.

Sir Henry Thornton: Well, I am willing to take a chance on you.
Mr. Fraser: Give us what information you care to file.
The Chairman : I think the principle is pretty sound in not giving out 

an information regarding current contracts.
Mr. Heaps: Is that your ruling, Mr. Chairman?
The Chairman: Absolutely.
Sir Henry Thornton: Mr. Hanson asked the same question, or substan

tially the same question, the comparative prices of ties bought in New Bruns
wick for 1930-31, and what I have said with respect to the previous question 
applies to that.

Mr. Hanbury asked the average price for coal in the different districts for 
the last two years, and that again is in precisely the same category, and I 
would rather not give that information.

Mr. Hanson asked for a statement showing the ties purchased and delivered 
in New Brunswick for each of the three vears 1928, 1939 and 1930. and the 
answer is: 1928. 1,320,972; 1929, 1.514.900; 1930. (309.766. I will pass that 
over to the official reporter.

Mr. Hanson asked for a statement of ties on hand at December 31, 1928. 
1929 and 1930. The answer is: 1928. 7,332.036; 1929, 11,121.995; 1930. 
11,729,917. I will hand that to the official reporter.

Colonel Geary asked for a comparison of operating costs radio, 1924 to 
date. The answer is: —

1923 ......................................................................................................................... $ 10.146 mJ
1924 ......................................................................................................................... 122,400 01
1923........................................................................................................................... 240,686 49
1926 ........................................................................................................................... 253,062 51
1927 ....................................................................................... *. .......................... 285,604 30
1928 ......................................................................................................................... 317.278 88
1929 ......................................................................................................................... 441.082 00
1930 ......................................................................................................................... 420.028 17

And I will hand that to the official reporter.
Mr. McGibbon: Just on that point, Sir Henry, could you tell us where 

you buy your radio equipment.
Sir Henry Thornton : Is there anyone here who can answer that question'.’ 

Do you know, Mr. Vaughan?
Mr. Vaughan : From different sources. We use different types of radios. 

They are all bought in the open market with the best po-sible discounts.
i
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Mr. McGibbon: Do you buy them wholesale or retail?
Mr. Vaughan : Wholesale.
Mr. McGibbon : From the manufacturer-?
Mr. Vaughan : Largely, yes.
Mr. McGibbon : Probably you can give us their namc<?
Mr. Vaughan: There is the Northern Electric, the Majestic—
Mr. McGibbon: You need not do it to-day.
Sir Henry Thornton : Is that a question you want answered, Dr. 

McGibbon’
Mr. McGibbon: Yes.
Sir Henry Thornton : Will you make a note of that. Mr. Vaughan?
Mr. Vaughan : Yes.
Sir Henry Thornton : Shall we proceed now?
The Chairman : Yes.
Mr. McGibbon : There is a question I asked yesterday with regard to the 

enormous amount spent on wreckage and injuries to persons in 1929, as com
pared with the Canadian Pacific Railway. In looking over the comparative 
statement I find that there is an increase in the National Railways of over 
$200,000, the figures for clearing wreckage being $399,000 against $159,000, and 
to injured persons $860,000 against $527,000. It struck me that possibly there 
might be some explanation.

Sir Henry Thornton: Well, I think Mr. Fdirweather has some figures 
that will answer that question.

Mr. Fairweather: I have a comparison here of the expenses clearing 
wrecks, and damage to freight, injuries to persons on the C.P.R. and Canadian 
National from 1925 to 1929.

In making a comparison of those figures it must be understood that in the 
Canadian National you are dealing with a system about some 21,000 route 
miles in extent, and on the C.P.R. about 14,500 route miles and, of course, that 
has a distinct bearing upon the comparison.

Under the item of clearing wrecks, we appear in the Canadian National to 
be consistently higher than the Canadian Pacific. That is quite true. The 
figures are:—

Canadian National Canadian Pacific
11)25................................................................................................ *399.000 *135.000
1026................................................................................................ 403,000 130,000
1927 ................................................................................................ 400.000 104.000
1928 ................................................................................................ 531,000 147,000
1929 ................................................................................................ 309.000 159.000

which latter figures are those which Mr. McGibbon quoted.
The explanation of that, re a certain extent, lies in the increased mileage 

of the Canadian National. But these amounts must really all be viewed in 
total, and when you come to loss and damge freight you find that on loss and 
damage freight the Canadian National has a somewhat better performance 
than the Canadian Pacific. I will not quote the gross figures, although I have 
them here; but I will express them as percentages of the freight revenue, because 
that Ls what they are best comparable with, and I find this, that in 1925 tho 
percentage of Canatlian National loss and damage freight is • 535 of 1 per cent. 

1 he Canadian Pacific was -632 of 1 per cent. That is, they were considerably 
higher than the Canadian National.

The next year, 1926, the loss and damage freight on the Canadian National 
was -479 of 1 per cent. On the Canadian Pacific it was -551 of 1 per cent.

In 1927 the Canadian Pacific practically equalled us. Ours was -538 and 
theirs -526.
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In 1928 the figures were identical, -516.
In 1929 the Canadian National stood at -531 and the Canadian Pacific 

at -605.
A similar comparison shows that both Canadian roads are better than the 

average class I United States roads. The figures for the United States roads 
in 1929 were -75 per cent.

Sir Henry Thornton: The point there is that both Canadian roads were 
better than the best American railways with respect to their particular item.

Mr. Fairweather: Now, when you come to injuries to persons you find 
there a close parallel between the two systems. If you adjust for the differ
ence in mileage in the Canadian National you find that the Canadian National 
is on a very comparable basis to the Canadian Pacific.

Mr. Cantley: Train mileage would be the basis there not railway
mileage.

Mr. Fairweather: Train mileage would be the proper basis.
Mr. McGibbon: Do I understand you to say the two roads were equal?
Mr. Fairweather: I would say that would be a fair statement. And, 

further, that taking all the accounts together, as nearly as I can see the situa
tion is this: The Canadian National has an advantage on one count and the 
Canadian Pacific on another count ; but taking them by and large they are 
of equal efficiency in this regard and are better than the Class I roads in the 
United States. I have figures of comparison here in connection with the Class 
I roads in the United States, but I will not burden the committee with them.

Sir Henry Thornton: Shall we proceed.
The Chairman: Yes.
Mr. Fairweather: Commencing at page 11, Miscellaneous Expenses.
A comparison of Expenses for Miscellaneous Operations for 1930 with 

1929 follows:—
1030................................................................................................... $ 2.235.525
1029................................................................................................... 2.403.141

Decrease........................................................................................... $ 167,616 or 7 0%

This decrease was principally on account of a reduction in Expenses of 
Dining and Buffet Service of $148,879, due to decreased service.

General Expenses in 1930 and 1929 compared as follows:—
1930................................................................................................... $ 7.696.385
1029................................................................................................................................................................................. 7.184,738

Increase............................................................................................$ 511.647 or 71%

The chief increase was Pensions $440,299. There were 2.276 ex-employees 
on the Pension roll at the end of 1930.

Mr. Fraser: Could we have some information with regard to pensions? 
What is the general scheme of pensions? What is the general layout with 
regard to pensions.

Sir Henry Thornton: There is a complete and somewhat exhaustive 
statement of the Pension and Relief Department.

Mr. Fraser: Well, might I ask, is it a contributing system.
Mr. Fairweather: Well, there are a number of pension systems on the 

Canadian National. There is, in the first case with regard to employees of 
the Canadian Government railways a contributory system.

An Hon. Member: I understand these are inherited systems.
Mr. Fairweather: That was initiated at the time when the Intercolonial 

railway was directly operated by the government. Then there is on the Grand 
Trunk a contributory scheme.

i
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Sir Eugene Fiset: Has that fund of the Intercolonial been transferred 
to the Canadian National, or is it still handled by the Department.

Mr. McLaren : The Grand Trunk superannuation fund is still continued 
by the Canadian National.

Mr. Fairweather: Then with regard to the Grand Trunk there was a 
superannuation scheme which was contributory. That scheme has been closed 
out in the sense that no new members are admitted to it. Existing members 
continue to pay and their pensions are fixed by that scheme.

Hon. Mr. Euler: All new employees come under the general scheme of 
the Canadian National.

Mr. Fairweather: Yes, sir.
Sir Eugene Fiset: I understood that they had the right to elect to join 

the new pension scheme or remain under the old one.
Mr. Fairweather: They had that privilege. Then there is the general 

non-contributory scheme of the Canadian National. That was modernized, I 
believe, last year was it not, Sir Henry?

Sir Henry Thornton: I believe so.
Mr. Fairweather: And applies to all employees of the Canadian National 

who are not either under the Canadian Government railway pension or under 
the Grand Trunk superannuation.

Hon. Mr. Euler: Is that the system now on the Canadian National under 
which all new employees come?

Sir Henry Thornton: Yes.
Mr. Fairweather: We have a little pamphlet here, Rules and Regulations 

for Pension Fund.
Sir Henry Thornton : Would it be of interest to you to have copies of that 

distributed amongst members of the committee?
The Chairman : I think it would be well to have a copy of that delivered 

to each member of the committee.
Sir Henry Thornton: I believe that an examination of the pamphlet will 

pretty well answer the question.
Mr. Fraser: Let me ask this, Sir Henry : Are the pensioners on the Ameri

can lines under this system you have outlined here, or have you an entirely 
different system, or separate system for your American lines and your Canadian 
lines.

Sir Henry Thornton: It is all one.
Mr. Fraser: Well, now, could you tell me how many of your pensioners 

according to this you have given here who have been Canadian employees, are 
living at the present time and drawing their pension in the United States? The 
reason I am asking that, Sir Henry, is this: I have heard not only at one divi
sional point but at two divisional points in my district that what is happening 
is this, that some of the people who are working on the Canadian railways, on 
your Canadian system, have never become naturalized subjects of Canada, .and 
as soon as they get their pension they depart to the United States and get the 
benefit of the pension over there.

Sir Henry Thornton: I think the best way to answer that question—and 
I am speaking from memory, but I think the figures are accurate within a 
negligible percentage of error, we, of course do not know; take the whole of our 
personnel, we do not know exactly how many are Canadians, and how many 
are foreign citizens. To secure that information—in fact, I do not know whether 
it could be really accurately secured ; but the only way you could start to 
secure it would be to question each individual as to his 'ûtizenship, and about 
the time you asked the first question from the first man I think you will probably



148 SELECT STANDING COMMITTEE

find that all the rest of them will be Canadians. However, with respect to officers 
receiving $5,000 a year salary or more, there are about, as I recall it, fourteen 
or fifteen Canadians working on our lines in the United States, and there is some
thing like eleven or twelve of United States citizenship working in Canada.

Now, what the nationality of the brakemen and the conductors, or the 
enginemen, or the machinists or the track labourers may be, I haven’t any idea; 
but my guess would be—and I think I am right—that only a negligible propor
tion of the total staff of the Canadian National are of foreign citizenry.

Mr. Hanbvry: In Canada?
Sir Henry Thornton: In Canada. Of course, that is just my estimate, 

and you can easily see how difficult it would be to take a census of the whole 
railway and attempt to get accurate information.

Mr. Fraser: My object in asking the question was simply because of that 
criticism, that a lot of your pensioners.immediately depart to the United States 
and get their pension there, and it is "only fair to the Canadian National that 
the fact should be disclosed. That is the reason I asked the question.

Sir Henry Thornton: Well, I do not think it is a fact.
Mr. Heaps: I was going to ask, Sir Heprv, at what age the employees of 

the company are eligible for pension, and, secondly, how long a person had to 
be employed by the company before he is entitled to a pension.

Sir Henry Thornton: That will all be found in this pamphlet, which will 
be distributed, Mr. Heaps. The whole thing is there. Will that satisfy you, 
an examination of that pamphlet?

Hon. Mr. Euler: I would suggest that you just hit the high spots in con
nection with this question. I doubt very much whether the members of the 
committee will take the time to read that pamphlet.

Sir Evgene Fiset: I would like to have the questions answered by the 
president, because we have hundreds of questions come to us from different 
employees.

Mr. MacMillan: On numerous occasions I have men come to me in 
Saskatoon complaining about the American citizens who arc employed on the 
National Railways. I do not know anything about it. I have never bothered 
about it; but I have just received two letters to-day about the same thing. 
One of them reads, in part, as follows:—

“If you wish to delve into this matter you will find that our Cana
dian National Railways, especially in the Rolling Stock Department, is 
very much Americanized. In fact, you will find that a number 
of the American trainmen have been working for the system for a num
ber of years and have not even taken out naturalization papers.” 

I think it would be important if some information can be obtained.
Sir Henry Thornton: As a matter of fact, that was a question which 

the Minister and I discussed, oh, it must have been two or three weeks ago. 
I think, and he had had similar complaints. We discussed it and I said I did 
not know how we were going to get definite information on the subject. I can 
get it as far as the principal officers are concerned. That is simple, and I 
have just given you the answer in that respect,

The Chairman : Let me make a suggestion here. «A\ e are getting 
employees and pensions mixed up. It seems to me the question of pensions 
and who gets the pension can be very easily and readily determined because 
those pension cheques are sent to a certain place. It seems to me that if we 
get that information by itself that will clean up one side of it and you will 
have to take some other method to clean up the other. Let us get one thing at 
a time.
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Sir Henry Thornton : Mr. McLaren, is there any way that you could 
arrive at any information which would throw light upon that, from the resi
dence of the individual who gets his pension?

Mr. Cantley: Where you mail the pension cheque to?
Sir Henry Thornton: That is what I mean. For instance, if he lives 

at Rochester, New York, if his pension cheque is sent there, the assumption is 
that he is an American citizen, although he might not be.

Mr. Heaps: I know of many such cases. For example, in the city from 
which I come people born in this country, Canadian citizens, become eligible 
for pension, and they leave the city and go to either Victoria or Vancouver. 
To my mind, that will not determine the citizenship of the individual.

The Chairman: That is perfectly true. I think you will find that the 
number that are over there is very small. On the other hand, this will be quite 
satisfactory to the committee to know that is the worst it can be.

Sir Henry Thornton: Following up what Mr. Heaps has just said, we 
know quite a number of our pensioned employees have gone to California to 
live. We know they are Canadian citizens but they have elected to take their 
pension and go to live perhaps at Hollywood.

Mr. Hanbyry: They have reached that age?
Sir Henry Thornton: Possibly a tribute to their virility.
Mr. MacMillan: I do not think it makes a particle of difference where 

he goes; but I do think, to settle this question of the number of American 
people who are employed on the Canadian National, that some information 
might be obtained in that connection. I am not speaking from a critical point 
of view at all, but there are a number of people running about who are talking 
about the Canadian National Railways just in that connection, and it would 
be a good thing, I think, to have some information on that very point.

Sir Henry Thornton: Mr. Hungerford’s department probably employs 
more men than any other department, and I am just wondering whether he, 
from his general knowledge and experience, could throw any light upon the 
question that has been asked, just showing roughly what percentage of the 
employees of the Canadian National are of American citizenship.

Mr Hungerford: I cannot possibly answer that. I have no knowledge 
on which to base a statement. I do not think that there is any large number 
of American citizens employed in the Eastern provinces; but out West during 
the period when construction was very active it is a fact that a considerable 
number of American railwavmen came up there and got jobs, and I think that 
is really the explanation of what Mr. MacMillan speaks of.

Sir Henry Thornton: What happened was this, and it was quite obvious: 
When railway construction commenced in Canada—it really had its inception 
on a large scale with the construction of the Canadian Pacific—the railway 
industry of Canada did not embrace a very large number of experienced men, 
experienced in the profession, and quite naturally the Canadian railway authori
ties had to draw on the United States. As a matter of fact, Mr. Beattie is to
day the first President of the Canadian Pacific of native birth. Now, that was 
just a natural conclusion. None of the Grand Trunk officers, or certainly at 
least very few of them in that day went to work for the Canadian Pacific, and 
it is perfectly natural that when this large amount of railw'ay construction 
started that there should have been an almost necessitous inflow7 of American 
citizens for the purpose of assisting in the construction and operation of Cana
dian railways.

Hon. Mr. Euler: I do not think there is very much to be gained by tracing 
up pensioners wdio are living in the United States. Even though you do find that 
some of them are American citizens, you cannot do anything about it. Even
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a Canadian can go where he likes and spend his pension. But with regard to 
those who are now employed on the Canadian National in Canada it might 
possibly be well for the management to just let it be known that if any of 
them are foreigners they had better become Canadian citizens. And what is 
perhaps more practical still, would it not be possible for the management to 
ascertain before they engage a new employee, from now on, whether or not 
he is a Canadian citizen?

Sir Henry Thornton: That would be easy, I should think.
Hon. Mr. Eller: Yes, that would be quite easy.
Sir Henry Thornton: I will say very frankly that I think that is right. 

I believe that any individual who is in receipt of substantial emoluments from 
an enterprise in Canada, and particularly with respect to a state-owned railway, 
ought to become a citizen of that country. Now, if I may go so far, that is 
exactly the position which confronted me in England. I expected to spend the 
rest of my life in England. I had, incidentally, forfeited my American citizen
ship by going into the British army before the United States entered the war, 
and for three years I had no country, because I had not lived in England long 
enough, five years, to take out my citizenship papers. But I intended to live 
m England; I intended and expected to make my living in England, and I 
wanted to become a British subject, and as soon as my five years were up-^ 
and three days did not elapse after that five years were up—I took out my 
papers. The same thing applies to any other individual who gains his livelihood 
in a foreign country. He ought to join up and stop presenting a visitor’s card 
to the club. With that we are all of us, every officer of the company and cer
tainly the executive administration of the company, thoroughly in accord with 
that principle.

Hon. Mr. Euler: And then in future when new employees come on would 
it not be possible just to have them submit proof that they are Canadian citizens?

Sir Henry Thornton: No objection to that at all as far as we can carry 
it out practically.

Mr. Fraser: Primarily my question was not directed to the nationality of 
the pensioner at all. It was directed to the question of how many pensioners 
were living in the United States.

Sir Henry Thornton: I understand. Now, just after this discussion, 
briefly, gentlemen, what information do you want? What would you like us to 
try to get?

Mr. Fraser: Well, now, my question in the first place was simply how 
many of your pension cheques go to the United States irrespective of the 
nationality of the pensioner.

Sir Henry Thornton: We can get that.
Mr. Heaps: I was just wondering, Mr. Chairman, if that rule was carried 

cut, how it would affect Canadian workers on the lines in the United States.
Sir Henry Thornton : Well, of course, there again you get into a reciprocity 

situation. I suppose if you took a census of all of the Canadians who were 
working in the United States in responsible positions, and took a similar census 
here with respect to Americans, you would find that there was a very consider
able number of Canadians who were in very responsible and profitable positions 
in the States and the balance would be really against us.

Mr. Heaps: You are referring particularly to the lines operated by the 
system in the United States?

Sir Henry Thornton : In the United States. Of course, on the lines that 
we operate there the great bulk, necessarily, of the employees and officers are 
American citizens. It could not be otherwise. Just as I say in Canada the 
great bulk of our officers and employees are Canadian citizens.
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Mr. Heaps: What I am thinking of is this, Sir Henry: Say that we insist 
on this, that they become naturalized Canadians. We have probably in the 
United States on the lines owned and operated by the company a large number 
who are Canadian citizens and who might prefer to retain their Canadian 
citizenship, for which I would not blame them. If we insist on an American 
changing his nationality here we may be faced with a similar situation on our 
lines in the United States which might create a hardship.

Sir Henry Thornton: You might easily start up an international ques
tion and you might incite reprisals. There is no question about that.

Hon. Mr. Evler: A bit of moral persuasion would be enough.
Hon Mr. Manion : Is not that practically the law in the United States 

now. I think it is perfectly fair. Ap awful lot of people came back to 
Canada when conditions got bad in the United States, because a great number 
of concerns over there were dropping Canadian citizens.

Mr. Hanbury: That was not government policy, that was propaganda.
Sir Henry Thornton: Well, it worked out that way, I rather think. 

Just tell us what questions you would like answered. We have got one and if 
there are any others, we will try and get the information.

Mr. Fraser: When you are on that question, what percentage of your 
total employees are employed on American roads properly in your American 
system.

Sir Henry Thornton: We can get that, but we have not got it here. 
You would like the number of employees on the payrolls, the number not only 
on the payrolls of the Canadian National in Canada but the number that arc 
on the payrolls of our American lines.

Mr. Fraser: That is the question.
Sir Henry Thornton: We can get that.
Mr. Cantley: Sir Henry, there were 2,276 pensioners, the average pen

sion working out at less than $200 per year.
Sir Henry Thornton: I think we can get that for you.
Mr. McLaren : The average pension is $641.06.
Mr. Cantley : Well, the average increase this last year was about $193.
Hon. Mr. Evler: Does that include all the executives and others?
Mr. Fairweather: That 2,276 was the total number of employees on the 

pension rolls at the end of 1930.
Mr. Fraser: And the $440,000 is the increase, not the total?
Mr. Fairweather: Not the total.
Mr. McLaren : The total of the pensions including Eastern lines is 

$2,158,117.16.
Hon Mr. Euler: What is the number of pensioners?
Mr. McLaren: The number of pensioners at December 31, 1930 was 3,380.
Hon. Mr. Evler : What is the retiring age?
Mr. 1 baser: How is it that figure does not correspond with what you 

have here?
Mr. McLaren: That includes Eastern Lines and Central Vermont rail

ways. I will give you the breakdown. The Canadian National including the 
Grand Trunk Western is 2,035; Canadian Government Railways 1,296; Central 
Vermont 49; total 3,380.

Mr. Both well: What proportion of them would be contributory?
Mr. McLaren : I he total number under the contributory arrangement 

is 1,296.
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Hon. Mr. Euler: Wlmt is the retiring age, and is it the same in all the 
pension systems?

Sir Henry Thornton: I do not think it is the same.
Mr. McLaren : 1 believe it is GO on the C.G.R. and 65 on the balance of

the Canadian National system.
Hon. Mr. Euler: Is that under your standard system, 60 years?
Mr. McLaren: 65.
Hon. Mr. Euler: Under the system you are working under now.
Mr. McLaren: Under the Grand Trunk superannuation, they may, if 

they so desires, take superannuation at the age of 55.
Mr. Heaps: Could you tell us. Sir Henry, out of the total amount what 

the cost is to the system for pensions each year?
Sir Henry Thornton: What is that again?
Mr. Heaps: Out of the total amount paid out each year, you are receiving 

certain contributions, what is the net amount of the cost of pensions to the 
system?

Mr. McLaren : The net amount is the figure I have just given, $2,158.-
1,17.16.

Hr. Heaps: Well, that is the net amount, in addition to that, to the actual 
amount of pensions being paid, to be added to the amount that is contributed.

Mr. McLaren : Right. That is the amount that is charged to the railway.
Sir Henry Thornton: The figure Mr. McLaren has given represents 

the figure charged to the railway expenses.
Mr. McLaren : Perhaps I can answer Mr. Heaps’s question this way: 

The average pension is $641, and of that there is charged to the railway $557. 
The balance of it is contributed by the employees.

Mr. Frases: I may have missed something, or it might be very hard to 
get it into my head, but I cannot yet understand that total of 2,276 employees 
tinder your pension scheme, and still this gentleman reads out the number as 
3,300.

Sir Henry Thornton: Mr. Fairweather will answer that question.
Mr. Fairweather: In the first part of this pamphlet it is explained that 

the analysis is the analysis of the annual report of the Canadian National 
exclusive of the Eastern lines. The Eastern Lines are shown at the back. This 
figure of 2,276 relates to the Canadian National.

Mr. Fraser: Not to the American lines.
Mr. Fairweather: Oh, yes, it includes the American lines but it does not 

include the Eastern lines.
Mr. Fraser: Well, what are the Eastern lines.
Mr. Fairweather: That is the difference between the figure here and the 

figure that Mr. McLaren gave.
Mr. Fraser: But what are the Eastern lines.
Mr. McLaren: The Canadian National, apart ffom the Eastern lines- 

expense for pensions for the year 1930 was $1,507,377.20. For the Eastern lines 
it was $650,739.96.

Sir Henry Thornton: You want to find out the division lines between the 
East and the West.

Mr. Fairweather: The division line is at Levis. Technically it is called 
Diamond Junction, but it is at Levis.

Sir Eugene Fiset: But the Eastern division begins at Riviere du Loup.
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Mr. Fairweather: That is the Atlantic Region. The Eastern lines start
at Levis.

Sir Eugene Fiset: There is a difference between the Eastern division and 
the Eastern lines. The Eastern division begins at Riviere du Loup and the 
Eastern lines begin at Diamond Junction.

Sir Henry Thornton: That is right.
Mr. Fraser: Practically it is the Maritime lines then.
Sir Henry Thornton: Yes. Now, have we got you cleared up, Mr. 

Fraser.
Mr. Fraser : Yes, thank you. I have got some information anyway.
Sir Henry Thornton : Well, if you have not got all you want we will try

to get it.
Mr. Fairweather: Transportation for Investment—(Credit) represents 

the cost of transportation service incurred in moving men and materials required 
for railway construction on capital account, which expense is credited to Operat
ing Expenses and charged to Capital.

A comparison of 1930 and 1929 follows:—
1930—Credit.  ............................................................................. $1,360,199
1929—Credit.................................................................................. 1.963,044

Decrease—Credit ....................................................................... $ 602.845 or 30-7%

This decrease is due to the decrease in Branch Line construction and 
decreased relaying rail-and ballasting.

TAXES, MISCELLANEOUS OPERATIONS, NON-OPERATING INCOME 
AND DEDUCTIONS FROM GROSS INCOME

The remaining items of Income and Expense, as shown on page 17 of the 
Annual Report may be classified into four groups. The first of these groups 
is composed of railway taxes and uncollectible railway revenue ; the second, 
under the name of Miscellaneous Operations, has to do with the Hotels ; the third 
shows rents receivable, profit on separately operated properties, dividend income 
and such like items; the fourth shows rents payable, losses on separately 
operated properties, miscellaneous charges and interest. These groups lead pro
gressively to totals showing railway operating income, total operating income, 
gross income and net income.

The main item of the first group is Railway Tax Accruals. Railway taxes 
show an increase in 1930 over 1929 of $361,934. Taxes have shown a decided 
tendency to increase from year to year. The increase of 1930 taxes over 1923 
amounts to $1,494,000. It might be well to point out too that this item does not 
include all taxes paid by the Railway, such as Hotels, Subsidiary Companies 
etc., thus, the total taxes accrued by the Canadian National Railways in 1930 
amounted to $6,519,708, whereas Railway Tax Accruals amounted to $5,694,012.

Hon. Mr. Euler: May I ask there, is it not a fact that the Canadian 
Pacific is exempt from taxation in some of the Prairie Provinces?

>ir Henry ri hornton : My recollection is—and I would like any officer 
who happens to know about it to correct me—that the main line of the Cana
dian Pacific in the prairie provinces from the time of its construction was 
exempted from taxation by law or by some statute that was passed at that time. 
Is that your understanding of it Mr. McLaren.

Mr. McLaren : I cannot say, Sir Henry.
Sir Henry Thornton: Is the tax commissioner here?
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Mr. Cantley: That was incorporated in the Charter of the company.
Sir Henry Thornton: Yes, I think that is substantially correct, but I am 

only speaking from memory. Do any of our officers who are present happen to 
have any knowledge of that? I could get our tax commissioner up. He does not 
happen to be here. However, I think you will find that is a fact.

Sir Eugene Fiset: So are certain lines of the Canadian National.
Sir Henry Thornton: Certainly, I do not deny that. I just simply 

answered the question that Mr. Euler asked.
Mr. Evler: 1 was just trying to get what difference that made relatively 

between the two systems.
Sir Henry Thornton: I am not sure that I have answered the questions 

that have been asked. If I have not, please ask some more. There are certain 
portion* of I think both railways that are exempt from taxation, and I suppose 
that when the railways were originally constructed that was one of the contri
butions of the state to secure transportation facilities.

Hon. Mr. Eller: It is hardly fair to the municipalities though.
Sir Henry Thornton: Well, in those days I dare say the municipalities 

welcomed the advent of the railway, and in other cases I think there would 
have been no municipality had there been no railway.

The Chairman: In many cases the municipality bonused railways too 
to get them.

Sir Henry Thornton: Oh, yes.
Mr. Fraser: I understand the total taxes paid bv the railway are 

$6,500,000.
Sir Henry Thornton: That is right.
Mr. Fraser: Is that in Canada only, or does that include your American 

taxes as well.
Sir Henry Thornton: That includes the American tax. It is the tax 

bill of the railway on the whole property.
Mr. Fraser: $6,500,000.
Sir Henry Thornton: Yes.
Mr. Hanbury: Would you make a general statement as to your insurance.
The Chairman: That was all gone into yesterday. It is on the record 

and we do not want to repeat it.
Mr. Fairweather: The hotel operations of the Canadian National are 

shown under the headings of revenues from, expenses of and taxes on Mis
cellaneous Operations. The hotels in 1929 incurred a loss of $1,091,053; in 
1930 the loss was reduced to $126,841, an improvement in the year of $964,212. 
This improvement is almost wholly due to the fact that 1929 expenses included 
non-recurring charges in connection with the renovation of the Chateau Lau
rier, and extraordinary maintenance incurred in the same year at the Fort 
Garry and MacDonald Hotels. It is satisfactory to note that hotel revenues 
in 1930 decreased less than 1 per cent from the 1929 figures.

Hon. Mr. Euler : Would I be in order to reverting back to the matter of 
taxes. I have a question here in connection with taxes. I am referring to the 
Canadian Pacific: —

“The terms were princely, for constructing some 1,900 miles of 
railway the syndicate were to be given free and complete the 710 miles 
under construction by the government, $25.000,000 in cash and $25,- 
000,000 acres of selected land in the fertile belt. They were promised 
exemption of taxes on land for 20 years after the patents were issued 
and on stock and other property forever, and exemption from régula-
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tion of rates until 10 per cent had been earned per annum on the capital. 
Assurance was also given that no competitive road would be chartered for 
20 years.”

Mr. Kennedy: What taxes are the railways subject to, municipalities 
and provincial governments?

Sir Henry Thornton : Oh, most everybody, I suppose you might say 
the bulk of it is the municipalities and the provinces, and of course, there is 
the gentle little sales tax that comes along.

Mr. Kennedy: Does this include the added cost of material due to the 
tariff.

Sir Henry Thornton : No.
Mr. Kennedy: I heard someone say in parliament the other day that the 

tariff was a tax.
Sir Henry Thornton: I suppose most everything is a tax.
Mr. Fairweather:
Non-operating Income in total showed an increase of $1,062,529. The 

principal items of increase are:—
Dividend Income............................................................................................$ 495,022
Income from Funded Securities................................................................. 281,040
Income from Unfunded Securities and Accounts................................. 251,470
Joint Facility Rent Income. ................................................................... 109,277
Income from Sinking and other Reserve Funds.................................. 106,667
Contributions from others............................................................................ 100,000

Dividend Income was swelled by special dividends from the Detroit Ter
minal Railroad of $400,000 and special dividends from the C. & W.I. Railway 
of $100,000. Income from Funded Securities increased as the result of the 
holdings of Northern Alberta Railways Bonds and Toronto Terminal Railway 
Bonds by the System. The increased income from Unfunded Securities and 
Accounts reflects the Unemployment Relief Act of 1931, under which interest 
payments accrued to the railway. The increased income from Sinking and 
other Reserve Funds reflects the growth of these funds. Contribution from 
others represents the amount due by the province of Manitoba in connection 
with the Flin Flon Branch in Manitoba.

The principal items of decrease are:—
Separately operated properties (profit)................................................ $ 198,596
Rent from work equipment........................................................................ 83,508

The latter item reflects the restricted volume of construction work. Separ
ately operated properties (profit) should properly be viewed with separately 
operated properties (loss), which will be found in the next group.

These two accounts record the operation of a number of enterprises car
ried on by the Canadian National Railways, but which are distinct from the 
steam railway operations. A complete schedule of them may be found in the 
Annual Report on pages 34 and 35, where each is marked with an asterisk. 
Included in these accounts there are 24 properties, of which number 12 are 
included in the item of separately operated properties (profit) and 12 in 
separately operated properties (loss).

The results of operations of all these properties, as reported in 1930, 
indicate a loss of $793,733, as contrasted with a profit of $273,707 in 1929. 
There is, therefore, a worse showing in separately operated properties to the 
extent of $1,087,440. Practically all of these enterprises suffered a severe 
reduction in revenues due to the general business depression. The principal 
decreases which go to make up the $1,067,440 are as follows:—

30105—2
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Decreate
Company 1930-1929

Northern Alberta Railways........................................................................$ 406,131
Can. Nat. Steamship Co. Ltd.................................................................... 472,105
Oshawa Rly. Co.................................................................................................... 92,934
Other Increases and Decreases—

Net Decrease................................................................................................. 96,270

$ 1,067,440

The poorer showing of the Northern Alberta Railways resulted from the 
extensive program of rehabilitation of the property.

The Canadian National Steamships covers the coastal operations on the 
Pacific Coast. Two new steamers were put in operation in the year, but 
too late to take full advantage of summer tourist traffic. Revenues increased 
$154,803. Expenses increased $633,163 on account of heavy maintenance to 
vessels and docks and the operation of the additional boats.

Mr. Kennedy: How much was spent on the rehabilitation of the Northern 
Alberta roads?

The Chairman: Let that stand as a question.
Sir Henry Thornton: I think we have got that right here, Mr. Chair

man.
Mr. Fairweather: The expenditures less retirements in the year appli

cable to capital account on the Northern Alberta railway totalled $2,500,000; 
$1,700,000 was new construction and Additions and Betterment totalled $795,000. 
That was distributed to right-of-way expenses, crossings, etc., $400,000, office, 
station and grounds $86,000; water-stations $4,000; bridges $10,000, and rolling 
stock $284,000.

Sir Henry Thornton: Does that answer your question, Mr. Kennedy?
Mr. Kennedy: Yes.
Mr. Fraser: Would this be the place to ask, Sir Henry, what the program 

is in that connection this year, expenses on the Northern Alberta Railway?
Sir Henry Thornton: That will be in the budget.
The Chairman: We will come to that in another place.
Mr. Fraser: Very well.
Sir Henry Thornton : Shall we proceed, Mr. Chaiman?
The Chairman: Yes.
Mr. Fairweather: The Oshawa Railway Company suffered particularly 

as a result of the slump in the automobile industry.
Deductions from Gross Income show an increase of $3,002,324. The

principal items of increase are:—
Interest on Funded Debt.................................................................................. (5,628,053
Separately Operated Properties (Loss)..................................................... 868,844
Joint Facility Rents............................................................................................ 501,189

The increase in interest on Funded Debt reflects the increase in capital 
issues, the principal items being:—

(18.000,000—5 per cent Equipment Notes "K”—dated June 1, 1929.. .. ( 343,264
60,000,000—5 per cent Bonds—Dated July 1, 1929............................................... 1,556,164
60,000.000—5 per cent Bonds—Dated October 1, 1929 ......................................... 2,488,510
18,000,000—5 per cent Bonds—Dated February 1, 1930.................................... 792,500
15,750,000—4J per cent Equipment Notes “L”—Dated June 1, 1930.. .. 391,781
50,000,000—4$ per cent Bonds—Dated June 15, 1930...................................... 1,195,975

(6.768,194

Hon. Mr. Euler: Was there any loss in the sale of these bonds? Did 
you sell at less than par, or was there a premium?

Sir Henry Thornton: We can give you that in just a second.
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An Hon. Member: I suppose these are all guaranteed by the government.
Sir Henry Thornton : The equipment bonds are not guaranteed.
Mr. F air weather: The issue made in June, 1930, of $50,000,000 was sold 

at a cost to the company of 4.93 per cent. I think that answers your question.
Hon. Mr. Euler: That was the discount.
Mr. Fairweather: It was the equivalent of 4.93 per cent.
Sir Henry Thornton: That is the yield. They sold at 97.31. I may say 

that, of course, those sales were made as the result of competitive bids.
Hon. Mr. Euler: Well, that is, they bore 5 per cent. They did not sell 

at a discount.
Mr. Fairweather: No, sir. The issue of February 1st 1930, we received 

5.12.
Hon. Mr. Euler: That was a premium.
Mr. Fairweather: I am sorry. There was a discount.
Hon. Mr. Euler: Your are paying 5 per cent.
Mr. Fairweather: Yes.
Mr. McLaren: $18.000,000 were sold, fifteen and a half million at 98.086, 

and two and a half million at 99.10.
Mr. Hanbury: Are those bonds callable?
Mr. Grant: The $60,000,000 bonds are callable, in twenty years.
Sir Henry Thornton: I think they all have a callable feature.
Mr. Grant: All the longer term bonds issued recently are callable.
Mr. Hanbury: Are they all payable in New York?
Mr. Grant: They are payable in Canada, New York, and London, Eng

land.
Mr. Kennedy: Does that mean that the holders elect where they will 

accept payment?
Mr. Grant: Yes. They are payable in Canada, New York and London, 

England.
Mr. Kennedy: According to the choice of the holder.
Mr. Grant: The holder of the bond has that option.
Mr. Fairweather: The balance of the change in this account, $1,140,141, 

is due principally to certain funded securities being retired during the year.
Separately operated properties (loss) has already been dealt with.
The principal items showing decreases are:—

Hire on Freight cars—Debit Balance..................................................... $3,160,137
Interest on Unfunded Debt.......................................................................... 652,576

The decrease in hire of freight cars was due to the greately decreased 
number of foreign cars received from connections on account of the business 
depression, also to the increased despatch given foreign equipment and to an 
increase in System owned equipment. The progressive improvement which has 
taken place in the Company’s Freight car equipment, through the replacement 
of obsolete cars with modern cars, has resulted in a substantial economy. The 
extent of this program may be seen from the following figures:—

1923
1924
1925
1926
1927
1928
1929
1930

Cars
New Care 
Purchased

Scrapped or Built
1,875 6,964
1,649 2,492
2,506 787
2,540 127
2,165 3,072
4,119 360
3,576 6,758
3,156 4,934

30105-21



158 SELECT STANDING COMMITTEE

The decrease of $652.576 in Interest on Unfunded De-bt is due to less tem
porary- financing in 1930 than in 1929.

Sir Eugene Fiset: Mr. Chairman, I wonder with regard to the floating of 
these bonds if the Government has ever taken into consideration the fact that 
they might float them themselves and advance the money direct from the 
treasury to the Canadian National in the form of a loan.

Hon. Mr. Manion: Well, as a matter of fact, the Canadian National 
when they do float their loans they are guaranteed by the government.

Sir Eugene Fiset: Not all.
Hon. Mr. Manion: Well, all those loans at the present time are guaran

teed by the government with the exception of the equipment loans, and before 
anything is done the matter is submitted to the government, so that the gov
ernment has full control of the matter.

Sir Henry Thornton: The government has complete control.
Sir Eugene Fiset: I notice in the Bill before the House at the present 

time that you go to an extreme in the way of security as far as the 
government is concerned. You have attached the form of loans which the 
Canadian National are bound to float and you have specified the time and so 
on, and so on of all these loans, and before they can be floated by the Cana
dian National they have to be approved by Order in Council. What is the differ
ence between the government taking the full responsibility of floating these 
bonds themselves and making an advance direct from the treasury to the 
Canadian National in the form of a loan.

Hon. Mr. Manion: I presume, as my friend, General Fiset suggests, that 
could be done. But, as a matter of fact, since the government guarantees the 
loan I do not think they would get any lower price for them, that is I do not 
think the Canadian National would get any lower price for them than if the 
government sold them themselves. And, in addition to that, it is the desire of 
the Department of Finance—and of course, this is really the business of the 
Minister of Finance and not the Minister of Railways—that the Canadian 
National Railways should act largely as if it were a private company. In other 
words, do its own financing with the guarantee and the backing of the govern
ment. That is the purpose at the present time of this Bill, or Bills. I do not 
think the price would be any lower. Mr. Grant, who is the financial Vice Presi
dent is here, and I would like to ask him what he thinks of the proposal of 
General Fiset.

Mr. Grant: Well, a Dominion of Canada Bond would command a better 
price than a Canadian National Rv. Guarantee Bond.

Hon. Mr. Manion: How much better?
Mr. Grant: About one-tenth of 1 per cent.
Mr. Heaps: Mr. Chairman, could we not have the figures for these fixed 

loans, which are mentioned here on this page, to show if there was any differ
ence in the price obtained by the railways and in the prices that were obtained 
by the government.

Sir Henry Thornton: Of course, you have got to remember this that the 
government and the Canadian National are both going into the money market 
for loans anad necessarily they have, to some extent, to keep out of each other’s 
way, that is to say, we have got to have some regard as to what is going to 
happen, as to what the condition of the market is, and what time the loan 
is coming out, and that is determined by the Minister of Finance in the gov
ernment. There is a general consultation. We act under the instructions of 
the government endeavouring, so far as possible, to handle our respective 
loans in that fashion which will be to the best advantage to each.
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The Chairman : If. for example, there is any doubt about the National 
Railways and the government getting into conflict, then the argument of the 
General is bound to be correct, that it is better for the government to handle 
the whole thing.

Hon. Mr. Manion: May I interject there, that the government advances 
money, or authorizes the railway to borrow at the bank until a suitable time 
arrives for the railway to borrow it.

Sir Eugene Fiset: These loans are made subject to the approval of the 
Privy Council. The reason why 1 am asking this question, sir, is this, that I 
noticed in your estimates this year. that you have provided simply for the 
necessary authorization for the Canadian National to float their own loans 
fully guaranteed by the Dominion Government subject to the authority of the 
Privy Council, and nowhere in that Act is there any provision for any direct 
advance from the Treasury to the company.

Hon. Mr. Manion : Yes, but it is being done all the time. I venture to 
say that at this moment the Canadian National owes the government quite 
a bit of money. Is that not so, Mr. Grant.

Mr. Grant: Yes.
Sir Eugene Fiset: The reason I am asking that is this, that in the form 

of your estimates last year the first vote provided in the estimates was 
advances from the Treasury. The second vote was loans from the public 
which the government guaranteed, and the third loans from the public without 
the guarantee and then temporary borrowings.

Hon. Mr. Manion: May I interject this also, that there is absolutely no 
change whatever from the usual practice. Is that not true, Mr. Grant? There 
is absolutely no change whatever, even with these two Bills that we have passed. 
It is simply doing it in a different form, but exactly the same thing will be done 
as has been done in the past.

Mr. Grant: The new Bill provides for temporary borrowings.
Hon. Mr. Manion: Is that not so, Mr. Grant, there will be no change what

ever in the vote at all.
Mr. Grant: No change whatever.
Sir Eugene Fiset: I am sorry, sir, but we have not seen the Bill which evi

dently Mr. Grant is discussing. The Bill which Mr. Grant is discussing at the 
present time is a different Bill, but in your Bill as far as it affects the Cana
dian National there is no provision whatever for direct borrowings from the 
Treasury.

Hon. Mr. Manion : There does not have to be, because they borrow from 
the Minister of Finance.

Mr. Grant: May I read the last paragraph of this Bill:—
“ Pending the issue and disposal of such guaranteed securities, the 

Governor in Council may from time to time authorize advances to be 
made to the Company from the Consolidated Revenue Fund, or to be 
obtained by the Company from persons other than His Majesty, on such 
terms and conditions as the Governor in Council may approve, such 
advances to be reimbursed by the Company from the proceeds of the 
sale, pledge or other disposition of such guaranteed securities.”

Sir Eugene Fiset: That was one of the main points. I suppose we can 
discuss this matter. \ou say that these temporary loans can be paid out of 
the Consolidated Revenue.

Mr. Grant : We say we can borrow.
>ir Eugene Iiset: I he moment the advance is made from Consolidated 

\enue is it not a fact that these various expenditures become subject to the 
Auditor General.
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Mr. Grant: That is a government matter.
Hon. Mr. Manion: I think on the 1st of January, 1931, there was some- 

think like $45,000,000 or $46.000,000 loaned by the government to the National 
Railways, and at various times throughout the year whenever they are think
ing of putting out a bond issue, if it does not happen to be a good time, Mr. 
Grant, the Vice-President in charge of finance, discusses it with the Minister of 
Finance and myself, because it is really a matter for the Minister of Finance, 
and if it is not considered a good time to put out the loan, then the government 
advances the money, or they authorize some bank to advance the money to 
carry the railway along until such time as the loan is sold.

Sir Eugene Fiset: But you see. sir, in that resolution brought down by the 
Prime Minister providing for $68,000.000 there is provision for meeting certain 
expenditures. That is in the first paragraph. Then in the second paragraph he 
provides for those same expenses in two or three different ways. The object of 
this, I understand, is to prevent switching from one vote to the other. I mean 
that you provide also that part of the $27,000,000 can be attached, or allotted 
if you like, or used, or switched, to fill in the gap, and that the money raised 
by those loans is to be deposited by the Consolidated Revenue. Now, it becomes 
a statutory expenditure by the very fact that you are providing for that expendi
ture in such a way, and if it is a special expenditure it becomes subject to audit 
by the Auditor General. The deficit on the Eastern lines, the deficit on account 
of the Maritime Freight Rates Act, also the Canadian Merchant Marine are 
all statutory expenses and they are all subject to audit by the Auditor Gen
eral under a special ruling of the Treasury Board, and I would ask if the Min
ister would be kind enough to bring down before this Committee the ruling of 
the Treasury Board that directs the Auditor General as to the mode. What I 
am not clear about is this, sir, if that $68,000,000, even temporarily, is going 
to be embodied in the Consolidated Revenue of Canada. If it is, then it becomes 
subject to audit, in my opinion.

Hon. Mr. Manion: I can be corrected if I am wrong, but it is in exactly 
the same position as it has always been. If it is put in the Consolidated Rev
enue it stands as it did in the past, so that the government will have some check 
upon the expenditures of the railway.

Mr. Grant: I would like to clear up a little matter. The proceeds of the 
Canadian National loans are not deposited to Consolidated Revenue. They are 
deposited in trust for the Canadian National.

The Chairman; Gentlemen, Mr. Heaps asked a question, if it would be 
possible for Mr. Grant to give us a comparison as between those loans made by 
the railway and similar loans made recently by the government itself. I do not 
think it will be vary hard to make a short statement on that showing any dis
parity made between the value of the loan made by the Canadian National 
and the government itself on some of their own borrowings.

Sir Eugene Fiset: Is a sinking fund provided for every one of those loans?
Mr. Grant: A sinking fund is not provided in these recent loans.
Sir Henry Thornton : I think we lmd better clear up Mr. Heaps’ ques

tion. I think what Mr. Heaps wants to know is how successfully does the rail
way finance its loan as compared with the government. That is really what he 
wants to know.

Mr. Heaps: Yes.
Mr. Grants I may just say that at different times of the year different 

market conditions prevail, and that would vary these comparisons. For 
instance, the government’s last loan was made at a different period of the year 
from ours. You cannot compare unless you take practically the same date.
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Sir Henry Thornton : As a matter of fact, the government and ourselves 
do not go into the money market simultaneously. That is subject to the decision 
of the Minister of Finance. The government and ourselves keep out of each 
other’s way.

The Chairman : The object of Mr. Heaps’ question is to determine in his 
own nfind whether the method of financing by the railways is effective and 
whether it is profitable. That is what he wants to get at.

Mr. Heaps: I know it is difficult to obtain an answer to that question at 
a moment’s notice, but possibly Mr. Grant might bring down a statement at 
some other time.

Mr. Grant: Yes, I will do that.
Mr. Fairweathee: We now pass to the Eastern lines, having completed 

the income account of the Canadian National Railways.

Eastern Lines

ANALYSIS OF 1930 RESl'LTS OF OPERATIONS AS COMPARED WITH 1929
Under the provisions of the Maritime Freight Rates Act of 1927, separate 

accounts are shown for the lines east of Levis and Diamond Junction (Eastern 
Lines).

The Income Statement for the Eastern Lines is shown on page 43 of the 
Annual Report, with supplementary details of revenue and expenses on pages 
44-48.

RAILWAY OPERATING REVENUES----RAILWAY OPERATING EXPENSES----NET DEFICIT
FROM RAILWAY OPERATIONS

A comparison of the Monthly Revenues, Expenses and Net Deficit from 
Railway Operations follows:—

Railway Operating Revenue»
19X0 1929 Increase Decrease

January.. .. .....................$2,184,108 $2.195.862 $ 11,754
February.. .. .................. 2.363,318 2.222.862 $140.456
March............... ................. 2.883.287 2,066.562 210.725
April.................. .................. 2.800.595 2.860,642 148,953
May................ ..................... 2,560,727 2.586.512 25,785
June................... .................. 2.300,917 2,426,683 125,716
July.................... ...................... 2,263,478 2,725.951 402,473
August .. .. ................... 2.344,058 2.747.002 402,944
September. . . ..................... 2,176,841 2.613,688 437.647
October .. .. .................. 2,289,204 2,634,656 345,452
November. ................... 2,082,352 2.424.169 341^17
December.. . .................. 2.341,468 2,713.468 372,000

Total.............. ......................$28,598,553 $30.618.007 $2,019,454

Railway Operating Expense*
19 SO 1929 Inereane Decrease

January................ ................ $2.761,321 $2,525.341 $235,980 $
February................ ................2,716,828 2.024,743 92,085
March................. ................. 2,780.080 2.624.428 155,652
April........................ ................ 2.693,334 2,636.804 56,530
May.. ■................. ................ 2,890,469 3,078.857 188.388
June...................... ................. 2,882,048 3.350,598 473,950
July.................. ............... 3,111,047 3.320.656 215,609
August................. ................. 3,073,671 2.943.027 130.044
September.. .. ................. 2,692,591 2,852.499 40.092
October .. .. ................2.517.984 2,558.817 40,833
November.. . .................. 2.433,121 2,604.303 171.182
December.. .. ................ 2,475,421 2,862,709 407,288

Total. . .. ................$33,028,515 $33,815.382 $786,867
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Net Revenue from Railway Operat ions
19SI) 1929 Increarr DecreaseJanuary.................. .. .. $577,213(D) $329,479 (D) $247 734February............... .. .. 353,51011)) 401.881(D) $ 48-.371March...................... .. .. 103.207 42.134 61.073April...................... .. .. 116.261 23.838 92.423May....................... ............... 329.742(D) 492.345(D) 162.603June....................... .. .. 581.731(D) 929.965(D) 348,234July....................... .. .. 847,5691 1) 1 600.705(D) 246.864August.................... .............. 720.613(D) 196.625(D) 532.988September............. ............. 516.550(D) 38.811(1)) 477.739October................. . . . . 228.780 ( D ) 75.836 304.619November............... .. .. 3.50.769(D) 180.134(D) 170.635December................ .. .. 133.953(D) 169.241(D) 35,288

Total................ .. .. $4.429.962(D) $3,197,375(0) 81.232.587

(D) indicates Deficit.

Freight revenue in 1930 was $19,263,792, compared with $20,982,595 in 
1929, a decrease of $1,718,803 or 8"2 per cent. The Government contribution 
for freight rate reduction under the Maritime Freight Rates Act, amounting in 
1930 to $2,362,205, is included in freight revenue. With the exception of mine 
products, all commodity groups show a decrease in tonnage carried, as indicated 
by the following:—

Tons Per cent Fecrease
Carried of over Per cent

19X0 Total 1929 Decrease
Products of Agriculture................ 932.639 1410 170.843 15-5
Products of Animals....................... 83.897 1-27 3.305 3-8
Products of Mines.......................... 1.766.54)6 26-71 47.668(Inc) 2-8(Inc)
Products of Forests....................... 1.995,014 30-16 279.483 12-3
Products of Manufactures and

Miscellaneous.............................. 1.835.719 27-76 204.937 10-0

Total...................................... 6.613.775 100-00 610.900 8-5

Details by commodities are shown on pages 52 and 53 of the Annual Report.
Passenger revenue declined from $5,119,462 to $4,702,573, a decrease of 

$416,889 or 8-1 per cent. Passengers carried decreased 9-3 per cent, passenger 
miles decreased 10-3 per cent and revenue per passenger increased 1-2 per cent.

Telegraph revenue increased from $399,428 to 8632,796, an increase of 
$233,368 or 58-4 per cent. This was due to the operating of the Maritime Lines 
of the Western Union Telegraph Company for a full year in 1930, as against 
six months’ operation in 1929. These lines were purchased July 1, 1929.

RAILWAY OPERATING EXPENSES

During 1930 the operated road mileage of the Eastern Lines was increased 
9-95 miles by the completion of the Lake Verde-Pisquid Branch; mileage of all 
tracks increased by 11-10 miles as follows:—

1930 1929 Increase
Operated road mileage.................................... 3.342.39 3X32.54 9.95
Miles of all tracks........................................... 4.253.54 4,242.44 11.10

The comparative Railway Operating Expenses of the Eastern Lines for 1930 
and 1929, by General Accounts, were as follows:—

Decrease
General Account 1930 1929 Amount Percent

Maintenance of Way and Structures.. ..
Maintenance of Equipment......................
Traffic...............................................................
Transportation................................................
Miscellaneous.................................................;
General.............................................................
Transportation for Investment—Credit ..

Total Oper. Expenses..........................

$ 8,100.091 $ 8.208.335 $ 108,244 1.3
6.170.984 6.576.682 404.698 6.2

952,686 897.769 54.917(Inc.) 6.1(Inc.)
15,876,353 16,390.607 «14.254 3.1

400.065 431.478 31,413 7.3
1,600,936 1,384.175 216.763(Inc.) 5.7 (Inc.)

72,602 72,664 62 0.1

$33,028,515 $33,815,382 $ 786,867 2.3
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Mr. Fraser: May I ask just one general question? Take the item of traffic. 
It shows an increase of $54,917. Why is it that that item consistently shows 
an increase?

Sir Henry Thornton: You mean, generally speaking?
Mr. Fraser: Yes, an increase, as I understand it, in expenditure.
Sir Henry Thornton: Yes.
Mr. Fraser: Increased expenditure. Why is it that that one item has an 

increase in expenditures throughout the year in comparison with other items 
which are decreased? What does it mean? Generally speaking, I would like 
to know this—it may seem a silly question to you—what does the item mean?

Sir Henry Thornton: I will ask Mr. Fairweather. The question is asked 
what character of expenses is included in traffic expenditures. Can you answer 
that question?

Mr. McLaren: The classification of expenditures quoted under the caption 
of traffic is superintendence, outside agencies, advertising, radio, traffic asso
ciations, industrial bureaus, agriculture and natural resources, insurance, station
ery and printing, and other expenses.

Sir Henry Thornton: That is the kind of thing that is included under 
what is generally known as traffic expenses.

Mr. Fraser: Let me ask you this, if I can clarify my question for you. Is 
the reason for the increase in that item because when a period of depression 
comes along you are unable to reduce your expenses in that connection?

Sir Henry Thornton: Partly that, and partly due to the fact that in a 
period of depression your solicitation—in other words, the effort to secure traffic 
becomes accentuated.

Mr. Fraser: You are working harder to try to get traffic?
Sir Henry Thornton: Trying to get more business, spending more money 

to try to get business.
Hon. Mr. Euler: By more advertising, that is what you mean?
Sir Henry Thornton: I have known, in years gone by, on American rail

ways where traffic solicitation was very largely reduced, because the railways 
were unable to handle the business that was presented to them and there was 
therefore no incentive to go after it. They were suffering from car shortages and 
congestion of traffic; but the usual expression of depression in times of depres
sion in so far as traffic expenses are concerned, is to increase expenses to try to 
get more traffic in order to make up for the loss.

Mr. Hackett: Is it not a fact, Sir Henry, in each succeeding year from 1923 
on this amount has grown?

Sir Henry Thornton: Yes, I think probably that is true, but I would 
just ask—

Mr. Hackett: So, this increase is not entirely due to depression because they 
grew in the years of abundant prosperity.

Sir Henry Thornton: Well, now, Mr. Fairweather has some figures that 
will interest you in comparing our figures with other railways.

Hon. Mr. Euler: Is it not right here?
Sir Henry Thornton: Some of it is in there.
Mr. Fairweather: I have made an analysis of these items, traffic expendi

tures, in relation to what those traffic expenditures are supposed to be incurred 
for; that is, the obtaining of traffic, and I have expressed them in traffic units, 
the expenditures per thousand traffic units which would represent the measure 
of the freight and passenger business quoted.

Sir Henry Thornton: What do you mean by a “traffic unit”?
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Mr. Fairweather: A traffic unit in this analysis consists of a revenue ton 
mile, and a passenger mile; that is, the combination of the two.

Sir Henry Thornton : A passenger mile and a revenue ton mile.
Mr. Fairweather: That is the traffic the railway handles. Now, I find 

that in the year 1929 the expenditures of the Canadian National per thousand 
traffic units was 35 cents on traffic account; the expenditures of the Canadian 
Pacific Railway was 55 cents; the Atchison, Topeka and Santa Fe was 31 cents; 
the Northern Pacific was 36 cents, and all class 1 roads of the United States 
24 cents.

Hon. Mr. Euler: Is it not a fair statement to make that it is due to the fact 
that you are in a competitive business?

Sir Henry Thornton: Yes, that is true. It has to be remembered that 
the success of every railway enterprise as well as any other enterprise which 
has for its object the sale of a commodity to the public, depends upon how much 
of that commodity one can sell. If you happen to be a doctor or lawyer or 
manufacturing soap, or if you are running a railway, the success of the individual 
and the success of the enterprise depends upon how much business can be 
obtained. The officers of a railway company, for instance, are entitled to no 
particular credit for skill in moving a ton of freight from A to B; that is what 
they are supposed to do; but the real skill, the real genius of the whole operation, 
and the profit to the enterprise depends upon how much of your product you can 
sell, and the success and profit to the industry will follow that degree of success
ful salesmanship that the enterprise is able to exercise.

Mr. Hackett: How much was spent in this connection in 1922, or in 1923, 
if you cannot get 1922?

Sir Henry Thornton: It will unquestionably be less than we are spending 
now.

Mr. Hackett: I want to know how much.
Mr. McLaren : May I make this statement, which I think possibly will 

assist the situation. Our 1929 expenses include a credit of $188,000 that we 
have received for services performed by our traffic department for the Detroit 
& Toledo Shore Line Railway.

Mr. Hanbury: In connection with the eastern lines only?
Mr. McLaren: A portion of it, and that $188,000, of course, naturally, does 

not reflect itself again in 1930. The increase in the account is $215,000, and a 
return of $188,000 would practically leave an increase of $27,000, this is made 
up of an increase in cost of tariffs of $34,000.

Mr. Hackett : My recollection is the expenditures for this item since 1923 
—I am now speaking of the Canadian National system—has increased each 
succeeding year.

Sir Henry Thornton: There is no question about it.
Mr. Hackett: Have you more advertising, or what makes the increase?
Sir Henry Thornton: I would not say what it would be, without examin

ing the figures. It is undoubtedly somewhat higher, and it was done deliber
ately. It was done for the purpose of—

Hon. Mr. Euler: You wanted to get more business?
Sir Henry Thornton: It was done for the purpose of establishing the rail

way in the minds of the people of the North American Continent who would 
use that railway and for the purpose of pursuing a much more aggressive policy 
than existed in years gone by. It all comes down to one thing; that the suc
cess of the railway depends upon its salesmanship and salesmanship involves 
not only good service, but involves all of the operations of the railway.



165RAILWAYS AS'D SHIPPISG

Mr. Hanbuby: Good will.
Sir Henry Thornton: Certainly. People go to the store where they are 

treated the best, if they are going to buy goods, and our whole effort has been 
to advertise the Canadian National Railway ; to create in the mind> of our 
clientele on the North American continent the idea that the Canadian National 
can give them the very best sendee. As a matter of fact all of the operations 
of the railway are a factor in that particular, and are a function of it.

Mr. Hanbuby: Would not that item of expense be a very small percentage 
of your total business?

Sir Henry Thornton: I think Mr. Fairweather can give you that per
centage.

Mr. Fairweather: It amounted to only 35 cents per thousand traffic units, 
and the percentage on the total expenditure is very small, it amounts to 3-5 
per cent on the total expenditure.

Sir Henry Thornton: In other words, 3-5 per cent was allocated to the 
securing of business. It is probably lower than it ought to be.

Mr. Hanbuby: I quite agree with that. How would that compare, Sir 
Henry, with competing railways? Have you that information?

Mr. Fairweather: They are very comparable, as a matter of fact we are 
lower than a good many and we are somewhat higher than others; but on the 
average I think we are rather a little lower than the railways whose traffic prob
lems are similar to ours.

Mr. Hanbuby: I would suggest that the item should be further increased.
Mr. Hackett: Last year it amounted to over eight and a half million 

dollars?
Mr. Fairweather: What system are you speaking of?
Mr. Hackett: I am speaking of the Canadian National, that item of 

$7,712,000, and The Eastern Line item of $952,686.
Mr. Fairweather: That I think is correct. I have the figures.
Mr. Hackett: Now, if you can give it I would like the figure for 1923.
Mr. Fairweather: I have that figure.
Mr. Hackett: How much was that?
Mr. Fairweather: On a comparable basis, $5,953,000 for 1923. That is a 

comparable figure to the one you quoted, namely all inclusive system of the 
Canadian National Railways.

Hon Mr. Euler: Did your business relatively increase that much?
Mr. Fairweather: The total operating revenues were $265,000,000 in 1923 

on the all inclusive system. However, they reached a volume of $312,000,000 
in 1928. Now, it has receded, but naturally we would be foolish to reduce our 
traffic expenses in the face of a situation that demanded the very closest atten
tion to traffic matters.

Mr. Hanbuby: Increased competition?
Mr. Fairweather: The increase of revenue was from $265,000,000 to 

$312,000,000.
Mr. Fraser: How does it compare with 1930?
Mr. Fairweather: In 1930 the revenue figure was $251,000,000.
Mr. Hackett: Less than 1923.
Mr. 1- airweather: It was somewhat less than 1923.
Sir Henry Thornton: What happens, of course, is in a time of depres

sion business is sparse and competition grows hotter ; that is, the process of
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competition always increases as business decreases. There are always renewed 
efforts put forth by our competitors to get more and more business.

Hon. Mr. Euler: You can hardly slacken your efforts in the face of 
that?

Sir Henry Thornton: ^ou cannot slacken effort. The only comparable 
rule is how does traffic expenses of this railway compare with other railways 
which are presumably operated with intelligence.

Mr. MacMillan : How do they compare on a unit basis?
Mr. Faibweatheh: Well, sir, I gave the comparison on a unit basis.
The Chairman: Mr. MacMillan, your question was not heard very well ; 

I would like you to repeat it.
Mr. MacMillan: I was asking for the comparison on the unit basis that 

Mr. Fairweathcr was speaking of, for the years 1923 and now.
Mr. Fairweather: Oh, I could give you that. In 1923 the per cent on 

our traffic was, of all expenditures, 2-4 per cent. In 1928, the year of our 
peak business the per cent was—I put this as the percentage of revenue, do 
you mind? it is really what it should be comparable to—it was 2-5 per cent 
again. Then, our traffic expenditures marched up with our revenue, propor
tionately, but, of course, in the period about which we are speaking, we increased 
our revenue by nearly 60 millions while we were increasing our traffic expen
ditures by about two millions.

Mr. Cantley: About the same ratio.
Mr. Fairweather: Yes. Now, in 1930 on the all inclusive system the per 

cent of revenue has gone up to 3-4 per cent.
Mr. Hackett: The observation I wdsh to make and to put in the form of 

a question is this, the advisability of increasing expenditures in this item will 
depend, naturally, upon the character of the sum total of iteYns which go to 
make it up. There are some of these expenditures which—are all these expen
ditures susceptible to increasing the business of the road?

Sir Henry Thornton : But that is not an easy question to answer, but 
I shall endeavour to do so, as well as I can. Broadly speaking, if the railway 
traffic department is operated with any intelligence the increased expenditure 
is supposed to be reflected in some improvement in revenues, or if not an 
improvement in revenue, at least in an effort to retain what revenues the rail
way already has. Now, that is exactly like the operation of any other industry. 
The individuals who are charged with the responsibility and with the policy of 
an institution or enterprise, particularly its sales policy, have to make up their 
minds from their knowledge and experience of the business what they ought 
to spend, having regard to the conditions that surround them. That is what 
officers are hired for. You hire an individual in an enterprise because of his 
knowledge and experience in the business; and he exercises that knowledge 
and experience in the determination of a policy which he thinks is essential 
to the welfare of the business. We have felt on the Canadian National Railway 
that we have probably not spent enough, and, in fact, if you take railways as 
a whole and compare them to other enterprises, other manufacturing institu
tions, they spend less on advertising, less on salesmanship than most large 
manufacturing enterprises, and speaking professionally, from the point of view 
of a railway officers, I think that the criticism that might be justly levelled 
against the railway industry of the North American continent is that their 
salesmanship has been insufficiently aggressive.

Mr. Hanbury: Hear, hear.
Sir Henry Thornton : As I tried to show at previous meetings ot this 

committee, the Canadian National Railway, when I became connected with it, 
was generally unknown on the North American continent. I have had many
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people, travellers, people who control freight, ask me whether we controlled 
the Canadian Pacific or the Canadian Pacific controlled us. They could not 
discriminate between the two. We sometimes had people come into the office 
to buy tickets and make reservations for Banff and places of that sort. In 
other words, the Canadian National Railway eight or nine years ago was con
fronted with the problem of making the people of the North American con
tinent, and I say the North American continent because a large amount of 
our passenger business as well as our freight business comes from the United 
States, our problem was the making known to the people, the clientele, that 
there was such a thing as the Canadian National Railways; that they had 
such and such to offer; that they had this and that kind of service to offer 
and we have not by any means completed that task.

Hon. Mr. Euler: Would not this meet it. Sir Henry, that if there was 
not competition of a very specific nature that that sum need not be expended?

Sir Henry Thornton : Well, there is a very severe competition, Mr. 
Euler, not only as between the two principal Canadian systems, but there is a 
competition between the railways of the United States and Canada.

Hon. Mr. Euler: It is a real thing.
Sir Henry Thornton: Undoubtedly. So your policy in respect to sales

manship has to be a matter of judgment, and our judgment has been—I say 
“ ours ” because the officers and mysPlf are unanimous with respect to that 
—our policy has been a policy that is aggressive and progressive salesman
ship, and everything that we do on the railway, whether the individual is con
nected with the traffic department or not, everything that he does finds its 
source, its utilitarian source in how much traffic can he assist and bring in to 
the railway.

Hon. Mr. Euler: It is hard to get that traffic because others are after 
it?

Sir Henry Thornton: Certainly, as a matter of fact by the time you get 
a passenger or a ton of traffic it is covered with blood from fighting for it.

Hon. Mr. Euler: If you do not fight for it—
Sir Henry Thornton: You do not get it.
The Chairman: Are there any more questions, Mr. Hackett, in regard 

to this matter?
Mr. Hackett: No.
The Chairman: You may go ahead.
Mr. Stewart : Before we close I should like to make one observation in 

regard to a statement made in here, about the C.P.R. and taxation. I hold no 
brief for the C.P.R., but the C.P.R. are paying more taxes to the city of Leth
bridge than any other three corporations, and it leaves an erroneous idea about 
the C.P.R. and taxation in Western Canada and for that reason I desire to 
correct the impression. To quote Dr. O. D. Skelton :—“The terms were 
princely for constructing some 1,900 miles of railway the syndicate were to 
be given free and complete the 710 miles under construction by the govern
ment, $25,000,000 in cash and 25,000,000 acres of selected land in the fertile 
belt. They were promised exemption from taxes on land for 20 years after 
the patents were issued and on stock and other property for ever, and exemp
tion from regulation of rates until 10 per cent had been earned per annum 
on the capital. Assurance was also given that no competitive road would be 
chartered for 20 years. Now, insofar as the province of Alberta and the west
ern provinces are concerned, the only thing that is exempt from taxa
tion is the main line of the C.P.R. All branch lines pay taxes and their other 
properties pay taxes, and, as I said before, the people who pay the most taxes 
in the city of Lethbridge is the C.P.R.
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Hon. Mr. Euler: I do not see that the item is incorrect.
Mr. Stewart: No, but it leaves a wrong idea. It says, “ They were 

promised exemption from taxes on land for 20 years after the patents were 
issued and on stock and other property for ever.”

Hon. Mr. Euler: Is that not true?
Mr. Stewart: No. It only applies to the main line of the C.P.R. Now, 

the Crow’s Nest runs through the southern part of Alberta. On that line they 
pay taxes; they pay taxes on the Calgary and Edmonton line, and they pay 
taxes on other branch lines ; consequently it leaves the wrong impression.

Hon. Mr. Euler: This was taken from a very reliable source.
The Chairman: My recollection of the C.P.R., in a general way, is this: 

they have lots of mileage, and they are paying more taxes to the different 
governments and municipalities than the Canadian" National Railways is 
to-day.

Sir Henry Thornton: I think that is true.
Mr. Heaps: They may be exempt from taxation in a general way, and they 

may pay very heavy local improvement taxes. I have some little experience. 
in the matter. They are compelled to pay local improvement charges, and the 
result is where they have more buildings they have to pay the local improve- . 
ment taxes, and that would account for the heavier rate of taxation as against 
probably the C.N.R.

Sir Henry Thornton: I think, also, I am right in saying this, that the 
Canadian Pacific Railway pays a substantial income tax, and they they 
accepted the burden voluntarily. Now, in this taxation discussion, I do not 
want anyone here, or the public, to draw the conclusion that I am in any 
way drawing any invidious comparison with the Canadian Pacific Railway in 
the matter of taxes. I have simply answered the questions that have been 
put, and certainly I have no intention in any way to criticize or draw any 
unfair comparison with respect to the taxes paid by the Canadian Pacific 
Railway. I can say ordinarily, nine times out of ten, anybody who can get out 
of paying taxes is to be commended, and most people do it.

The Chairman : I was just going to ask the members of the committee 
if it would be possible for us to have a meeting this afternoon to get through 
some of this work.

Hon. Mr. Euler: Hear, hear.
The Chairman : We can meet for a while at four o’clock and get rid of 

some of this so we can get upon the budget early next week.
Mr. Hackett: There is a slight correction to be made at page 56. Per

haps it would be well to take it up at four o’clock.
Whereupon the meeting adjourned until four o’clock p.m.

On resuming at 4 P.M.
The Chairman: We will call the meeting to order.
Sir Henry Thornton : Col. Cantley, Mr. Chairman, asked a question this 

morning to which we.have the answer now, in addition to the stations closed 
in 1930, which wras handed in to the official reporter—how- many stations on 
the Canadian National have been closed in 1931. The answer is fifteen. The 
stations are as follow's: Berry Mills, N.B.; Red Pine, N.B.; Strathlorne, N S.; 
Meadowville, N.S.; Ingramport, N.S.; Millstream, Que. ; Holland Landing, 
Ont.; Longwood, Ont.; Mulvihill, Man.; Juanita, Sask.; Bayard, Sask.; 
Condie, Sask.; Lyalta, Alta.; Stanmore, Alta.; Scollard, Alta.

Col. Cantley: Thank you.
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Mr. Hanson : Have you not closed some on the Moneton-St. John sub
division?

Sir Henry Thornton: Well, those are the only stations that were closed 
in the last two years.

Mr. Heaps: This morning I raised a question about the taxation paid by 
the different companies, and it was claimed, I think, by Mr. Hackett that the 
Canadian Pacific were paying far more taxes in the West than the Canadian 
National. I have here rather an interesting comparison Mr. Chairman. It is 
the city of Winnipeg municipal Manual and it shows that in the city of Win
nipeg alone the Canadian National have a tax exemption there on the property 
which they own within the city limits of $5 720,000. It also shows that the 
C.P.R. have got a tax exemption there of $8,269,000.

What I want to point out, first, is the fact that the more exemption the 
railway company has the more likely it is that that railway will pay more in 
the way of taxes, because the more property they have there the more there 
will be in the form of local improvements which will make it necessary for those 
railways to pay within the boundaries of those municipalities. I do not think 
that any comparison that we might be able to make here in connection with 
the amount paid by one railway as against the other can really give any idea. 
Would it not be of much more value to ask here if we could have some itemized 
account showing how the taxes are made up. What is true of the city of Win
nipeg, I have no doubt, is true of every one of the large centres in the Dominion, 
where doubtless they receive more in the way of exemptions.

Mr. Hanson: I think you pay taxes enough, Sir Henry.
Sir Henry Thornton: I think that is a doctrine to which everyone would 

subscribe.
The Chairman: Is that all that you want on the record regarding taxa

tion?
Sir Henry Thornton: I just want to say that the Canadian National has 

voluntarily accepted a very considerable tax.
Mr. Hanson: You have indeed in the Maritimes.
Mr. Fairweather: A further division to indicate the split between Labour 

and Materials follows:
Employees’ Compensation 

Maintenance of Way and Structures..
Maintenance of Equipment......................
Traffic ............................................................
Transportation ............................................
Miscellaneous ............................................ '.
General ........................................................

Total ..............................................................

"Increase.

Materials and Miscellaneous 
Maintenance of Way and Structures..
Maintenance of Equipment......................
Traffic ............................................................
Transportation ..............................................
Miscellaneous ................................................
General ..........................................................
Transportation for Investment-Credit . .

1930 1929 Decrease
i 4,306,313 $ 4,400,884 $ 94,571

3.402,951 3,497,881 94,930
415,006 417,232 2,227

10.661,812 10,807,684 145,872
221,325 238,643 17,318
797,221 678.847 118,374

$19,804,627 $20,041,171 $ 236,644

1930 1929 Decrease
. $3,793,778 $3,807,451 $ 13,673

2,768,033 3,077,801 309,768
537,081 480,537 57,144’

5,214,541 5,582.923 368,382
178,740 192,835 14,095
803,717 705,328 98,389’

72,602 72,664 62

. $13,223.888 $13,774,211 $ 550,323Total ... 

"Increase.



170 SELECT STANDING COMMITTEE

TAXES, MISCELLANEOUS OPERATIONS, NON-OPERATING INCOME AND DEDUCTIONS
FROM GROSS INCOME

The only items which show any considerable variation from last year
arc:—

IntereHt on Funded Debt ........................................................... $149,640 (Inc.)
Interest on Unfunded Debt .......................................................... 511,404 line])

Interest on Funded Debt in the hands of the Public was $394,699 in 1930, 
compared with $245,059 in 1929, or an increase of $149,640, due to interest on 
Bonds of the St. John & Quebec Railway being included in 1929 from September 
only and in 1930 for a full year.

Hon. Mr. Euler: What do you mean by interest on Unfunded Debt?
Mr. F air weather: That will follow.
The increase in interest on Unfunded Debt is due to interest on the pur

chase price of the Quebec Oriental, the Atlantic, Quebec & Western, the St. 
John & Quebec and the Inverness Railways, also to additional capital expen
ditures.

That concludes the analysis of the income account of the Canadian National 
and of the Eastern lines.

Mr. Hanson: This interest on Unfunded Debt will be a recurring item 
so far as certain of these matters are concerned. You have assumed the bonded 
indebtedness of the St. John Quel>ee railway for a period, up to a certain limi
tation, but should not that fall off quite rapidly, that $511,000.

Mr. McLaren: The accounts for 1929 include interest for the Gaspe 
railways as from June 1st, 1929, and the 1930 accounts include it for the entire 
year, and likewise for the Inverness, and the St. John and Quebec at varying 
dates.

Mr. Hanson : I understand that, but you will have paid for the Quebec 
and Oriental, we will say, and that will go into your Funded Debt ultimately. 
The St. John and Quebec is on a little different basis because you have assumed 
obligations that are outstanding.

Hon. Mr. Manion: It would not go into the Funded Debt until the bonds 
fall due.

Mr. Hanson : They will be carried in the Funded Debt.
Mr. McLaren : It would be in the Funded Debt.
Hon. Mr. Euler: But they are all guaranteed by the government. They 

are simply taken over by a private company.
Mr. McLaren: They are taken over by the Canadian National.
Hon. Mr. Euler: But they are guaranteed.
Mr. Hanson: The St. John and Quebec is guaranteed by the government.
Mr. Grant: Guaranteed Bonds have and will be issued in payment of 

part of the purchase price which is payable over a period of years. The bal
ance of the purchase price represents Bonds in the hands of the public, the 
liability for which we assume.

Hon Mr. Man ion: How would it be Unfunded Debt then if the bonds 
were issued in place of them?

Mr. McLaren: That will remain constant as far as the capital expendi
tures prior to July 1, 1927, are concerned.

Mr. Hanson: On what?
Mr. McLaren : On the Halifax and Southwestern.
Mr. Hanson: Those bonds are guaranteed by the province of Nova Scotia.
Mr. McLaren: The Halifax and Southwestern.
Sir Henry Thornton; I do not think so, Mr. Hanson.
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Mr. Hanson : , Then I do not understand this item at all.
Mr. Grant: I have not the information here.
Sir Henry Thornton: Mr. Cooper, I think, will be able to explain it.
Mr. Cooper : The reason it appears in the Unfunded Debt interest account 

is that in the year 1930 we repaid $1,000,000 of the indebtedness to the province, 
that is, the Canadian National Railway paid that much debt off, so that the 
Eastern Lines are now indebted to the Canadian National for that mount and 
will be charged interest on it, and so far as the Eastern Lines are concerned 
it is interest on Unfunded Debt.

Hon. Mr. Euler: Are they segregated in that way? I thought they were 
all issued on account of the Canadian National as one institution.

Mr. Cooper : First of all, we assumed the indebtedness of the St. John 
and Quebec railway. That was assumed by the Canadian National Railway 
Company and it is in the Funded Debt of the Canadian National. The $1,000,- 
000 repayment was made out of Canadian National bond issues, and the interest 
on such bonds is interest on the Funded Debt of the Canadian National.

Mr. Hanson : That is quite clear.
Mr. Cooper : But it is not correct to have the Canadian National assume 

all that expense. It applies to that part of the Canadian National known as 
the Eastern lines, so the Canadian National charge the Eastern lines writh an 
equivalent amount of interest, and, so far as Eastern lines account are concerned 
it is interest on Unfunded Debt. It is interest on Funded Debt to the Canadian 
National, but it is interest on Unfunded Debt as far as Eastern lines is con
cerned.

Mr. Hanson : It is an interdepartmental account.
Mr. Cooper: No, not an interdepartmental account. It is between the 

Eastern lines and the Canadian National.
Sir Henry Thornton: It will be really inter-corporate accounts.
Mr. Cooper: Inter-corporate is a better word, yes.
Mr. Stewart: I would like to ask one question. This is a very fine state

ment in regard to the hotels. They have reduced their loss by $964,000. That 
is on page 12. Now, the loss for the year was only $126,000, and the year 
before it had been over a million dollars. Do you allow for interest on the 
capitalization and depreciation?

Sir Henry Thornton : No.
Mr. Stewart: It is a very creditable statement, that part of it anyway.
Hon. Mr. Manion: That is an operating deficit, is it not, Sir Henry?
Sir Henry Thornton: Yes.
Mr. Hanson: Is there any possible chance that that can be balanced, 

that operating account?
Sir Henry Thornton: Can the hotels be made to pay a profit in them

selves?
Mr. Hanson : On operation irrespective of capital.
Sir Henry Thornton: Well, that depends a good deal upon the general 

business situation on the north American continent, the amount of tourist 
traffic, and it also depends upon the progressive increase in the population of 
Canada. I should say that sometime—and I won’t make any prediction when— 
but I should say that sometime when this country becomes more thickly popu
lated than it is to-day, when there is more travel within the country and when 
business returns to something like its normal condition undoubtedly the hotels 
will show an operating profit. I do not suppose that many hotels to-day are 
probably profitable.
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Mr. McGibbon : Sir Henry, is it not unsound to invest between $20,000,000 
and $30,000,000 in a business that cannot and is not paying.

Sir Henry Thornton: Well, the total investment of the Canadian National 
Railway Company in hotels is, I think, $20,000,000 at the present moment.

Mr. McLean: $22,174,701.76 for Hotels in Operation.
Mr. McGibbon: And every one of them are in red ink.
Sir Henry Thornton: All except the Chateau Laurier, I think.
Mr. McGibbon: The Chateau Laurier is in the red.
Sir Henry Thornton: The McDonald Hotel, the Grand Beach Hotel, 

—but that raises the whole question—
Mr. McGibbon: The Chateau Laurier is losing $1.000 a day.
Sir Henry Thornton: No.
Mr. McGibbon: Yes.
Sir Henry Thornton: The Chateau Laurier last year earned $55,608 net.
Mr. McGibbon: Yes, but it lost $1,000 a day. You gave me that yourself.
Sir Henry Thornton: Oh, including the interest on the investment.
Mr. Hanson: We are only talking about operation after all.
Mr. Stewart: I was greatly taken with the statement and I wanted 

information about it.
Sir Henry Thornton: Whatever the loss may have been, Dr. McGibbon 

raises the old question of hotel policy, and at a previous meeting I endeavoured 
to point out that next to the export of agriculture, or products of agriculture 
the largest single business in Canada was the tourist business which amounted 
to at least $300,000,000 a year. And I also endeavoured to point out that 
the volume of that tourist business and its progressive increase is due to the 
combined efforts of a number of different activities in Canada to make Canada 
an attractive place for tourists to come to.

The Canadian Pacific maintain a large number of hotels, so do we. There 
are various fishing camps; there are golf courses; there are a number of what 
one would describe as allurements which appeal to the tourist; a large number 
of summer hotels <uch as Bigwin in Ontario. Now, all of those things contribute 
to the tourist business of Canada. And so far as the success is concerned that 
$300,000.000 is a net profit because it all stays in the country. We maintain 
hotels largely because they are essential for encouraging traffic on the rail
way and because of the contribution which they make to the tourist business.

As far as the railway is concerned we would be very glad to get rid of our 
hotels. We would be very glad not to have to operate hotels if we thought we 
could do so without damage to our interest and without affecting the welfare 
of the country as a whole.

Hon. Mr. Euler: Would you say this, that counting the cost of maintain
ing these hotels and including interest on the capital expenditures that that 
loss is compensated for by the increased traffic that the railway gets?

Sir Henry Thornton: Well, that is a difficult question to answer accur
ately, Mr. Euler. I should say that certainly the advantages which the hotel 
systems of the Canadian Pacific and the Canadian National offer to the travel
ling public attract a very large amount of travel to Canada.

Mr. McGibbon: Is it not a fact that the big bulk of the tourist business 
comes in by automobile?

Sir Henry Thornton: Oh, no. For instance we had last year 15,000 people 
who travelled in special parties and were booked by our New York ticket office 
that came to Canada. Some of them went as far West as the Pacific Coast, 
and last year we had the Sun Life convention of, I think, several hundred people 
at Jasper Park. They travelled by special train.
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Mr. McGibbon : Is it fair to assume they would not have come unless 
you had this accommodation?

Sir Henry Thornton: Certainly they would not have come. They would 
not have had any place to go to.

Mr. McGibbon: This year the Sun Life, I believe, go way down to Ver
mont. Other years they went to Banff. I do not think it is fair to say that 
the hotels are attracting them and 15,000 people is a bagatelle. Why, we have 
100.000 tourists in Muskoka alone.

Sir Henry Thornton: Well now, those 15,000 people unquestionably 
spent $50 a head in Canada. It might easily have been twice that. The chances 
are that they probably did leave $100 a piece behind them in Canada in addi
tion to the transportation charge. Now, there were 15,000 people. Multiply 
that by $100 a head. That is only one item and that is a very small propor
tion of the number of people that we carry.

Mr. McGibbon: We have Bigwin Inn in my riding. It is true it attracts 
a lot of people, but there are other private hotels that take in, in the aggregate 
ten times more.

Sir Henry Thornton: I am glad to hear it, and I hope that will con
tinue.

Mr. McGibbon: They do not all go to big high-priced hotels. They 
cannot afford it and they do not go to them.

Sir Henry Thornton: Well now, take Jasper Park for example. 
Curiously enough notwithstanding the depressed condition of business last year 
the takings at the hotel at Jasper were $6,000 more than they were the year 
before.

Mr. McGibbon: Yes, but Jasper Park lost a lot of money.
Sir Henry Thornton: Jasper Park cost $2,500,000.
Mr. McGibbon: I say it lost a lot of money.
Sir Henry Thornton: No it did not.
Mr. McGibbon: It lost you money last year.
Sir Henry Thornton: No'it did not.
Mr. McGibbon: Then the return that you gave me is wrong.
Sir Henry Thornton: No. Last year the loss in hotel operation at Jasper 

Park—
Mr. McGibbon: Yes, but you are only talking about operation. I am 

saying that the whole enterprise has lost money.
Sir Henry Thornton: I am afraid I cannot continue to make state

ments, Doctor, unless you allow me to finish them. I said that the loss at 
Jasper Park last year was $47,766; but that was much more than compensated 
for by the rail traffic which accrued to the railway and which "we would not 
have had had it not beqn for Jasper Park. And if you take Jasper Park, the 
construction of Jasper Park in conjunction with the railway, since it was con
structed you will find that in the eight years that that resort has been in 
existence it has earned net an amount to the railway company which equals 
its entire capital investment and $800,000 in addition, and I say, that Jasper 
Park is one of the most profitable undertakings that we have, and I do not 
know of any institution, any hotel which contributes so much to its proprietor 
as Jasper Park, and the amount invested considering the facilities offered is 
exceedingly small, something like two and one-half million dollars.

Mr. McGibbon: I will grant you that Jasper Park stands in a class by 
itself. You have no competition.

Sir Henry Thornton: None whatever. There are, of course, other 
resorts in the West.
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Mr. McGibbon: But that is different, for instance, to the cities in the 
East. You see my point?

Sir Henry Thornton: Oh yes, I see your point, quite.
Hon. Mr. Euler: Does each hotel have to carry its share of the adver

tising cost?
Sir Henry Thornton: No, that is carried in the expense for general adver

tising.
Mr. Hanson: Sir Henry, with reference we will say to the Chateau Lau

rier, everybody recognizes the Chateau is one of the best, if not the best hotel 
on the continent. That is saying a great deal, but that is my judgment any
way. In these days of hard times would it not be well if the head of your hotel 
department would look into the operation of the Chateau with a view to effecting 
an economy. I grant you that it is a mighty fine hotel but it does seem to me 
that it is overstaffed. The cost there must be colossal.

Sir Henry Thornton : Well now, as a matter of fact, there is an audit 
and an examination being made to-day by an expert of the whole of our hotel 
system. About the first of the year I became rather anxious about the effi
ciency of our hotel operations, and we wanted to find out from the point of 
view of efficiency whether these hotels were being properly and economically 
conducted, and there is a very searching audit and examination being made of 
the whole of our hotel operations. That is practically finished. I expect to 
have the report within three or four days.

I will say this, however, in answer to that question: In just an informal 
discussion with the auditor he told me they had finished the examination of 
the Chateau Laurier, and that having regard for the character of service which 
it seemed necessary to maintain, the hotel is operated with efficiency.

Mr. Hanson: I have no doubt about the efficiency. What I am driving at 
is the cost of that efficiency.

Hon. Mr. Euler: Could you have that same efficiency with a lesser staff?
Sir Henry Thornton : That is exactly the thing we have been trying to 

find out. I am not an expert hotel manager but I am responsible for the opera
tion, as head of the company, of these hotels, and we have taken the necessary 
steps to try to find out.

Mr. Hanson : Mr. Hanbury suggests that there is a differentiation between 
service and efficiency. I am rather inclined to agree with that. I do not sug
gest that there is not good service, but I do suggest that that good service is 
maintained at a very high operating cost.

Sir Henry Thornton: Well, I think you have got to look at it this way, 
Mr. Hanson. You have got to decide what kind of service you are going to 
have. It may be what is generally described as a first-class service or a second 
class service or a third-class service. The main point is that we have got to 
say to ourselves: Now what kind of a service must we have at the Chateau 
Laurier? We may decide it will be first-class. AVe may decide to operate 
second-class and after that is decided we have got to say to ourselves and try 
to find out is that class of service efficient in so far as its status is concerned.

Mr. Heaps: Is there any prospect, Sir Henry, of the deficits being reduced 
say in the coming year?

Sir Henry Thornton: I should think that there would be some reduction 
although it will be very difficult to answer that question Yes or No. I do not 
think it will be any more than last year, and I think it has a good chance of 
being less. For instance, our takings at Jasper this summer promised to be as 
good as last year.
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Hon. Mr. Euler: You made the very gratifying and to me very surprising 
statement that with regard to Jasper Park hotel, and taking into consideration 
the fact you have got a great deal of traffic because you have got the hotel 
there that its capital expenditure and all has been paid for and you have some
thing like $800,000 to the good.

Sir Henry Thornton: I made that statement.
Hon. Mr. Eueer: Could you make a similar statement with regard to some 

of your other hotels or lodges or summer camps, whatever you may want to call 
them?

Sir Henry Thornton: I think we could with respect to Minaki and maybe 
one or two others such as Nipigon Lodge; but with respect to most of the others, 
in fact all the others, there are a large number of people who come to those 
hotels in automobiles.

Hon. Mr. Euler: You have another one down in Nova Scotia.
Sir Henry Thornton: For instance, take the case of Minaki or the case of 

Jasper Park, they have got to go there by rail because there is no other way 
to get to those places. But when you come to places like the Chateau Laurier it 
is quite a different proposition.

The Chairman: A few days ago when we were discussing this matter, Sir 
Henry made a statement to the effect, or rather he gave us figures of hotel cost 
of, if mv recollection is right, about $16,000,000. To-day a statement is made 
increasing that amount to $22,000.000. I just want to get the figures right. 
What I would like to know now is what the present investment is and when all 
are completed what the ultimate investment is to be in hotels that are being 
constructed or under way.

Sir Henry Thornton: I do not know whether I gave a wrong impression 
to the committee, but my statement was that -ince January 1, 1923, we hail 
cpeni $16.000.000 on hotels. I think thr.t is where the misunderstanding came
in.

Mr. Hanson: That is correct.
Sir Henry Thornton: The total investment “ Hotels in Operation ” at the 

moment is $22,000,000.
The Chairman: What 1 want to know in addition to that is what commit

ments are we under now, that when those hotels are completed what is it going 
to amount to, so that we will know what to expect in the future.

Sir Henry Thornton: May I take a note of that, Mr. Chairman, and 
answer it at one of the next meetings.

Mr. McGibbon: Might I ask this question, only for information. What is 
the ratio of profit in the Chateau .Laurier compared with what it was before 
enlargement?

Sir Henry Thornton: I can get that for you but I do not think I could give 
it offhand.

Mr. Hanson: Of course, the cost of the addition was colossal compared 
with the authorization by Parliament.

Sir Henry Thornton: There was a material over-run.
Mr. Hanson: It was double. I remember at the time we did not oppose 

that capital expenditure. It was submitted to Parliament by Mr. Dunning 
when we were told and assured that it woud not exceed $3,500,000.

Hon. Mr. Euler: $4,000,000 was asked for.
Mr. Hanson: $3,500,000 is my recollection, but you may be right.
Sir Henry Thornton: You are quite correct in that statement.
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Mr. Hanbvry: In connection with the capital investment for the con
struction of hotels, the Minister of Railways, speaking in the House yesterday, 
gave the impression that the previous administration had inflicted on you a 
program of gross extravagance, and connected with that statement the con
struction or the large cost of the construction of the hotel in Vancouver. Now, 
my impression is that the hotel in Vancouver is being constructed by the Cana
dian National at a great saving to the company, and I would like very much 
if you could give information to the committee in that connection.

Sir Henry Thornton : A\ ell, that situation demands some information. 
When MacKenzic and Mann built into Vancouver—and I think the subsidiary 
company was called the Canadian Notrthern Pacific Company—they entered 
into an agreement with the city of Vancouver and, as a result of that agree
ment, accepted a number of very onerous responsibilities which involved large 
financial outlay.

Speaking from memory. I think they agreed to electrify; they agreed to 
build a certain number of ships for Pacific services. When I say Pacific ser
vices I do not mean coastal services. I mean sendees to the Orient. They 
agreed to build a hotel of a certain size.

Mr. Hanson : What was that particular commitment, a certain size?
Sir Henry Thornton: Do you remember, Mr. Hungerford,, what it was? 

I think it was an hotel with roughly about 300 rooms.
The Chairman: The price was stated at about $3,500,000.
Sir Henry Thornton: I think it was like 300 rooms. In short, an 

examination of that contract will reveal that there was practically everything 
in it that could be thought of. Amongst other things it also involved an 
extensive program on False Creek, and a large amount of filling.

Well, the city of Vancouver called upon us for the fulfilment of that 
^obligation. The contract was submitted to the law' officers of the company 
and the opinion was given that it was an enforceable contract. In fact, it was 
about the most comprehensive contract that I think I have ever seen. I do not 
know of anything that was omitted. After long negotiations with the city, I 
think extending over a period of two or three years the city finally agreed 
to cancel the contract and relieve the company of its obligations thereunder 
providing we would build an hotel of I think it was 500 rooms, and that was 
one of the reasons, although not the only reason, that that hotel was embarked 
upon. There was also some difficulty in connection with the hotel situation 
in Vancouver because the only hotel in the city of importance and of attrac
tion to tourists was the Hotel Vancouver owned by the Canadian Pacific, and 
quite naturally and justifiably that implement was used effectively by the 
Canadian Pacific for the purpose of attracting traffic to their line. And that, 
briefly, is the story of the Vancouver Hotel.

Hon. Mr. Manion: Yes, as far as it goes. I just want to answer Mr. 
Hanbury’s remark. I happened to be speaking with the Deputy at the time 
that he made it and did not hear just what he said until my attention was 
drawn to it. Mr. Hanbury said I spoke of the extravagance, I think, of this 
hotel, or something to that effect, did he not?

Mr. Hanbury: No. I was referring to the general extravagance which you 
say the previous administration inflicted upon the management of the rail
way company and coupled the hotel with it.

Hon. Mr. Manion: All right. I did not use the word “ extravagance 
I said “ unnecessary capital expense.” But it does not matter particularly. 
However, I would like to tell the story from where Sir Henry left off. I do not 
want to be misquoted and I w-ant to make this statement because I have to 
leave. It is perfectly correct what Sir Henry has said and I think they made
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a very fine bargain with the city of Vancouver. But the bargain was not the 
bargain incorporated in the Order in Council in 1926 by the so-called Shadow 
Government, to build an hotel, I think, of 500 rooms to cost three and one- 
half million dollars. And I went on to say that between 1926 and now the cost 
of that hotel, the proposed cost—and there is no question about it officially— 
is $9,000,000 or a little more. So it had gone up from $3,500,000 to $9,000,000, 
and that is what I was speaking of as unnecessary capital expenditure. As 
I say, I cannot stay very long this afternoon, and I want to make sure that I 
am quoted properly. I went on to say this about the hotel. I said that a cer
tain newspaper in Toronto had made the statement recently that the building 
of these hotels was indirectly bringing business to the National Railways which 
made up for whatever capital losses there might be. I wondered if it was true, 
and I had my deputy investigate with the officers of the railway, and he gave 
me the figures which I read in the House and put those figures on record— 
and as I say I do not want to be misquoted to-day in my absence—I said then 
that the figures show that the combined passenger earnings had shown a loss 
in 1926 of something over $4,000,000 in round figures, a complete loss of pass
enger earnings in 1926 of $4,000,000 and that in 1930 the same passenger earn
ings showed a complete loss of over $20,000,000, or nearly five times as much. 
So that I went on to draw the conclusion that these heavy capital expenditures 
for those various hotels were not justifying themselves in returns to the pas
senger service of the railway.

Mr. Heaps: Is that a fair comparison, to take 1930?
Hon. Dr. Man ion: I did not take any particular year.
Mr. Heaps: You take it year by year.
Hon. Dr. Man ion: All right, I can give them year by year.
Mr. Hanbury : Is it not fair to suggest if it had not been for this hotel 

the passenger revenue would have been further decreased?
Hon. Dr. M anion : It seems to be getting worse every year, anyway. In 

reply to Mr. Heaps, I am going to quote from information I obtained yesterday. 
In the year 1926 the loss was $4,000,000; in 1927, the loss was more; in 1928 
more still; in 1929 more still; and wrorst of all in 1930. I agree with Sir Henry 
that this year the losses, generally, have been a little less. However, these are 
the facts given to me, as explained here this morning because of changes in 
the Chateau Laurier last year, and if they are wrong, it is because the officers 
gave me the wrong statement.

Hon. Mr. Euler: May I ask this: the statement has been made by Sir 
Henry, and corroborated by the Minister, that there was an agreement that we 
should build a hotel of 500 rooms, for which the shadow government, as my 
hon. friend called it himself appropriated three and a half million dollars. I 
would like to know whether, in view of the fact that you built the hotel at 
least partly in order to compete with another first class hotel, and that you 
had to build necessarily also a first class hotel, you could build a hotel of that 
kind with 500 rooms and first class in every way for the sum of three and a 
half million dollars.

Hon. Dr. Man ion : I made the statement, and may I answer that and Sir 
Henry can give his information after. I have the offer before me, and it was 
agreed upon by order in council at the end of 1926 that the hotel agreed upon to 
be built in the city of Vancouver in return for any demands that the city of 
\ ancouver had upon the government, and that they were to build the hotel at 
a cost of three and a half million dollars.

Mr. Hanbury : How much?
Hon. Dr. Manion : I said a moment ago the hotel was to cost three and 

a half million dollars.
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Hon. Mr. Euler: Five hundred rooms?
Hon. Dr. Manion: I do not know for sure the number of rooms; I do not 

care about the number of rooms. Here is what the hotel should cost. These 
figures were given by the officers at that time and incorporated in the order in 
council; that the hotel was to cost three and a half million dollars and that it 
was to satisfy the Vancouver claims. The hotel is now going to cost very much 
more. I have the figures right here. The hotel has cost $2.980,000 to the end 
of last year, and they still have $5,991,000 and some odd to spend on it, which 
altogether makes just about nine million dollars.

Hon. Mr. Evler: I would like to ask a question, if I may, as to whether 
it was possible, with conditions as they are, to build a first class hotel that would 
iomj>ete with other lrotels there, a hotel with 500 rooms for the sum that was 
agreed upon, end if it was, why the other sum was used?

Sir Henry Thornton: Shall I answer that, Doctor?
Hon. Dr. Manion : Go ahead, Sir Henry.
Sir Henry Thornton: I should say no. To begin with, the cost of con

traction went up in 1928, probably maintained itself in 1929. Whether we 
shall have to spend the total estimated amount to build that hotel of the class 
and character we have in mind depends a good deal upon the cost of construc
tion. But our feeling was that in such a city as Vancouver which is the principal 
port in Canada in point of tonnage on the Pacific coast, and at the time this 
hotel was projected, feeling that the country was going to advance in prosperity 
and the city of Vancouver would get its share of that prosperity, our opinion— 
when I say “ our ” I mean the officers of the company and myself who are 
charged with the responsibility for such things—felt that we would be unwise 
if we built in Vancouver a hotel which in two or three years would be only 
a second class hotel, and would be so regarded and would do a second class 
busine-'. Now, that is a matter of business judgment, that is all.

Mr. Hanson : I would like to ask liiis: the proposal in 1926 was in the 
form of a new contract with the city of Vancouver. Undoubtedly the commit
ment' that were made were in compliance with that. Was that proposal satis
factory at that time to the officers of the Canadian National Railways? Did 
they agree with the proposal and were they parties to the arrangement? I pre
sume there were three parties to it; the government, the railway and city.

Sir Henry Thornton: That is the situation as it now stands and is repre
sented by the present contract with the city of Vancouver. It was the result 
of negotiations which the officers of the company carried on writh the city, and 
that is the arrangement as completed. It finds its expression in the form of a 
contract which was approved by the board of directors of the Canadian National 
Railway, and of course carried with it the approval of the proprietors.

Mr. Hanson: That is the answer. That arrangement has been departed 
from. I understand you have changed the site of the hotel?

Sir Henry Thornton: No, I do not think so.
Mr. Hanson : My understanding of that is the $3.500,000 hotel was to 

be built on a particular site—if I am wrong I would like to be corrected— 
that the situation was abandoned and a new site bought in the heart of the 
city of Vancouver approximately near the Vancouver hptel; that subsequently 
it was found that the site was not large enough and that you had to buy 
additional land at a tremendous increase in cos* and that is one of the factors 
entering into the $9,000,000. I do not think I am very far wrong.

Sir Henry Thornton: As I recall the situation there, the original con
tract, as Mr. Hanson says, had a specific consideration of three and a half 
million dollars on a site, which as I recall it, was somewhere near the present 
passenger station. At any rate—
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Mr. Hanbvry: At a place altogether unsuited.
Sir Henry Thornton: At a place totally unsuited for a hotel, and T 

would not have spent five cents on a hotel in that location because it would 
have been money thrown away.

Mr. Heaps: How far is the present C.N.R. station in Vancouver from the 
site of the building?

Mr. Hanbvry : Approximately two miles.
Sir Henry Thornton : Yes. I should say that was right. The site that 

has been selected, and has been bought for the Vancouver hotel, is just two 
blocks from the present Vancouver hotel of the Canadian Pacific. Now, the 
purchase price was $793,000. That represents-----

Mr. Hanson : The site.
Sir Henry Thornton: The site. It represents 73,000 square feet and the 

price was $10.86 per square foot.
Mr. Hanbvry : In the heart of the city of Vancouver.
Sir Henry Thornton: Of course, right in the heart of the city, as I said 

a moment ago, and only two blocks from the present site of the Vancouver 
hotel of the Canadian Pacific, which is, I should think, one of the most expen
sive sites than can be found in Vancouver that is in the very heart of the city.

Mr. H vnbvry: A better site than the Canadian Pacific hotel.
Sir Henry Thornton: Well, it is fully—it is certainly as good, I should 

think. One would be within the bounds of truth to say it is as good.
Mr. Hanbvry: From the standpoint of taxation, it is a better site.
Sir Henry Thornton : You should know better about that than I.
The Chairman: Why?
Sir Henry Thornton: He lives there.
Mr. Hanbvry: Is it not a fact that had there been no contract with the 

city of Vancouver of any kind whatever-----
Sir Henry Thornton: What is that?
Mr. Hanbvry: Had there not been a contract with the city of Vancouver 

dealing with the hotel, it still would have been in the interests of the railway 
company to construct a hotel in Vancouver.

Mr. Hanson : It is a question of opinion.
Sip. Henry Thornton: Mr. Hanson says it is a question of opinion; 

probably it would have been. On the other hand, for instance, we have been 
urged to build a hotel in the city of Quebec in competition with the Chateau 
Frontenac; it has been suggested we ought to build a hotel in Victoria in com
petition with the Empress Hotel, and I have heard of suggestions also-----

Mr. Hanson: And even put one in the city of Fredericton?
Sir Henry Thornton: I have heard that suggestion also. Now perhaps 

from one point of view hotels at all those places might be regarded as in the 
interests of the company. But the real reason, the principal reason for the 
construction of this hotel at Vancouver was to escape from the exceedingly 
onerous contract, although the fact that it also gave us an important traffic 
implement was by no means disregarded.

Hon. Mr. Euler : Does it not come down to this, you were obliged to 
build a hotel and decided in your wisdow that this was the type of hotel you 
ought to build, and that is why it cost-----

Sir Henry Thornton: That is practically what it came down to, Mr. 
Euler. Some may say it was wisdom, others may say it was stupidity, but 
there it is.



180 SELECT STANDING COMMITTEE

Mr. Fraser: Is there any added accommodation to the hotel on account 
of the increase in the price ; is it still a 500 room hotel?

Sir Henry Thornton: Yes—well, it has 19 stories with 595 bedrooms. 
My recollection is that we also have some kind of arrangement, I will not be 
sure about this, that we can add further stories in the future, if necessary.

Mr. Hanbvry: A certain portion only, I think.
Sir Henry Thornton: Some arrangement of that sort.
Mr. Hanbvry: Yes.
Mr. Kennedy: Is co-operation between the railways working out all right 

in northern Alberta?
Sir Henry Thornton: The answer to that question is the arrangement 

between the railways in northern Alberta, the Canadian Pacific and ourselves 
has, I think been eminently satisfactory to both companies, and both companies 
are working in complete amiability and accord. .

Mr. Kennedy: Do you think it would be a good thing to apply to all of 
Canada?

Sir Henry Thornton: That is a question which I think ought to be left 
to those who come to that conclusion.

Mr. Hanson: Returning for a moment to the Vancouver situation. It is 
well known, of course, and I think it ought to be plain here that in return for 
the undertakings of the Canadian Northern people, the city of Vancouver had 
given very substantial grants of land and other things. It was not a one sided 
contract.

Sir Henry Thornton: I think honestly for myself, if you ask me, whether 
the bargain was a good one, the bargain which Mackenzie and Mann negotiated 
was a good one or not, I should have doubts about the wisdom of the contract.

Mr. Hanson: Just what did they really give, and what did you give, 
because it must be a mutual contract?

Sir Henry Thornton: I think Mr. Gzowski, the chief engineer of con
struction is here he has been familiar with the propert for a good many years, 
and I think he knows probably more about that old contract and the conditions 
than anyone else, and I would ask him if he would 'be kind enough to make a 
brief statement to the committee explaining the situation.

Mr. McGibbon: In the meantime, tell me what else is on the—
The Chairman: Let us finish this up first.
Sir Henry Thornton: I think you will be interested in hearing what he 

has to say.
Mr. Gzowski: I first want to say I had nothing to do with the Canadian 

Northern. The bargain briefly was that the Canadian Northern obtained about 
250 acres almost in the centre, the geographical centre of the city of Vancouver. 
In return, they gave back about 30 acres which was to be used for park pur
poses and road purposes. The railway company undertook to enter Vancouver 
via a tunnel, to electrify that tunnel and to electrify all terminals; to put over
head bridges eventually as and when called upon for practically every street on 
that particular block the property covered ; also to make certain developments 
at the head of False Creek; to make a sub station somewhere at the mouth of 
the tunnel—I might say the tunnel has never been definitely fixed,—and other 
small items. At the time that the recent negotiations were made with the city 
I sat in on these, and we were able to show that we were saving at least $15,000,- 
000, or, in other words, the city were giving us $15,000,000 in consideration of 
building the hotel that was referred to by the minister. That was a very con
siderable item to give us in lieu of the hotel.
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Mr. Hanson: Two hundred and thirty acres was the only thing that the 
city gave for the construction?

The Chairman: Well, the False Creek property was one that was un
developed ; it was a space that belonged to the city and had to be covered by 
bridges. It was one of the best entrances that could be given to any railroad 
corporation. There is no doubt about that. I was in Vancouver long before 
any member here was bom—when I say “any member” I mean any member 
from Vancouver. I do not mean some of the other gentlemen here who are ten 
or a dozen years older than I am. I can almost say to any member from 
Vancouver that I was in the city before it was named Vancouver and before 
False Creek was known as a creek at all, before there was any building in the 
city. I was there in 1885 and you can figure it out for yourself ; and I have been 
there almost every year or two since. That is one reason why I took a little 
exception to what Mr. Hanbury said about the position of this new hotel, that 
it was a better position than where the C.P.R. hotel is. I do not believe him, 
and I can tell him, more, that the values of land on Granville street, on which 
the C.P.R. hotel is, are very much more than they are where this other hotel 
is.

Mr. Hanbtjry: You are speaking, about the cost of land.
The Chairman: That is what I say.
Mr. Hanbury: I say it is a better site for the purpose.
The Chairman : Oh, well,—that is a different statement.
Hon. Dr. Manion : To complete the picture, may I just read the order in 

council. I sent for it so there would be no misunderstanding, and we will have 
it on record. This order in council was passed on the 28th September, 1926. It 
was passed by the other government after we went out. It is a briefer one than 
the other one, which consists of four pages. This one is dated the 28th of 
September, 1926, and I shall read it:—

The Committee of the Privy Council have had before them a report, dated 
28th September, 1926, from the Minister of Railways and Canals, representing 
that by order in council of the 7th August, 1926 (P.C. 1218) approval has been 
given to a recommendation of the Board of Directors of the Canadian National 
Railway Company to construct, at an approximate cost of $3,500,000 a hotel 
in the city of Vancouver in consideration of the city of Vancouver releasing the 
Canadian Northern Pacific Railway company and the Canadian Northern Rail
way Company of any and all obligations and liabilities under the provisions of 
Clauses 12, 13, 14 and 17 of a certain agreement, dated the 5th of February, 
1913, entered into between the city of Vancouver, the Canadian Northern 
Pacific Railway Company and the Canadian Northern Railway Company. The 
'aid order in council further purports to authorize the said Railway companies 
to enter into an agreement or agreements with the city of Vancouver to give 
full effect to the understanding arrived at.

The Minister further represents that it is expedient that the matter, as 
approved by the said Order in Council of the 7th of August, 1926 (P.C. 1218) 
be given reconsideration.

The Minister therefore recommends that the said Order in Council of the 
7th of August, 1926 (P.C. 1218) be cancelled.

The committee concur in the foregoing recommendation and submit the 
same for approval.

I should not have read that one, because that is the one that was not car
ried out.

Oh well, gentlemen, don’t think you have any laugh on me at all, because 
you have not. I have the Order in Council here which authorized the $3,500,000 
hotel, so the laugh is the other way.
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I should read the other Order in Council passed by us to justify myself. 
This one is dated the 7th day of August, 1926. “ The Committee of the Privy 
Council have had before them a report, dated 3rd August, 1926, from the Acting 
Minister of Railways and Canals, representing:

1. That under date the 5th day of February, 1913, an agreement was 
entered into between the city of Vancouver, in the province of British Columbia, 
of the first part, and the Canadian Northern Pacific Railway Company, of the 
second part, and the Canadian Northern Railway Company, of the third part; 
the said agreement being hereinafter referred to as “ the Agreement,” the city 
of Vancouver as “ the city ” and the said Railway companies as “ the com
panies.”

2. That under the agreement the companies covenanted with the city, inter 
alia, to do and perform certain matters and things specifically set out in the 
agreement clauses numbers 12, 13, 14, 16 and 17 thereof, and in the whole gen
erally in effect as follows:—

(a) That the approach of the railway “ through the high grounds lying to 
the south and east of the railway property shall be by means of a tunnel of 
double track capacity or two single track tunnels, the tunnels to be electrified 
and permanently maintained;

(b) That a permanent station be established at the south or east portal of 
the tunnel, and if the north portal is more than three-quarters of a mile from 
the Union Station, an additional permanent station to be constructed at the 
north portal ;

(r) That no engines in False Creek shall at any time be operated by steam 
from coal oil other substances emitting fumes, gas or smoke to such an extent 
as to make a nuisance;

(d) That within five years from 1913 a 250-room first-class hotel shall be 
constructed and thereafter permanently maintained within the limits on prop
erty other than railway property;

(e) that, if required, a spur track crossing Main street to the city market 
be constructed.

3. That the Companies have not carried out the provisions of the agree
ment, clauses 12, 13, 14, 16 and 17 thereof.

4. That the city is pressing for the immediate performance of the provis
ions of the agreement, clause 16 thereof, urging that the present needs of the 
city require a larger hotel than the one proposed under the provisions of the 
said clause 16.

5. That the estimated cost to the companies of carrying out the works 
called for by the agreement, clauses 12, 13, 14 and 17 thereof, is $8,150,000.

6. That the Board of Directors of the Canadian National Railway Com
pany is of opinion that the Companies’ liability under the agreement, clauses 
12, 13, 14 and 17 thereof, is questionable, and that it is not in the public inter
est that the Companies undertake to comply with the provisions of the said 
clauses of the said agreement, the agreement in respect of which was impro
vident ly entered into.

7. That the cost of the construction of the proposed 500-room hotel is esti
mated at $3,500,000.

8. That during the past two years negotiations have, with the approval of 
the Department of Railways and Canals, been carried on between the authori
ties of the Canadian National Railways and the authorities of the city with an 
endeavour to effect a settlement between the companies and the city providing 
for the erection by the companies of a hotel within the limits of the city of 
approximately five hundred renting rooms to be operated by the companies and 
providing for the release by the city of the carrying out by the companies of 
the provisions of the agreement, clauses 12, 13, 14 and 17 thereof.
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9. That the negotiations in the immediately preceding statement referred 
to have been carried on to a successful conclusion, the authorities of the city 
making stipulation that action under agreement reached through such nego
tiation" to be taken immediately, in which immediate action the authorities 
of the Canadian National Railways concur.

10. That the Council of the city passed a resolution on the 15th day of 
April 1926, (copy of the resolution hereto attached marked “A”) making refer
ence to the agreement and, in particular, to clauses 12, 13, 14, 16, and 17 thereof 
and to the matter of hotel requirements in the city, and under said resolu
tion resolved as follows :

“That, in consideration of the said railway companies, or either 
of them, immediately erecting, or causing to be erected by an arrange
ment with any other person or company, a first class modern hotel con
taining not less than five hundred rooms, and forthwith to maintain and 
operate the same, the city hereby releases the company from its obliga
tions under clauses 12, 13, 14 and 17 of the said agreement of 1913.”

11. That it is the opinion of the Board of Directors of the Canadian 
National Railway Company that, in view of the progress made by the Cana
dian National Railways in revenue receipts during the present year the whole cost 
of the construction of the proposed five hundred room hotel can be met from 
the estimates which were submitted to parliament at its last session and approved 
by the agreement or agreements with the city of Vancouver to give full effect 
accordingly.

The committee concur in the foregoing recommendation and submit the 
same for approval.”

I might just say in apologizing for reading that long document, I should 
not have intruded into this discussion at all, but my friend Mr. Hanbury 
brought me into it by declaring that I used the words “unnecessary extrava
gance.”

Mr. Hanson: Mr. Chairman, it would appear from the reading of that 
order in council that by letter of the 3rd of August Sir Henry Thornton endorsed 
the whole proposal as outlined in the order in council.

Hon. Dr. Manion : Apparently.
Mr. Hanson: That order in council was rescinded in September, the next 

month, before the election. I would like to know from Sir Henry Thornton 
if there was any authority for the recission of that order in council, or did 
the old government do it off their own bat.

Sir Henry Thornton : I had nothing whatever to do with it.
Mr. Hanson : I am glad to hear that.
Now, the old government cancelled the arrangement that the railways 

themselves had made with the Vancouver authorities, as you will note in that 
order in council, and the hotel was not to be built on railway property but 
on a site to be selected. I leave it to the public to conclude about the arrange
ment.

Hon. Dr. Manion: It is probably lucky I read that other order in council 
after all.

Hon. Mr. Eiler: I was just wondering whether the two statements made 
in that order in council are reconcilable. The order in council calls for the 
construction of a hotel with no fewer than 500 rooms. It also says that it shall 
cost $3,500,000 and that it shall be a first class hotel. I would like to know 
whether it is possible to complete a hotel, built on those requirements, a first class 
hotel with 500 rooms, for $3,500,000.

Mr. Cantley: There is a wide variety of opinion on what is a first class 
hotel.
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Hon. Mr. Euler: Not so much nowadays.
Mr. Hanson: A good many circumstances would have to be taken into con

sideration. What would be a first class hotel in Ottawa or Toronto would be a 
luxurious hotel in my town.

Hon. Mr. Euler: Not in Vancouver.
Mr. Hanson: Possibly not.
Hon. Dr. Manion: There is no doubt that the order in council cites that 

the proposal was recommended to the Minister by Sir Henry Thornton in a 
letter.

Hon. Mr. Euler: There was a first class hotel built in the city of Toronto 
recently, which contains about 1,000 rooms or a little more, and cost I think, 
$17,000,000.

Mr. Heaps Does the $3,500,000 referred to in the order in council take 
into consideration the cost of the land?

Mr. Gray: That is what I was just going to ask.
Hon. Mr. Euler: What is the land worth?
Hon. Dr. Manion: $700.000.
Sir Henry Thornton: $700,000 odd dollars, my recollection is. but I will 

have it looked up; I cannot answer off-hand.
Mr. Hanbury: Neither would that include the cost of equipping.
Hon. Mr. Euler: I would like an answer to that question, if I can get it, 

whether you can build a first cla^s hotel with 500 rooms for $3,500.000. I do not 
think you can.

Sir Henry Thornton: Quite frankly, after considering the whole situa
tion and discussing it, we came to the conclusion subsequently, that we could 
not.

Hon. Mr. Euler: The railway came to that conclusion?
Sir Henry Thornton: Yes.
Mr. Hanson: That is your opinion?
Sir Henry Thornton: Yes.
Mr. Gray: Has there been anything extra added that would make up 

the difference between $3,500,000 and $9,000,000?
Sir Henry Thornton: 95 rooms were added. That was made in this 

way. We had a certain site of a certain size, and the additional 95 rooms 
would relatively amount to not very much, and after discussing the whole situa
tion with our traffic officers, and a general examination of it, we came to the 
conclusion that as long as we had gone that far, 500 rooms, we had better1 
take advantage of the situation and make the hotel 595 rooms, instead of 500.

Hon. Mr. Euler: That was the decision of the railway authorities, I take 
it, not of the government.

Sir Henry Thornton: Yes, and therefore we assumed responsibility.
Hon. Dr. Manion: What is the number of the rooms in the Chateau?
Mr. Hanson: About 600.
Hon. Dr. Manion: I submit to my friend, Mr. Euler down there,—
Sir Henry Thornton: I think there are about 550 rooms.
Hon. Dr. Manion: The Chateau cost less than $9,000,000.
Hon. Mr. Euler: Not much less.
Hon. Dr. Manion: Something less.
Hon. Mr. Euler: The new wing alone cost $7,000,000.
Hon. Dr. Manion: The present cost is $8,535,000 plus $145,000 which 

would make it $8,680,000.
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Hon. Mr. Euler: I would like to ask this; does that include the old 
original Chateau?

Hon. Dr. Manion : It does not include the property.
Hon. Mr. Euler: That is the original cost.
Hon. Dr. Man ion: That is the marked total cost. If we can build the 

Chateau, with 550 rooms for less than $9,000,000, I think we ought to be able 
to build a first class hotel in Vancouver for less than that.

Hon. Mr. Euler: The original Chateau was built how long ago—20 or 25 
years ago, when building was very cheap?

Mr. Hanson : Finished in 1912.
Hon. Mr. Euler: To get down to the point, the new wing which consists 

of 250 rooms, cost how much?—$7,000,000?
Mr. McLaren: Six million.
Hon. Mr. Euler: I am quite willing to make a comparison with this new 

wing of 250 rooms, and you should build a good hotel in Vancouver with almost 
600 rooms for—

Hon. Dr. Manion: It has not 600 rooms.
Mr. Gray : 595.
Hon. Dr. Manion: Well, I submit that the Chateau, which is probably 

one of the most beautiful hotels in the world—
Hon. Mr. Euler: Quite so.
Hon. Dr. Manion: —is quite good enough for the city of Vancouver, and 

is a worthy competitor of any hotel in the world. But that is not the point ; 
I am not really arguing the point. The point is that they settled with the 
city of Vancouver to build a hotel costing $3,500,000. That is the point Mr. 
Hanbury brought out.

Hon. Mr. Euler: A first class hotel there will be different from a first 
class hotel in a small town.

Hon. Dr. Manion: That is a bit of nonsense, because I have in my city, 
Mr. Euler, what they call a first class hotel, a hotel which has only 100 rooms, 
and it cost to build about $700,000 or $800,000, but it is called a first class! 
hotel. As Mr. Hanson says, what constitutes a first class hotel is a matter of 
opinion. There are lots of hotels in Europe that are absolutely first class hotels, 
but they could not compare with the Chateau Laurier. I think Sir Henry will 
agree with me in that, because they do not go in for the luxurious surroundings 
of the Chateau Laurier. I am not saying this in a critical sense, I am just say
ing it is a matter of opinion as to what constitutes a first class hotel.

Hon. Mr. Euler : I am just trying to get an answer to my question 
whether it is possible in the city of Vancouver to build a first class hotel con
taining 500 rooms for $3,500,000. My impression is that you cannot do it. I 
would like to know that. I do not think that you could compare a first class 
hotel in Vancouver with what is called a first class hotel in Fort William, and 
I am not reflecting upon Fort William at all, but a first class hotel in Fort 
William would not do as a first class hotel in Vancouver.

Hon. Dr. Manion: Certainly it is a matter of opinion what a first class 
hotel is. That is what I am pointing out. I agree with you in that. I do not 
mean to say that an $800,000 hotel in Vancouver would be satisfactory, but 
there is a vast jump between $3,500,000 in 1926 and the cost that is estimated 
in 1930.

Hon. Mr. Euler: You added another 100 rooms.
Hon. Dr. Manion: All right, but in the same proportion it does not come 

to $9,000,000. I did not mean to argue this thing out.
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Mr. Heaps : The whole point is whether the building is an economical 
building. Are the people being given value for the money?

Hon. Mr. Man ion: That is not the question Mr. Hanbury brought up. He 
brought up the question that I used the word “ extravagance ” and I used the 
words “ unnecessary capital expenditure.” I submit further that the Canadian 
National Railway would be better off to the extent of quite a few hundreds of 
thousands of dollars annually if they had not built the Vancouver Hotel at 
all, and furthermore, that the Canadian National Railway would be better 
off if they had not built any hotels in this country.

Mr. Heaps: We are going beyond the argument. They inherited a number 
of hotels for which the company is held responsible, and we are discussing the 
one at Vancouver. There was a contractual obligation to the company. It was 
claimed that a three and a half million dollar hotel—

Mr. Hanson: It could be settled for three and a half million dollars.
Mr. Heaps: It might be a good thing to build a hotel of two hundred and 

fifty rooms or five hundred and ninety-five, I don’t know; but that is a matter 
entirely for the officials of the company to determine; but to try to make the 
inference that they are building a nine million dollar hotel which only cost three 
and a half millions might leave a decidedly wrong impression. I do not think 
we ought to allow the impression to go abroad that we are building a nine 
million dollar hotel for three and a half millions.

Mr. Hanson: I think the basis of the statement was that he had stated 
that the unnecessary expenditure had not been instigated by the late govern
ment, and I will ask Sir Henry Thornton whether or not the management of the 
railway accept the full responsibility for the increase from three and a half 
million dollars to the estimated cost for the construction of the hotel in Van
couver.

Mr. McGibbon : Sir Henry said they were not even consulted.
Sir Henry Thornton: I did not quite mean that. As I recall the circum

stances, the first order in council which was passed by the government which 
existed during the interval was cancelled by the subsequent government when 
they returned to power.

Mr. Hanson : You had nothing to do with that.
Sir Henry Thornton: That was an action of the government; I had nothing 

to do with that, but that re-opened the whole question, and we had our contract 
with the city and when we came to reconsider the whole question again business 
was increasing, times were booming, anil it looked as if they were going to 
continue to be good. We felt at that time, in the light of the information that 
we then had, that it would be the part of wisdom to build a better hotel than 
was originally contemplated in the first order in council, and of larger size. Now, 
I will say perfectly frankly here—and this applies to a good many things, not 
only in connection with the railway but with every enterprise in Canada—if I 
had known at that time that we were going to be confronted with such times 
as we now have, I certainly would not have made that recommendation; but 
there are a good many people who did things at that time and who, had they 
known what they know now, certainly would not have embarked upon them.

Hon. Mr. Euler: You did make a recommendation?
Sir Henry Thornton: Certainly. We accept full responsibility for any 

recommendation which went to any government at any time.
Mr. Hanson : The fact of the matter is that you thought you had to have 

a hotel comparable with the C.P.R.?
Sir Henry Thornton: Yes, exactly.
Hon. Mr. Euler : Wasn’t the initiative to build a hotel somewhat larger and 

of a better character taken by the railway itself?
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Sir Henry Thornton : Yes, certainly it was.
Hon. Mr. Euler: And not by the government?
Sir Henry Thornton: No, the government didn't make any recommenda

tion as to what we should do. They simply cancelled the previous order in 
council and left the thing in the air to revise.

Hon. Mr. Euler: And they accepted your recommendation which was to 
build the hotel as it is now?

Mr. Hanson: At a capital cost in this case of six million dollars more than 
the arrangement that could have been made?

Hon. Mr. Euler: What arrangement?
Mr. Hanson: Sir Henry said just now that if he had to do it over again 

they would not do anything of the sort.
The Chairman: I think we have spent enough time on the hotels. I am 

under the impression that the management will not build any more hotels 
to-morrow.

Mr. Hanson: There are a whole lot of things they will not do.
Mr. Gray: I think that applies to members of the committee.
Sir Henry Thornton: What Mr. Hanson says is quite true. Two or three 

years ago-we exercised such judgment and intelligence as we had in the light of 
the times, and as I said a moment ago there are lots of things which we did 
and lots of things which the people of this country did—

The Chairman: Lots of us.
Sir Henry Thornton : —that we would not have done had we known what 

is happening to-day. I cannot speak more clearly than that.
Hon. Mr. Euler: You acted on your best judgment at that time?
Sir Henry Thornton: Certainly.
Mr. McGibbon: The test of that was the contractual agreement with the 

city of Vancouver. There was one settlement made for three hundred and 
fifty thousand dollars—

The Chairman: Three and a half million.
Mr. McGibbon: Three and a half million dollars. That was satisfactory 

to the city of Vancouver. It was satisfactory to the directors, and it was satis
factory to the government. That was set aside, and the result of that setting 
aside is about six million or more added to the settlement. Is not that correct?

Hon. Mr. Euler: And a better hotel.
Sir Henry Thornton : You will forgive me if I prefer to keep out of any

thing that looks political?
Mr. Gray: Certainly.
The Chairman : I think enough time has been spent on the Vancouver Hotel.
Mr. Gray: It is done anyway. If you want to blame the late government, 

blame them.
Mr. MacMillan: Are you progressively working on the hotel in Vancouver?
Sir Henry Thornton: Yes.
Mr. MacMillan: It is not going to be shut down?
Sir Henry Thornton: No, it has not been shut down.
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Mr. MacMillan : It is not going to be?
Sir Henry Thornton: Not at the moment.
Mr. Bell: Are you contemplating building a hotel in Montreal?
Sir Henry Thornton: That is one question that I can answer in the nega

tive, although there have been offers made and suggestions proposed, and we 
have, with the prudence which is characteristic of the management up to this 
time, rejected all of them.

The committee adjourned to meet on Tuesday, June 23, at 11 o’clock a.m.
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MINUTES OF PROCEEDINGS
Tuesday, June 23, 1931.

MORNING SITTING

The Select Standing Committee on Railways and Shipping, owned, operated 
and controlled by the Government, in accordance with notice issued, opened 
proceedings at 11.20 o’clock a.m., Hon. Mr. Chaplin, the Chairman, presided.

Members present: Messrs. Beaubien, Bothwell, Chaplin, Duff, Euler, Fiset 
(Sir Eugène), Fraser (Cariboo), Hanbury, Heaps, Kennedy (Peace River), 
McGibbon, MacMillan (Saskatoon), Manion, Rogers and Stewart (Lethbridge). 
—15.

Sir Henry Thornton furnished a list of answers to questions submitted 
prior to the meeting, as follows :—

1. Number of pensioners living in Canada, United States, other countries. 
—Mr. Fraser.

2. Fire and marine insurance placed or renewed with underwriters during 
1930.—Mr. McGibbon.

3. Number of employees on the payrolls, divided between employees in 
Canada and employees in United States.—Mr. Fraser.

4. What is the operating ratio of the Chateau Laurier compared with what 
it was before the enlargement?—(8-year period).—Mr. McGibbon.

5. What are names of firms from which radio equipment is purchased by 
the Canadian National Railways? (1929-30). (See evidence for answers).— 
Mr. McGibbon.

Discussion in connection with marine insurance, Pacific, Atlantic and West 
Indies’ service.

Question by Mr. Chaplin answered, re present and ultimate investment in 
hotels now being constructed or under way.

Discussion re Canadian National bonds and securities. Charts distributed 
to the Committee showing trend of yield.

Rules and regulations of Pensions Department distributed, in response to 
request at previous meeting.

By permission of the Committee Mr. Hackett asked several questions, which 
were answered. Also made some corrections in his evidence of prior date.

Statement of estimated financial requirements for 1931 taken up. .

Some discussion on Sunnybrae-Guysborough Railway.

It being one o’clock the Committee adjourned to meet again at 4 p.m.
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AFTERNOON SITTING

Owing to a division in the House the Committee could not secure a quorum 
until 4.30 o’clock. Hon. Mr. Chaplin, the Chairman, presided.

Members present: Messrs. Beaubien, Bothwell, Cantley, Chaplin, Duff, 
Euler, Fraser (Cariboo), Gray, Hanbury, Hanson (York-Sunbury), Heaps, 
Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), Manion and
Rogers.—16.

Statement of estimate of financial requirements again considered. Discussion 
re expenditures on railways and Montreal Terminals; also respecting hotel in West 
Indies.

Some discussion re Northern Alberta Railways.

It being six o’clock the Committee adjourned to meet again at 11 o’clock, 
tomorrow—Wednesday.

E. L. MORRIS,
Acting Clerk of the Committee.
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Room 368,
House of Commons,

Tuesday, June 23, 1931.

The Select Standing Committee on Railways and Shipping met at 11 
o’clock a.m. Honourable J. D. Chaplin, Chairman, presiding.

The Chairman: The Minister of Railways and Canals will not be here 
for a few minutes, but in the meantime we will go ahead with the work.

Sir Henry Thornton : Mr. Chairman, Dr. McGibbon asked a question 
at the last meeting in regard to fire and marine insurance placed or renewed 
with underwriters during 1930.

The fire insurance placed or renewed amounted to $9.912.000. Premium 
paid on that insurance, $26,927.22. Marine insurance, amount placed $11,500,- 
000; premium paid, $153,770.08.

Mr. Fraser asked the number of pensioners living in Canada or the 
United States and other countries. The answer is: Pension cheques mailed to 
pensioners in Canada to 2,900 individuals ; to pensioners in the United States 
(who were formely employed on our American lines) 336 individuals; to pen
sioners in the United States (who were formerly employed on our Canadian 
lines) 119 individuals ; to pensioners living in other countries, 25 individuals.

Mr. Fraser asked the number of employees on the pay-rolls, divided between 
employees in Canada and employees in the United States. The answer is that 
the average number of employees on the Canadian National Railways system, 
including hotels and the Central Vermont Railway, for the year 1930, was 
102,773. Of that number there were employed on Canadian lines, including 
hotels, 90,510; and within the borders of the United States, 12,263.

Dr. McGibbon asked, What is the operating ratio of the Chateau Laurier 
compared with what it was before the enlargement? The answer is that the 
new wing was opened in March, 1929, and the operating ratio for the eight 
years, excluding extraordinary alteration expenses charged to operation, is as 
follows :—

1923
1924
1925
1926

95-36 per cent 1927................... 75-20 per cent
90-14 per cent 1928................... 76-69 per cent
87-85 per cent 1929...................83-96 per cent
79-99 per cent 1930...................83-18 per cent

The ratio for the eight years under consideration is 83-28.
Dr. McGibbon also asked this question: What are the names of firms from 

which radio equipment is purchased by the Canadian National Railways?
The answer is: During the years 1929 and 1930, radio equipment and sup

plies, and repair parts, were purchased from the following firms:
Northern Electric Company, of Montreal, manufacturers of radio equip

ment Our purchases from this firm consisted of broadcasting equipment, 
including public address systems for hotels, and other equipment used in 
broadcasting stations, also vacuum tubes, microphones, etc.
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Canadian General Electric Company, of Montreal, manufacturers of radio 
receiving equipment. Our purchases consisted mainly of charging equipment 
for charging storage batteries for battery equipped radio sets.

Canadian Marconi Company, Limited, of Montreal, manufacturers of radio 
equipment. Our purchases consisted of three complete radio receiving sets for 
the Canadian National Steamships, also radio tubes and repair parts for broad
casting equipment.

Victor Talking Machine Company, of Montreal, manufacturers of radio 
equipment. Our purchases consisted of twelve sets of radio receiving equip
ments in 1929 and twenty-four sets in 1.930, including cabinets in rough.

Stromberg-Carlson Telephone Company, of Toronto, manufacturers of 
radio equipment. Our purchases consisted of ten sets of radio receiving equip
ments in 1929, and six sets in 1930, and did not include cabinets.

The Hart Battery Company, of Montreal, manufacturers of storage batter
ies. Our purchases consisted of batteries for reoeiving sets on passenger cars.

The Canadian National Carbon Company, of Toronto, manufacturers of 
dry cell batteries. Our purchases consisted of radio batteries and tubes 
for receiving sets.

The Canadian Brandes, Limited, of Toronto, manufacturers of radio head 
sets. Our purchases consisted of ear phones for radio equipment for passenger 
cars.

The Ferranti Limited, of Toronto, manufacturers of electrical equipment. 
Our purchases consisted of transformers for broadcasting equipment.

The Carter Radio Company, of Toronto, manufacturers of radio equipment. 
Our purchases consisted of radio plugs.

The Electric Specialty Manufacturing Company, of Stamford, Connecticut, 
manufacturers of electrical appliances and radio equipment. Our purchases 
consisted of dynamotors made specially for use in connection with receiving 
equipment used on our trains. These equipments are not manufactured in 
Canada.

The Aerovox Wireless Supplies, Limited, of Brooklyn, New York, manu
facturers of radio equipment. Our purchases consisted of special condensers 
for use in connection with train receiving equipment and which are not manu
factured in Canada.

Payette and Company, Limited, of Montreal, radio dealers. Our pur
chases consisted of a few sets of ear phones, not elsewhere obtainable as manu
facturers had discontinued making them.

The E. W. Playford Limited, of Montreal, wholesalers of electrical appar
atus. Our purchases consisted of a special radio analyser handled exclusively 
by them.

The T. C. Darling Company, of Montreal, authorized dealers for Strom- 
berg-Carlson Telephone Company, manufacturers of radio receiving sets. Our 
purchases consisted principally of repair parts for Stromberg-Carlson sets. 
They gave us the same price as we were able to obtain direct from the Strom
berg-Carlson Telephone Company. There will be no further orders of this 
nature as we now handle our own radio repairs. Purchases from this firm in 
1929 amounted to $165, and in 1930 they were nil.

I will hand this information to the reporters.
Hon. Mr. Euler: In connection with premiums on Marine insurance, on 

the railways you carry your own insurance altogether. Have you thought of 
applying the same principle, carrying your own insurance on your vessels, as 
you do on the railways.

Sir Henry Thornton: We do.
Hon. Mr. Euler: You speak of premiums.
Sir Henry Thornton: A certain proportion is put out to Underwriters, I 

mean the larger risks.
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Hon. Mr. Euler: Do you carry your own insurance there as you do on 
your railways.

Sir Henry Thornton : Let me correct that, Mr. Euler. Practically all of 
that Marine insurance is on the Pacific coast boats.

Hon. Mr. Euler: And that is carried by private insurance companies.
Sir Henry Thornton : We carry out the first $300,000 ourselves and farm 

out the balance.
Hon. Mr. Euler: Why vary the practice.
Sir Henry Thornton : Well, because we do not care to jeopardize the 

insurance fund, in the event of a very large risk or a very large loss. We do 
not mind carrying losses in our own insurance fund up to, say, $300,000; but 
if a boat should become a total loss we do not want to carry that risk in our 
own fund. That is, in a measure, re-insurance.

Mr. Duff : A very wise thing.
Mr. Fraser: I understood the other day that you made a clear line of 

division as between your coastal service and your triangular service. I under
stood you to say that you had an idea or intended to give out the insurance 
on your triangular sendee. Was that correct?

Sir Henry Thornton: No, this is all the same thing. We are to-day run
ning vessels in what is known as the triangular service, that is, vessels which 
call at Vancouver, Seattle and Victoria. They started, I think, this year, maybe 
last year ; but there is no line of demarcation. If I gave you that impression 
I did it unwittingly. There is no line of demarcation between what is called 
the triangular service and the general coastline service. The triangular service 
is a part of the general coastal sendee. It is called the triangular service as a 
sort of trade name.

Hon. Mr. Euler: In your regular Merchant Marine, which I think consists 
of between thirty and forty vessels, do you carry that yourselves or not.

Sir Henry Thornton: Yes, we carry that ourselves.
Hon. Mr. Euler: That applies also to the new West Indies service, does 

it, those new boats.
Sir Henry Thornton : Yes.
Mr. Duff: You set aside a certain amount every year, which you credit to 

an insurance fund.
Sir Henry Thornton: We pay the premium to ourselves.
Mr. Duff: You set aside a fund.
Sir Henry Thornton: Yes.
Mr. Duff : Exactly. We decided that some years ago.
Sir Henry Thornton: Yes.
Hon. Mr. Euler: Are the rates greater on the Pacific Coast?
Sir Henry Thornton: We have more expensive vessels. It is a little 

difficult to say whether the risk is greater or not. At certain times of the year 
there are serious fogs, heavy fogs, in some of the inland routes that some of 
our vessels follow ; the rights themselves are narrow and tortuous.

Hon. Mr. Euler: And the rates are correspondingly high.
Sir Henry Thornton: I hope so.
Mr. FrasUr: Is the premium paid for Marine risks on the Pacific greater 

than on the Atlantic for a similar service.
Sir Henry Thornton: I have no way of making comparison, but my 

guess would be that they probably are. I may be wrong in that.
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Mr. MacMillan : What is your basis of arriving at insurance that you 
place on vessels ; is there any set basis.

Sir Henry Thornton: It is largely a matter of judgment. For instance, 
we carry risks in our own fund up to $300,000; When we get beyond that we 
put it outside, because if the loss should be a total one we think it good judg
ment not to jeopardize our own insurance fund by that amount.

Mr. MacMillan: That is just an arbitrary amount.
Sir Henry Thornton: That is so.
Mr. Duff: Every insurance company does the same thing. If they get a 

larger amount than they think they can carry then they give it to other insur
ance companies.

Sir Henry Thornton: The same as in life insurance, I believe.
Hon. Mr. Eviler : But they are not owners.
Mr. Duff: It would not be wise to carry the whole thing themselves.
Sir Henry Thornton: May I go on gentlemen. There was a question 

asked by Mr. Chaplin, and the question was: What the present investment was, 
and when same is all completed, what the ultimate investment is to be in the 
hotels that are being constructed or under way. I will hand this in to the 
official reporter ; but, for the purpose of this committee you will probably just 
want the total. The total as of December 31, 1930 is $26,354,778.

The estimated cost to complete hotels now under construction is $9,538,606, 
and that means that the total estimated investment on completion in hotels will 
be $35,893,384.

INVESTMENT IN HOTELS AT DECEMBER 31, 1930. ESTIMATED COST TO COMPLETE 
HOTELS UNDER CONSTRUCTION AND ESTIMATED TOTAL 

INVESTMENT WHEN CONSTRUCTION COMPLETED
Estimated

Capital Estimated
Expenditure investment

Investment Jan.1. 1931 on
Name Location Dec. 31,1930 to completion completion

Pic ton Lodge.................. . .. Pictou, N.S. $ 200.883 $ $ 200.883
Nova Scotia.................. .. Halifax, N.S. 2.358.418 182,682 2.541.100
Chateau Laurier.............. , .. Ottawa. Ont. 8.535.864 145.000 8.680.864
Fort Garry...................... . .. Winnipeg, Man. 2.890.206 2.890.206
MacDonald...................... .. Edmonton, Alta. 2.224.852 2.224.852
Prince Arthur............... . . Port Arthur. Ont. 1.176.021 1.176.921
Prince Edward............... . . Brandon. Man. 519.813 519.813
Jasper Park Lodge . . . . Jasper. Alta. 2,530.154 2.539.154
Minaki Lodge................... .. Minaki. Ont. 1,091,354 1.091.354
< ''rand Beach Hotel.. .. ..Grand Beach. Man. 417.107 417.107
Nipigon Lodge............... .. Orient Bay, Ont. 37,639 37,639
Highland Inn Campa .. . . Algonquin Park Ont. 182.491 182.491
•Canadian National.. .. . . Charlottetown. P.E.I. 689.460 166.540 856.000
•The Bessborough . . . . . . Saskatoon, Sask. 510,221 3.232.779 3.743.000
•Canadian National . . . . . . Vancouver. B.C. 2.980.395 5.811.605 8.792.000

Total.............. ... . . $26.354,778 $9.538,606 $35.893.384

Hotels in operation................................................................................ $22,174,702
•Hotels under construction................................................................... 4.180,076

$26,354,778

I think it was Mr. Heaps who asked for information with respect to the 
trend of the yield on Canadian National bonds and Canadian National securi
ties guaranteed by the government. It is a little difficult to answer that ques
tion in a form which will convey the information desired; but Mr. Grant, our 
financial Vice President, has prepared a series of charts which show the yield 
in the column on the right and left, and the price, and week by week from April 
1st, the market value in yield of those different securities that is represented by 
a series of charts, which I think, is about the best way to explain the situation.
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Mr. Heaps: What years have you got there, Sir Henry.
Sir Henry Thornton: That is from April 1st to June 19th, 1931. These 

charts show the trend of yield as represented by the market price of those 
bonds. That is to say, that represents, as far as the market can represent, the 
opinion of the public'as to the relative value of the two classes of securities. 
Have I made that clear, Mr. Heaps.

Mr. Heaps: Yes, but I thought you were going to give us the information 
for a longer period than you have given us here on the charts.

Sir Henry Thornton : Well, I suppose the only reason that that was done 
was because of the labour involved and the difficulty and time it would take 
to go back over a period of years and collect the data. Is that right, Mr. Grant.

Mr. Grant: It was just a question of giving the present market com
parisons. Mr. Heaps.

Mr. Heaps: Did you do much financing in the period as shown in the chart 
here.

Mr. Grant: Not in that period, no sir.
Mr. Heaps: Then it would not give the comparison I am asking for.
Sir Henry Thornton: That represents the estimate that the public has 

expressed, or as expressed by the public, as to what the public thought of 
them. If there is anything else you would like, or anything else you can 
suggest, we will try to get it for you.

Mr. Heaps: The purpose of my question was to find out if it was pos
sible to borrow money cheaper than you have been doing under the present 
system.

Sir Henry Thornton: If you take the period subsequent to April 1, 
you will observe that on May 6 there was a considerable drop on yield of 
Canadian government bonds and that continued until May 27, and then it ran 
along fairly level. If you will take the Canadian National securities there 
was a continued drop till May 6, and then from that time onward a steady 
increase in both yield and price.

I would like to get you the information you want; but it is a little hard. 
However, if you will say what you want xve will try to get it for you.

Mr. Heaps: All I was asking for was to find out if it would be possible 
to borrow money cheaper with the government doing the borrowing than the 
Canadian National.

Sir Henry Thornton: Mr. Grant follows this thing almost day by day 
and has done so for several years, and I think perhaps he could give you an 
answer to that question to the best of his ability based upon his experience. 
Could you do that, Mr. Grant?

Mr. Grant: As I stated at the last meeting, Mr. Heaps, you cannot 
compare a government issue with an issue of the Canadian National unless they 
are issued at the same time and practically under the same terms and conditions. 
I stated at the last meeting that a direct government bond would sell at a better 
price than a Canadian National guarantee bond.

Hon. Mr. Manion: You stated one-tenth of 1 per cent.
Mr. Grant: Approximately. I have prepared a chart there of four different 

bonds, Dominion government, per cent bonds as compared with three Cana
dian National 4\ bonds. Now, take the third one on your sheet there, the third 
chart, that is Dominion government 1956, maturing 1956, 4^ bonds, and then 
compare our 4\ per cent bonds which are due in February, 1956. That is about 
as close a comparison as you can get.

Mr. Heaps: One is 4-42 as against the same period of 4-21.
Mr. Grant: No, take Dominion Government 1956. That is the third chart.
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Sir Henry Thornton: Just show Mr. Heaps the few sheets there which 
you are comparing.

Mr. Grant: The third chart, that is 4$ per cent Government Bond, it is 
selling at 102$ June 19, a yield'basis of 4-33; Canadian National bonds due 1956, 
the same year, is selling at 102$ or 4-35 basis.

Sir Henry Thornton: 101$, 1956, Canadian National. That is the second 
to the last chart.

Mr. Grant: 102$.
Mr. Heaps: It is 4-35, 102$ as against 100$.
Mr. Grant: That is the comparison there. Take the last date we have there.
Hon. Mr. Euler: .That hardly corresponds with your opinion that the dif

ference is one-tenth of 1 per cent. That comparison you make is a bond, or on 
bonds, with the date of issue the same and the date the same.

Mr. Grant: Quite right.
Mr. Euler: That is about the only comparison you can get.
Sir Eugene Fiset: In connection with your last Canadian National issue, 

1956, 102$, 435 and Dominion government 1956, 102$, 453 yield, were these bonds 
guaranteed?

Mr. Grant: Yes, sir.
Sir Henry Thornton : They are guaranteed by the Dominion government.
The Chairman : Are there any other questions?
Sir Eugene Fiset: Have you provided a sinking fund here?
Mr. Grant: I said the other day that we had no sinking fund in these bonds 

that were guaranteed by the government, and the recent issue. I made that state
ment, Mr. Fiset.

Mr. Heaps: It appears to me from these charts that the difference in 
the borrowing powers or capacity of the government and the railways is 
approximately half of 1 per cent. I am taking that second last sheet, Canadian 
National 4$ bonds, February 1, 1956.

Mr. Grant: Yes.
Mr. Heaps: Showing 101$.
Mr. MacMillan: They all show 101$.
Mr. Heaps: I take your third sheet, Dominion Government Conversion 

Loan, June 1, 1956, a fraction below 102.
, Mr. Grant: Dominion Government loan 102$.

Mr. Heaps: It is less than 102. It is between 101$ and 102.
Mr. Grant: Yes.
Mr. Heaps: That means a little less than 102.
Mr. Grant: That is a quarter less.
Mr. Heaps: Here you have 101$, so that I say the difference is about 

half of 1 per cent. I am just stating what is shown on the charts here.
Mr. Grant: I do not just see where you get the half of one per cent.
Mr. Heaps: What do you estimate as being the difference in borrowing 

capacity in the two corporations?
Mr. Grant: I have stated there was a difference last year of • 10 per cent.
Mr. Heaps: You still retain that figure?
Mr. Grant: The different maturities will make a different yield on those 

bonds. That is a shorter term bond. Take, for example, that short term bond 
on the first 1944 there. The 4-27 basis, it is selling against our 4-35. There 
is a difference of • 19.
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Mr. Heaps Well, Mr. Grant, am I to accept it as being your opinion that 
one-tenth of one per cent would be the difference approximately between the 
government borrowing and the railway borrowing capacities?

Mr. Grant: I would not say that. I would say the same bond is selling 
on a basis of approximately that; but the point I am trying to make, Mr. Heaps, 
is that the Dominion Government bond, their last issue $100,000,000 was a 4 
per cent coupon. It was put out in October, 1930. You cannot compare that 
price of that day with the bond that we put out in February which was a 
per cent coupon. It is not comparable.

Mr. Duff: A great deal depends on the financial efficiency of the cor
poration.

Sir Henry Thornton : I do not think so, Mr. Duff. I think what the 
purchaser of a bond looks at is the security of the bond.

Mr. Duff: I thought you were giving the value of it in this chart?
Sir Henry Thornton: All these bonds of ours are guaranteed by the gov

ernment, in fact, they are the same as a government bond although there might 
be a slight disparagement against our bonds.

Mr. Duff: The market value is determined by the condition of the cor
poration.

Sir Henry Thornton : There are other factors which enter into it which 
are of some importance than the state of our earnings.

Hon. Mr. Euler: I think the only factor that enters into it is the responsi
bility of the government in both instances.

Sir Henry Thornton: I think that is a fair statement.
Hon. Mr. Euler: If your corporation cannot pay the interest on those bonds 

the government pays it.
Sir Eugene Fiset: Canadian National bonds are a second mortgage, while 

Dominion Government bonds are a first mortgage.
Sir Henry Thornton : The main factor is the condition of the money 

market at the date of issue.
Mr. Heaps : What I am trying to get at is quite obvious, if there could be 

any saving by the Federal Government handling these bonds I would like to 
see that money saved to the Canadian National system.

Sir Henry Thornton: The only answer I could give you to that would be 
to rely on the experience and judgment of Mr. Grant who, as I say, specializes 
on these things almost day by day. It would be very difficult to get any set 
of statistics or charts which would definitely prove that one way or the other. 
I would personally a good deal rather rely on his opinion than a set of charts.

Hon. Mr. Euler: At one time the government itself made the direct issue 
and it was later transferred to the railways.

Sir Henry Thornton: I don’t know anything about that.
Mr, Grant: Before the amalgamation I understand that the government 

made direct advances in cash to the railway.
Hon. Mr. Manion : That is true. This $604,000,000 is an instance. It war- 

advanced by the government at various times from 1911 on.
Sir Henry Thornton : The question Mr. Heaps is asking is directed to the 

question of which method will save to the Canadian National and to the 
Government of Canada as a whole the most money.

Mr. Heaps: It is quite obvious.
Sir Eugene Fiset : Loans from the treasury were made to the railways. 

They were provided for even last in the estimates. You have a proviso in the 
issue of your loans that the amounts of certain rates could be advanced duvet 
through the treasury. That wras the first item in your estimates.
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Hon. Mr. Manion : Yes, but it was not done between 1919—I had the 
figures here some little time ago—and 1923. There was quite a good deal of 
money advanced in cash then. Then from 1923 to date there has been very 
little adavnced in cash. As I say, I had the figures here recently. I do not 
wish to give them from memory, although I think I could; but the only money 
that has been advanced, so far as my recollection goes, by the government in 
cash was $604,000,000 which is in the balance sheet, and that was advanced 
between 1911 and 1930. Then the balance of the government account is entirely 
made up of interest or of government railways which they have handed over 
to the National Railways to administer. I do not think the government has ever 
issued straight bonds, except to guarantee them, and I presume the reason is 
because the hope was there that ultimately the railway would carry the interest 
itself.

Sir Henry Thornton: The one idea being that the state of the railways 
might be such as to enable them to guarantee without government guarantee.

Hon. Mr. Manion: That is what I mean.
Sir Henry Thornton : Mr. Heaps, I want to give you everything we can.
Mr. Heaps: I appreciate all you have done in this matter, Sir Henry.
Hon. Mr. Euler: Mr. Chairman, it seems apparent that the government 

can borrow just a little more cheaply or more to the advantage of the country 
than the railway issuing their own bonds direct. If that is true, would it be 
worth while, or are there any great objections to giving consideration to the 
advisability of the government doing the borrowing. There may be some objec
tions, I don’t know.

Hon. Mr. Manion: There is a representative here of the Finance Depart
ment who might possibly give the committee a suggestion in that regard.

An hon. Member: After all, it is a matter of government policy.
Mr. Roberts : It is entirely a matter of government policy. When we have 

surplus funds, under the statutory authority, we have made temporary advances 
to the railway. We try to operate as economically as possible in that respect. 
The other question is one of government policy. As Mr. Grant says it could be 
done much cheaper.

Sir Eugene Fiset: Could you tell me if this year you have provided in Bill 
79 for the government to advance loans to the Canadian National.

Mr. Roberts : Only temporary. The provision is that the railway can use 
the government guarantee ; but if we should lie able by reason of market condi
tions to tide the railway over a difficult period, why, we would have authority to 
assist it in that manner. But the idea is that guaranteed securities will be issued.

Sir Eugene Fiset: It is a change in the system.
Mr. Roberts : No. I might explain to the committee the change in the 

system was brought about by reason of the fact that railway supply is not a part 
of government supply. It is aid to a corporation, therefore, it has really no place 
in the supply bill which is aid to His Majesty directly and, for that reason, prac
tically the same provision that grew up under the old Act has now been embodied 
in those two statutes, one giving the railway authority and the other giving the 
Dominion authority to guarantee those bonds. One now takes its place in the 
statute rather than in an estimate.

The Chairman : I hope Mr. Roberts’ statement will not start a political 
controversy on the whole question of government and railway loans. These 
charts, as Î take it, show this, that where you can make a close examination there 
is a slight amount in favour of the government borrowing. Before the committee 
rises, I will ask them to put a sentence in their report covering any recommenda
tion they may want to make in regard to this matter.
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Sir Henry Thornton : At the last meeting, I think it was, a request was 
made that the rules and regulations of the Pensions Department be distributed. 
I have had those sent up and they will now be distributed to the members.

There are no further questions to answer, Mr. Chairman, of which I have 
knowledge.

Hon. Mr. Manion: Just one little point I suggest for the information of the 
committee; Mr. Grant, would you mind giving to the committee the amounts of 
money and the amounts of government guarantees starting at 1919 right up to 
date, just putting it on the record, taking the two periods, say, from 1919 to 1923. 
and then from 1923 to date. The reason I take those two periods is because 1923 
was the year of consolidation.

Mr. Grant: You want the total of cash advanced and the total guaranteed.
Hon. Mr. Manion: Yes, and put them on the record. It will be interesting 

to the members to have that information.
Mr. Hackett: May I refer to a correction to which I made reference the 

other day. Page 56 is so reported as to place misstatements in the mouth of the 
witness, Mr. McLaren, and to put things into my mouth, which I did not say. 
I have made the correction, and with your permission, I will hand it to Mr. 
McLaren and ask him to verify its accuracy so that it may go into the record 
of this day as a correction.

The Chairman: I am sorry that such a thing should have occurred. We 
will try and get the correction made.

Mr. Duff: Mistakes will happen even in the best regulated families.
Mr. McLaren: Mr. Hackett, was it just the one item about the public 

debt?
Mr. Hackett: In the first place, the word “debit” is used instead of the 

word “ deficit,” and then where I asked with regard to deficits since a cer
tain date I am reported as asking “ up to a date,” the information was available 
up to a date. Then the most gross error was in the last question, the answer to 
the last question, wherein I am reported as having said “ and that is after 
deducting interest only on the funded debt to the public and disregarding 
interest on amounts owing the government.” You see, your answer there makes 
it appear that all interests on all liabilities had been paid, which is not the case.

Mr. McLaren: No, I am sorry I misunderstood your question. My answer 
should have been that the $111,272,315.57 is after deducting the interest on the 
funded debt of the railway held by the public.

Mr. Hackett: Only.
Mr. McLaren: Yes.
Mr. Hackett: Without any allowance for the $604,000,000 owing to the 

government and without taking into consideration some of the other liabilities'.
Mr. McLaren: Correct.
Sir Henry Thornton: Are you and Mr. Hackett now in accord?
Mr. Hackett: We have been in accord throughout. The only difficulty 

was that we may have been talking a little rapidly, and it was at the end of a 
long session and the reporter, possibly due to some mumbling on my part did 
not report me or Mr. McLaren accurately.

Sir Henry Thornton: Well, then, we have got that clear, I think. Is it 
your wish, Mr. Chairman, that we should proceed with the statement of esti
mated financial requirements, resources and capital expenditures for the year 
ending December 31, 1931?

The Chairman: Yes.
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Mr. Fairweather:
CANADIAN NATIONAL RAILWAYS

STATEMENT OF ESTIMATED FINANCIAL REQUIREMENTS, RESOURCES AND 
CAPITAL EXPENDITURES FOR THE YEAR ENDING DEC. 31, 1931

Net income requirements after interest ( Exhibit “A”) .. ................................. #31,367,882 56
Other financial requirements

Retirement of capital obligations including sinking fund and equipment
principal payments (Exhibit “D"............................................................... 9.299.613 44

Acquisition of securities of Canada West Indies Hotel (Exhibit “E”) .. 150,000 00

Net financial requirements...................................................................... $40,817,496 00

Mr. Duff: Do we not take them up item by item? Had we not better do 
that? Why read them all off and then go back?

The Chairman: We will go through each page and then go back and clean 
it up. We will go back to the individual items.

Mr. Fairweather:
General additions and betterments less retirements (Exhibit “F”)............... $20,604,663 00
Discount on securities to be issued (Exhibit “Q”)............................................. 3.500.000 00
Proposed new equipment issue series "M” (Exhibit “R"’).................................... 3,939.200 00

Less to be provided out of C. V. Ry. Inc. Working Capital
$68,861,359 00 

361.359 00

Net requirements to be voted for 1931 .'.......................
Eastern Lines Requirements—-

Government Contribution Maritime Freight Rates Act
(Exhibit “S”) . ...................................................................... $2,450,632 00

Deficit from operation (Exhibit “S"’).................................... 6.631.856 00

Equipment Trust Series “M” (Exhibit “T”)............................................................
Authorized by Statute

Branch lines (Exhibit “U")................................. .................. $4,550,000 00
Toronto viaduct, eh. 46. 20-21 Geo. V, 1930 ......................... 2,550,000 00
Montreal terminals, eh. 12, 19-20 Geo. V, 1929 .................... 8.000,000 00
St. John 4 Quebec railway purchase, eh. 17, 19-20 Geo. V,

1929 ......................................................................................... 250.000 00
Northern Alberta railways, ch. 48, 19-20 Geo. V, 1929 .. 176.486 -00

$68,500,000 00

9.082.488 00
11,100,000 00

15,526.486 00

Total net requirements $104,208,974 00

Mr. Fraser: When was this estimate prepared, how long ago?
Sir Henry Thornton : Well, of course, we have been working at it ever 

since the latter part of last year. We began along in November to gather the 
information with respect to the estimates for the year, and we tried to get it in 
final shape after consultation with the Minister, and the approval of our boards, 
and so on, in time to be presented to Parliament.

Mr. Fairweather: Of course, it has been revised from time to time. I 
think it was finally approved by the directors some time early in April.

Sir Henry Thornton : Of course, we started mind you before the end of 
the year. Then about the first of the year we thought that certain such figures 
were safe; but the business situation and the earnings of the company went 
from bad to worse, and an estimate that was made to-day was not any gjoodf 
to-morrow. Things changed with such rapidity and finally, somewhere along 
early in April we had to settle down and had to take a chance on something 
and then this estimate was at that time presented.

Mr. Fraser: What I had in mind was this, Sir Henry : The total require
ment you are asking for is $104,000,000. With the experience you have had. 
with six months behind you, is that considered to-day all that you will require?

Sir Henry Thornton : No, I do not think so, excepting I think it is only 
fair to say this: although it may appear a somewhat slender reed to lean upon 
we have been considerably disappointed—and I think all railway executives on
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the North American continent have been equally disappointed—with the trend 
of business since the first of the year. We thought that last year would repre
sent the minimum of gross revenue but unfortunately month by month we have 
shown decreases in gross revenues as compared with the same period last year.

Now, the thing that I wanted particularly to refer to which may conceivably 
give us a better second half for the year than we have during the first half— 
and I will not put it on a higher plane than to say it conceivably may—is the 
recent statement by the President of the United Sates in regard to a moratorium 
for a year in international obligations. The moment that statement came out 
there was a favourable effect on stock markets in practically every market 
throughout the world. The gesture, if one may call it such, was received with 
enthusiasm and with considerable relief in all countries. Important economists 
have been telling us almost month by month that we have reached the bottom, 
although each succeeding month led us to believe that perhaps we had not 
reached the bottom, purely an estimate. Anyway, for what it is worth Mr. 
Babson, who is an authority upon such subjects, said recently he was satisfied 
and would pledge his reputation that we had reached the bottom. Now, there 
comes this quite momentous statement of Mr. Hoover’s with respect to the 
attitude of the United States in regard to financial obligations, and it has been 
generally accepted in all countries except possibly one or two. It may be that 
is just the thing that is needed to start the business of the world back on the 
road towards a normal condition. Personally I think it is a fair bet that it may 
be. Of course, that proposal has not yet been definitely approved by the Con
gress of the United States. It has not been definitely accepted by all countries ; 
but, at the same time, the mere suggestion of such a proposal has certainly had 
an immediate and favourable effect upon business throughout the world, and 
it is quite within the limits of possibility that we may find a better last six: 
months or second* six months of this year than we had during the first six 
months. But if things continue as they have been going on for the last six 
months, there is no use kidding ourselves that this estimate which was prepared 
in April and represented the best of our judgment, and perhaps the best judg
ment anybody could bring to bear, that that estimate is going to be sufficient. 
It is not. If things continue we are likely to require an additional $10,000,000.

Mr. Hackett: If your total required were brought down to date by what 
amount would it exceed the $104,208,000 which is mentioned at the bottom of 
the first page?

Sir Henry Thornton: Well that is not a question which is easily 
answered, Mr. Hackett. We are making every effort to-day—and I say to-day 
because recently we have all been hoping that things were going to be better; 
there was some evidence that things might be better. But we are to-day making 
even- curtailment of capital expenditures which can possibly be made notwith
standing this estimate. In other words, if this estimate were approved to-day 
we who are charged with the responsibility of capital expenditures of the Cana
dian National Railways would not spend that money if we could possibly avoid 
doing so.

Now, there are certain statutory expenses to which we are committed such 
as these branch lines and so on which are enumerated at the bottom of the 
sheet. And there are certain obligations that we have entered into with the 
government with respect to the relief of unemployment. The government last 
autumn undertook to so save the railway companies, if you like to call it such, 
for their interest, the interest to be charged on capital expenditures which might 
conveniently be started immediately for the purpose of the relief of unemploy
ment. That represents a definite understanding with the government and the 
government is, you may say, holding the bag as far as the interest charges are 
concerned for a certain period.
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The whole point is this, that if quite irrespective of this estimate—and, 
after all, we have got to present some kind of estimate, we have got to decide 
on some kind of a course—notwithstanding this estimate, if that estimate is 
approved it is the intention of the railway company to curtail capital expendi
tures in every conceivable way within the limit of our ability to do so. I do 
not know just offhand how far we can go. That is engaging the attention of 
the proper officers of the company at this moment.

Mr. Hackett: Is it your opinion that if the requirement were brought 
down to date that $15,000,000 of additional money would be adequate to have 
in excess of the $104,000,000.

Sir Eugene Fiset: He said $10,000,000 a moment ago.
Mr. Hackett: I said $15,000,000.
Sir Henry Thornton: Well, I should think that $10,000,000 would be the 

figure I would name. As a matter of fact, the mathematical figure is about 
$15,000,000 and I am hoping we can squeeze another $13,000,000 somewhere 
between now and the end of the year. So I would say that $10,000,000 is as 
near a guess "as can be made of these things. The way things are going to-day, 
with conditions that confront us, even the most experienced person cannot do 
any more than make a guess at it.

Hon. Mr. Manion : Do you mean $10,000,000 for the six months or for the 
full year.

Sir Henry Thornton : For the full year. I am talking of the whole year. 
Mr. Hackett: By my question I intended not to go beyond the require

ments as we know them to-day.
Hon. Mr. Manion : In other words, how far are you beyond your estimate 

at the present moment.
Mr. Hackkit: Yes, and I understood that you were about $15,000.000 out 

at the present time.
Sir Henry Thornton: I am afraid, Mr. Hackett, I cannot segregate any 

six months. I want to answer your questions, I know they are seriously put and 
I want to answer them seriously.

Sir Eugene Fiset: Is it not a fact that in making your estimate for your 
requirements for the present year, that is, 1931-32 you have estimated $104.- 
000,000, but your own estimates were nearly $13,000.000 over and above that 
sum; but you have asked the government only to provide for $104,000.000.

Sir Henry Thornton : Oh, no.
Sir Eugene Fiset: You just suggested a moment ago that if things go on 

as they are you will want $10,000,000.
Sir Henry Thornton : Not thirty.
Sir Eugene Fiset: 1 said $13,000,000.
Sir Henry Thornton: I am sorry. Well, if anybody can guess this closer 

than between $10,000,000 and $13.000,000 they will make a fortune on the stock 
market.

Hon. Mr. Manion : I think you are misunderstanding each other a little. 
It is deficit on interest to the public. In other words, they estimated when they 
put in this estimate that they would be $31.500,000 short this year on their 
interest to the public. In other words, they took practically the figure that they 
were short last year, 1929, but instead of that the gross earnings are going down 
month by month ; they have gone down $5,000,000 a month. The result is that 
the net earnings naturally will be less, and they figure now instead of $31.000.- 
000 in all probability it will be $41,000,000 that they will be short on their 
interest to the public.
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Sir Henry Thornton: The Minister is exactly right in that statement.
May I just say this, that, of course, in making up this budget one of the 

factors that we have got to estimate upon is how much money we are going to 
have at the end of the year to apply on the interest of the funded debt in the 
hands of the public and that is entirely an estimate, and that estimate in turn, 
when you get down to brass tacks, depends upon how much your gross revenue 
is going to be for the year.

Mr. Duff: It is purely an estimate.
Mr. McGibbon: That is your greatest variable point, your estimate.
Sir Henry Thornton: That is the variable factor, and that is the factor 

that we have got to estimate upon.
Sir Eugene Fiset: Don’t you think, Mr. Chairman, that at this time it 

would be advisable for us, in discussing this estimate to have before us Bill 79. 
It does not exactly fit in with the amount stated in the balance sheet. If we 
could deal with Bill 79 we could do the -work right off the bat and get rid of it.

Mr. Heaps: I do not think we will get any further. The estimate after all 
is only an estimate, and I think we might as well proceed.

Sir Henry Thornton: I might also say in connection with the question 
Mr. Hackett has addressed that we have by no means ceased our efforts in the 
direction of operating economies. There are still further economies that are 
occurring month by month. It is like squeezing a sponge. The first time you 
get a lot of water out of it, the next turn you get some more and you keep on 
turning until finally you have squeezed the sponge dry.

Hon. Mr. Euler: It is not dry yet.
Sir Henry Thornton : W« do not think it is dry. We think there is still 

some more to be had out of it, and we are addressing every possible effort in 
that effort consistent with prudent operation.

Mr. Heaps: How are the revenues of the Canadian National compared 
with other Class 1 railways.

Sir Henry Thornton: We are practically the same. From an operating 
point of view there is substantially no difference with relation to both revenues 
and expenses.

Mr. MacMillan: Sir Henry, the result of the crop in Western Canada 
this year will have quite an influence on your revenues.

Sir Henry Thornton: Certainly. I have been trying to guess the crop 
for the last eight years, and I do not think I have hit it yet. We have all been 
trying to do it. If anyone of us could accurately estimate the crop of Western 
Canada we could probably do pretty well.

Mr. Heaps: You want to find someone whose foresight is as good as his 
hindsight, then you would be all right.

Sir Henry Thornton: Well, if the Angel Gabriel, who presumably is in 
the confidence of the heavens could come down to earth and tell us a few things 
we might get somewhere; but I cannot find anybody who can give me any 
accurate estimate.

Mr. Hanbury: This estimate of $3,500,000 securities to be issued, in view 
of the present condition of the money market isn’t it likely you won't lose 
$3,500,000.

Sir Henry Thornton: No. Mr. Grant, will you let us have your experi
ence in that. We have estimated discounts on securities to be issued at 
$3,500,000.

Mr. Grant: Part of that amount has been used in connection with our 
last issue of $70,000,000, about $2,500,000 was utilized as discounts on that last 
issue. It depends on what kind of security you put out, Mr. Hanbury.
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Mr. Hanbury : Why not put out a security at a rate that will bring you
par.

Sir Henry Thornton: Of course, if you do that, it is a difficult thing to 
get it both ways. What we have been trying to do in the issue of our securities 
is to keep the interest rate down. We think it is a little better policy to pay a 
little more for discount when the security is issued than to saddle the railway 
with a higher rate of interest because five or ten years hence that might prove 
to be a bad bargain. The general policy of the company has been to try to 
keep the rate of interest down.

Mr. Fraser: Is not the discount amortized.
Sir Henry Thornton : Oh, yes.
Mr. Fraser: It comes to the same thing. The railroad is actually charged 

with whatever interest you pay.
Sir Henry Thornton: That is true.
Mr. Duff: Then there is the broker’s commission.
Sir Henry Thornton: Of course, there is this: Securities sold at a dis

count usually have a better sale than those that are sold at a premium. You 
have got to have some regard also for the degrees of success with which an issue 
can be marketed. There are a great many factors which creep into this thing. 
It is a difficult thing to find any formula which you can apply which will give 
you a mathematically accurate answer. When we issue our securities, or are 
preparing an.issue, we try to get the best financial advice we can obtain; but, 
after all, it is only advice.

Hon. Mr. Manion : I suppose in that $3,500,000 there is included the com
missions and expenses. When you say discount«you really include commissions 
and expenses.

Sir Henry Thornton: Quite right.
Mr. Fraser: May I ask this question: Could we secure an analysis of 

your expenses as indicated by that $193,000,000.
Sir Henry Thornton : Let me say this, that up until the present time we 

have been discussing nothing but expenses.
Mr. Fraser: That was for 1930.
The Chairman: In answer to Mr. Fraser’s question I can tell him this, 

there is no matter that has been discussed that cannot be opened up again by 
any member of the committee.

Mr. Hanbury: At any time?
The Chairman: At any time.
Sir Henry Thornton : Just say again what you had in your mind, Mr. 

Fraser.
Mr. Fraser: I want an analysis of your coastal ships, of your boats on 

the Pacific.
Mr. Duff: That will come up with the Merchant Marine.
Mr. Fraser: That is in the $193,000,000. I have looked through your 

statements from year to year and I have never seen an analysis of your boats 
on the Pacific at all, of your operating costs and your capital costs, and all that 
kind of thing. I have not seen a reference to it at all.

Sir Henry Thornton : Perhaps if the Chairman approved this would be 
a good time to discuss that.

The Chairman : I want to keep to one thing at a time.
Mr. Fraser: I am not altogether ready at the moment. I did not bring 

my material down.
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The Chairman : Put that in the form of a question so that the information 
can be gotten ready. I do not want to be led away from what we are at now.

Sir Henry Thornton: We have all of the information with respect to the 
point that has been raised and can discuss it at any time that suits the con
venience of the committee and yourself.

Mr. Han bury : Before you proceed, I would like some explanation for my 
own information of that item in connection with the C.V. railway working 
capital.

Sir Henry Thornton: Central Vermont. That means this, Mr. Hanbury, 
that the Vermont railway has that sum available. That is really the short 
answer and I think the answer you want.

Mr. Fraser: That is your estimate for 1931.
Sir Henry Thornton : No, no. We have got that money.
Mr. Hanbury : It does not need to be provided again.
Sir Henry Thornton: That money is in the bank.
Mr. Duff: Mr. Chairman, I wonder if I could ask something with regard 

to Exhibit U?
Sir Henry Thornton: That is a statement showing the proposed expendi

tures for the year 1931 on lines included in the 1929-32 branch line construction 
program as passed by Parliament.

Mr. Duff: In that exhibit there is $1,000,000 for the Sunnybrae-Guys- 
borough Railway. I would like an explanation as to the present position of 
that railway and what this $1,000,000 is intended for.

Sir Henry Thornton : Mr. Gzowski, I think you can answer that question. 
Mr. Gzowski, I may explain, is engineer of the construction act of the Canadian 
National and can answer the question Mr. Duff has put.

Mr. Gzowski : The present position of the railway is that a little over 90 
per cent of the grading is now completed, about 70 per cent of the culverts and 
the same percentage of the sub-structures of the bridges are now complete; 
twenty-two miles of track are now laid; one superstructure of one bridge is 
complete. There are about five and a half miles of fencing and ten miles of 
telegraph lines complete. The $1,000,000 will complete the grading, culverts, 
road diversions and sub-structures of the bridges and twenty-two miles of 
telegraph lines will be built. That will be the position about the 15th of 
August Or end of August.

Mr. Duff : Then is it the intention to proceed with the grading and the 
building of bridges or culverts immediately?

Mr. Gzowski: Well, the grading is being proceeded with now. There are 
about 550 men working on the line now, and there has been about that force 
during the year, and that will continue until about the end of July when the 
forces will be gradually reduced as the various pieces of grade are completed.

Air. Hackett: Do you estimate that 85 per cent of the work is all done?
Air. Gzowski: I said 90 per cent of the grading is done and 87 per cent 

of the culverts and sub-structures of the bridges are done. Twenty-two miles of 
track are already laid and five and a half miles of fencing was complete and 
ten miles of telegraph line.

Air. Duff: Is it the intention to finish the grading of the whole line this 
year?

Mr. Gzowski: Yes, sir.
Air. Duff: And where is this 22 miles of grade laid?
Air. Gzowski: From Sunnybrae 22 miles.
Air. Duff : East?
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Mr. Gzowski: Yes.
Mr. Duff: Are you going to finish the laying of the rails?
Mr. Gzowski : No, we have not sufficient money with that $1,000,000.
Mr. Duff: How many men have been laid off in the last three or four 

months?
Mr. Gzowski : Very few, sir.
Mr. Duff: Will the men on now be kept all year?
Mr. Gzowski: No. About the end of August will wind up the appropria

tion we have, and about the 15th of July will start a material reduction in the 
number of men.

Mr. Duff: When do you expect to complete the railway?
Mr. Gzowski: Well, when we get the money.
Mr. Duff: Well, you know, of course—or perhaps, you don’t know, but I 

will remind you of the fact that under an Act which was passed by Parliament 
the railway must be completed by 1932.

Mr. Gzowski : Yes.
Mr. Duff: Is it the intention to complete it by that time.
Sir Henry Thornton: Well that is a little difficult question to answer 

because it involves the question of policy. I should say yes that it is, but that 
will involve additional appropriations. Mr. Gzowski has pointed out that the 
money in hand will only carry us to a certain date, and if there is no money 
then the work will have to stop. But I should think—and Mr. Gzowski can 
correct me if I am wrong—that if we had sufficient funds for it we could finish 
by the statutory date to which Mr. Duff has referred. Is that right.

Mr. Gzowski: Yes.
Mr. Duff: Sir Henry, the policy was laid down by parliament when they 

passed this Act in 1929. It is not a question of policy.
Sir Henry Thornton: You have got a different parliament.
Mr. Duff: That does not make any difference unless we repeal the Act.
Sir Henry Thornton: Well, I can only say, Mr. Duff, I do not know how 

to build railways without money.
Mr. Duff: I agree with you. Let me ask another question. Is it not a 

fact that under the Act passed in 1929, $3,500,000 was provided for this rail
way.

Sir Henry Thornton: I cannot remember that.
Mr. Gzowski: Yes, that is correct.
Mr. Duff : How much of that amount has been spent including this 

$1,000,000 referred to in this Exhibit.
Sir Henry Thornton: Mr. McLaren can answer that.
Mr. McLaren : There has been expended up to the end of December, 1931, 

$2,411,998.48.
Mr. Duff: Almost $2,500,000.
Mr. McLaren : Right.
Mr. Duff: And this is an extra million dollars.
Mr. McLaren : Right.
Mr. Duff : Or is this for part of the work already done.
Mr. McLaren: The $1,000,000 is for expenditure in 1931.
Mr. Duff: Then how are you going to provide for the rails and the track

laying, sleepers and ballasting.
Sir Henry Thornton : Well, this is just one of those problems.
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Mr. Gzowski: That work, I might say, was charged last year because it 
was laid last year, 22 miles.

Hon. Mr. Euler: $3,500,000 is not sufficient to complete the road.
The Chairman : The appropriation, evidently, has been spent with this

$1,000,000.

Mr. Duff : It looks like it.
The Chairman : You will have to get a new Bill, Mr. Duff.
Mr. Duff: Yes.
Hon. Mr. Manion: Is it not so, Mr. Gzowski, that nearly all these branch 

lines built by various railways—not only the Canadian National but the C.P.R. 
—are continually asking for extensions after they get a charter.

Mr. Gzowski: Well, Dr. Manion, only in two cases have we had to ask 
for an extension of time.

Hon. Mr. Manion: I have been on the railway committee for many years 
—I am speaking of the annual railway committee—and one of the duties of 
the railway committee is extending charters that have been given to build 
roads.

Sir Eugene Fiset: Mr. Duff means that the Act of parliament provides for 
$3,500,000 which will be exceeded when that $1,000,000 is spent, and we will 
have to have another Act of parliament to get another estimate.

Mr. Duff : I do not think we need another Act of parliament. I think we 
need an amount of money voted towards the railway. The Act of parliament 
provides that the road must be completed by 1932, and I think it stands in a 
different position from the branch railways mentioned by the Minister. These 
are private companies. This is not. This is in a different category because 
this railway is being built by the Canadian National. It is really a govern
ment railway.

Hon. Mr. Manion: All the branch lines of the Canadian National are 
statutory.

Mr. Duff: Quite right, but they are in a different position from the ordin
ary private line.

The Chairman: If it is your wish, Mr. Duff, that the recommendation be 
made by the committee later on I will see that it is put in the report.

Mr. Duff: Mr. Chairman, there is not a mile of railway in the county of 
Guysborough outside of about a mile coming into the town of Mulgrave on the 
line from Halifax to Sydney, and it seems to me that something should be 
done. The people have been asking for this line for some forty years, and it 
seems to me, especially in view of the Act, that this is one of the lines which 
should be completed within the date specified.

Mr. Heaps: How much more money will it take to complete this line.
Sir Henry Thornton : Can you answer that, Mr. Gzowski.
Mr. Duff: Outside of this $1,000,000.
Mr. Gzowski: About $700,000.
Mr. Duff: That includes stations and everything to complete the lines.
Mr. Gzowski: Yes, sir.
Hon. Mr. Euler : I take it from what Sir Henry has said that this money 

will be expended by August and that the line will not be completed.
Sir Henry Thornton : Yes.
Hon. Mr. Euler: Does that mean that unless more money than the $1,000,- 

000 is voted by parliament that the line will not be completed.
Sir Henry Thornton: That is right, is it not, Mr. Gzowski?
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Mr. Gzowski: Yes.
Hon. Mr. Euler: I was just curious how that could be. Would it not be 

better to put more money in the estimates in order to complete the building of 
the road?

Sir Henry Thornton: I will answer that. The point is this: It is a 
problem which confronts the proprietor, namely, the government, not only in this 
case but in many other cases throughout the whole of Canada. The situation 
was such that we were obliged to curtail in every possible way our capital ex
penditures, and we had to take a little off some and a little off another and sweep 
up what we could, in other words, to reduce the capital budget to what we 
thought, and what the government was willing to accept, as an irreducible 
minimum, and you cannot do anything else.

Hon. Mr. Euler: But the fact is the work will have to come to an absolute 
stop at the end of August.

Sir Henry Thornton: The government is confronted with a serious finan
cial problem.

Mr. MacMiLLAN: You think that is good business?
Sir Henry Thornton: So far as we are concerned we are perfectly willing 

to go ahead with the railway, but we must have some regard to the financial 
position of the government and ourselves, and the country as a whole.

Mr. Duff: Isn’t it rather a small amount? For instance, you have over 20 
miles on construction.

Sir Henry Thornton: We are reducing even»- capital expenditure that we 
can reduce, Mr. Duff.

Mr. Duff: Well, you have other works under construction, are you stopping 
all of those? Take, for instance, the hotels which are under construction. Are 
you stopping those as in the case of this railway, or are you going ahead and 
finishing them?

Sir Henry Thornton: Many of those are under contract.
Mr. Duff : Well, this is really under contract too.
Sir Henry Thornton: The only answer I can make to you is that we are 

reviewing the whole of our capital expenditures and reducing those capital 
expenditures wherever we feel that we can without damage to the property. Now, 
I can make no other answer than that.

Mr. Duff: Is it not a fact that if the rails are not laid and the line bal
lasted, that the part of the right-of-way which will not be ballasted and the rails 
laid will depreciate?

Sir Henry Thornton: Every section of this country, and quite natural, 
waiits the particular job that is going on in that vicinity to be completed and 
each section of the country regards that as the most important capital expendi
ture that is being made in Canada. I do not criticize them at all, but that is 
the tendency. Now somebody, some instrumentality has got to decide either to 
go on or to stop, that is all.

Mr. Duff: But where capital expenditure has been made, say four-fifths of 
the amount required, it seems to me that that is in a different position entirely.

Sir Henry Thornton: Well, I can only say this, Mr. Duff: If, in the 
judgment of this committee it is desirable to continue that work and the money 
is appropriated we will certainly continue it. It is a matter which properly 
should be left to the judgment of this committee.

Hon. Mr. Euler : Is it the general policy to discontinue works that are 
partially completed or almost entirely completed?

Sir Henry Thornton: That is quite a usual policy on all railroads in times 
of stress.
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Hon. Mr. Evler: Is that the policy just now in connection with the Cana
dian National branch lines?

Sir Henry Thornton : It certainly is wherever we think it is a desirable 
thing to do,—not desirable but at least the only thing we can do.

Hon. Mr. Eller: Something like the Hudsons Bay railroad.
Mr. Duff: They are not stopping that, they are going right ahead with it.
Mr. Fraser: I would like to ask a question about the Tete Jaune cutoff. 

You have not provided anything in this estimate for that? •
Sir Henry Thornton : Can you answer that, Mr. Gzowski?
Mr. Gzowski: The Tete Jaune cutoff was designed originally for two pur

poses, one was to act as a double track through the heavy grade sections of the 
mountains and the other purpose w.as that, in addition, it could be used for a 
cutoff for the movement through Prince George and Vancouver without going 
up the steep grade through Redpass Junction. On our final surveys we dis
covered in order to get the best lines between the low grades between Prince 
George and the Vancouver movement that we could use very little of that line 
in the double track proposal, and in view of the lack of business in 1929, and in 
view of the Peace River outlet question, it was deemed advisable to leave over 
in abeyance—as a matter of fact, the real necessity for the double track was not 
there wdth the decreased business in 1929, so the expenditure was not made of 
course.

Mr. Duff: There has been no expenditure at all on the line referred to by 
Mr. Fraser. That is in a little different position. What will happen as far 
as the contractors are concerned, if this line is not proceeded with? Will they 
have an action for damages against the railway.

Mr. Gzowski: They will have a claim for compensation in connection 
with the equipment for track laying and ballasting which was only partly used 
and had to be taken in and had to be taken out.

Mr. Duff: If they stop the work and they take this equipment away and 
have to bring it back again will not that mean that it will cost the railway a 
large sum of money.

Mr. Gzowski: It will cost more I do not know what the amount will be.
Mr. Duff: Can you give me any idea how much it will cost? Will it cost 

$200.000 more.
Mr. Gzowski : I should not think anything like that.
Mr. Duff: But it will cost something. They will have to be paid for tak

ing the equipment away and bringing it back.
Mr. Gzowski: Yes.
Mr. Hackett: Do you say that the amount provided by Statute was 

$500,000.
Mr. Gzowski : Yes, plus 15 per cent.
Mr. Hackett: That is $525,000 in excess of the $3,500,000.
Mr. Gzowski: Yes.
Mr. Hackeht: Then vou estimate that it will require $7.50,000 in excess of 

the $4,025,000.
Mr. Gzowski: No, sir. I was asked how much it would take to finish 

it beyond the $1,000,000 appropriation this year. The amount provided in the 
Bill was $3,500,000 plus 15 per cent. Our estimate at the present time figures 
we can do it for that amount of money.

Mr. Hackett: I understand that there has already been provided two and 
a half million and there is another million.

Mr. Gzowski: That was the end of 1930



208 SELECT STANDING COMMITTEE

Mr. Hackett: And this estimate is another $1,000,000. That would 
exhaust the amount you referred to in the Bill less the 15 per cent, is 
that correct.

Mr. Gzowski: Yes.
Mr. Hackett: And you estimate that it will take three-quarters of a mil

lion dollars in excess of the $3,500,000. The figure I aimed at was the total 
amount of the authority under the Bill which was $3.500,000 plus 15 per cent 
which I think is $4,050,000.

The Chairman : You state now, in other words, that the 15 per cent 
extra will about complete the enterprise.

Mr. Gzowski: Yes, if we went on with it now.
Mr. Duff: No, it would only mean a difference of $175,000. If you esti

mate $3.500,000 plus 15 per cent then the difference between the total cost and 
the moneys available would be about $175,000.

Mr. Hackett: No, no.
Mr. Duff: Why not. You add the fifteen per cent, Mr. Chairman, if I 

know anything about figures to the $3.500,000, and that gives you $4,000,000 
and something. Now, then, he says the total cost will be $3.500.000 plus $700,000.

Mr. Gzowski: No, sir.
Mr. Duff: I asked how much more it would take beyond the $1,000.000.
Mr. Gzowski: And I said $700,000.
Mr. Duff: Quite right.
Mr. Gzowski: What I wanted to come at was the $4,050,000. That is the 

total.
Sir Henry Thornton: The total estimated cost.
Mr. Gzowski: Yes.
Mr. Duff: Will that be the total estimated cost.
Mr. Gzowski: We think we can do it for that money.
Mr. Duff: And you say there is sufficient money provided in this $3,500,000 

plus 15 per cent.
Mr. Gzowski: Yes.
Mr. Duff: Well then, you have got enough money to complete it practic

ally.
Mr. Gzowski: Yes.
Mr. Hackett: What proportion of the job as a whole has been done? 

You have given the percentages of grading, rails and telegraph equipment. I 
want to know what proportion of the whole job has actually been done.

Mr. Gzowski: I cannot give you that figure offhand.
Sir Henry Thornton: I think I can answer that, Mr. Hackett.
Mr. Hackett: Between 85 and 90 per cent.
Mr. Gzowski: No, less than that. It is 59 per cent. It comes to nearly 

60 per cent taking the job as a whole, including fencing and telegraph lines.
Sir Henry Thornton: I understand Mr. Hackett’s question to be the phy

sical condition.
Mr. Hackett: Yes.
Hon. Mr. Euler: With this $1,000,000 you have explained you are exhaust

ing the appropriation of $3,500,000, and above that you have another 15 per 
cent. If you asked for $1,500,000 instead of $1,000.000 you could practically 
complete that road.

Mr. Duff: That is it.
Hon. Mr. Euler: According to your statement.
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Mr. Gzowski: Yes, I think so.
Mr. MacMillan : Where does the 15 per cent come in? How did they 

come to put in 15 per cent over and above the estimate?
Mr. Gzowski: That was a general practice that grew up. The Bill pro

vides on the face of it for 15 per cent beyond the estimate.
Mr. Duff: Might I ask, have you made a contract for sufficient rails for 

the whole of this line?
Mr. Gzowski: You mean for the rails themselves.
Mr. Duff: Yes.
Mr. Gzowski: Those have been provided by the railway and they are on 

hand.
Mr. Duff : You have got the rails?
Mr. Gzowski: They come within the system.
Mr. Duff: So all you need is a little labour to complete this work.
Mr. Heaps : Can I have information as to what the prospects are on this line 

at the present time so far as traffic is concerned?

Mr. Duff: It is in the lap of the gods.
Mr. Heaps : We might as well have all the facts. I want them all.
The Chairman: If the committee will permit me we will let that question 

stand for another day. It is ten minutes to one o’clock. I want the members of 
the committee to remain for a few minutes, and I also want Sir Henry, Mr. Grant, 
Mr. McLaren, and Mr. Roberts to remain, and any member who desires can also 
remain.

The committee adjourned to resume at 4 p.m.

AFTERNOON SITTING

The committee resumed again at 4.30 o’clock p.m.

The Chairman: We have been over the first page of the statement of the 
estimates of financial requirements, and we have the details before us now. If 
there are any questions to come up in connection with these items, they should 
be asked now.

Mr. Duff : Mr. Chairman, I was asking before the adjournment for some 
information about the railway from Sunnybrae to Guysboro. The chief engineer 
told us just before the adjournment that the rails had been purchased for the 
whole sixty-seven miles, and I would like to ask him if the sleepers and the iron 
bridges have also been purchased or contracted for.

Mr. Gzowski: Yes, they are purchased.
Sir Henry Thornton: They are available.
Mr. Duff: What about the iron bridges?
Mr. Gzowski: The majority of them are second-hand bridges.
Mr. Duff: You have sufficient bridges ready for the work to be com

pleted?
Mr. Gzowski : Yes.
Mr. Heaps: How much has been laid?



210 SELECT STANDING COMMITTEE

Mr. Duff: Twenty-three miles. I would also like to ask Sir Henry if, 
when chapter 34 of the Acts of 1929 was passed, in the year’s estimates, or in 
the subsequent years’ estimates, the amount required to complete this road was 
included?

Sir Hen ry Thornton : I am not sure I can identify that Act under that 
particular designation.

Mr. Duff: That would be for the Sunnvbrae-Guvsboro Railway, chapter 
34, 1929?

Sir Henry Thornton: I do not remember offhand. Mr. Gzowski or Mr. 
Hungerford could possibly answer that question, whether the appropriation 
carried the full amount necessary to complete the road, or whether it was just 
the amount intended for that year.

Mr. Gzowski: The whole amount included?
Mr. Duff: The amount really has been voted by parliament—in the appro

priations for the railway.
Mr. Gzowski: That is quite correct.
Mr. Duff: There should be no question about finishing the road then.
Mr. Heaps: If Mr. Duff is through asking about the original estimate for 

the construction of the roads, I would like to have a statement as to the prospects 
of this road being able to carry itself, and what the earning power of this pro
posed sixty miles of railway is?

Sir Henry Thornton: Mr. Heaps, the record on this subject is in Montreal, 
and I have telephoned for it; it will be here in the morning.

Mr. Heaps: I will postpone any further questions until we have the report
here.

Mr. Duff: I may say that we had all that information before the Bill was 
passed in parliament.

Mr. Heaps: There has been a great deal of water passed under the bridges 
since 1929.

Mr. Duff: I suppose that is likely. The railway runs across the St. Mary’s 
river.

Hon. Mr. Manion : I was wondering if I understood you to say that the full 
amount had been passed. Was that what I understood?

Mr. Duff: If it had been arranged in the railway estimates after the Act 
had been passed by parliament—did the railway arrange for sufficient money?

Hon. Mr. Manion: Did he say yes?
Mr. Duff : He did.
Hon. Mr. Manion : I do not think that is correct. I do not want Mr. Duff 

tackling me on the floor of the House for tying his railway up.
Mr. Duff: I would like you to tie it together.
Hon. Mr. Manion: It will need some tying together from what I hear. The 

estimate was for three and a half million dollars, according to the Act ; and it 
was to be done by what date?

Sir Henry Thornton: August, 1932.
Hon. Mr. Manion : That simply authorizes the building of that line at a 

cost of that much by 1932. It authorizes it. Up to the end of last year there 
was $2.411,000 spent which left $1,613,000 to spend. Now, the estimates this 
year were a million, and there is $613.000 of a balance which will be left for next 
year. I desire to straighten that out so that there will not be any misunder
standing.

Hon. Mr. Euler : You are forgetting the 15 per cent.
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Hon. Mr. Manion: There is $4,025,000. That includes the 15 per cent. 
Then there is $615,000 for next year.

Mr. Duff: That is too late. I am trying to show Sir Henry Thornton and 
the minister that under the Act it must be completed.

The Chairman : Probably we can make more progress by having these items 
read out individually, and if there are any questions arising from each, we can 
go on with those questions. We are not making as much progress as I would like. 
Take the items one after the other.

Sir Henry Thornton: The first page represents the general and major 
items which make up the Budget.

The Chairman: There is an expenditure here of $68,000,000. The Bill is 
being looked into now. Are there any other questions in regard to these items?

Mr. Bothwell: In connection with that exhibit “ U ”, I would like to ask 
what work is proposed to be done on that Mawer, South West Branch. It is 
estimated at $20,000?

Mr. Gzow'ski: There is some fencing, and there are some buildings, and a 
few odds and ends. That is all.

Mr. Bothwell: That only carries the railway as far as Main Centre.
Mr. Gzowski: Fifteen miles.
Mr. Bothwell: And in connection with Neidpath-Swift Current, does that 

include freight sheds? $285,000?
Mr. Gzowski: No.
Mr. Bothwell: What work is included in that?
Mr. Gzowski: About one mile and a half of grading at the Swift Current 

end, and the first lift of ballast. That is as far as the money goes on that line.
Mr. Bothwell: I understood some time ago that in order to complete that 

road only $106,000 was required, including freight sheds?
Mr. Gzowski: You mean beyond the amount?
Mr. Bothwell: I do not know whether it was beyond that amount or not.
Mr. Gzowski: It was, of course.
Mr. Bothwell: There is no intention this year of connecting up with the 

C.P.R. in order to get that line in operation?
Mr. Gzowski: Yes. the track will be connected up with the C.P.R.
Mr. Bothwell: Will that put it in operation?
Mr. Gzowski: We can put it in operation, yes.
Hon. Mr. Manion: How much did you say it would require?
Mr. Gzowski: Well a limited operation—we provided for the first lift of 

ballast in that figure. It will not complete the line entirely, but we will be able 
to put it into limited operation. We will ask the board to give us limited opera
tion. That means that it will probably specify certain miles per hour that we 
can operate over it.

Mr. McGibbon: May I ask, if I am in order, what will be the probable 
yearly expenditures on these roads for the next five years. I see there is a net 
expenditure here for anniial requirements of sixty-eight and a half million dol
lars. There is the yearly requirement of $104,000,000. Will that be kept up, or 
increased or decreased?

Sir Henry Thornton: You are speaking now of what might be described 
as general additions and betterments chargeable to capital?

Mr. McGibbon: Yes.
Sir Henry Thornton: Expenditures?
Mr. McGibbon: Yes.
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Sir Henry Thornton: The only way I can answer that question is in this 
way : that up until the present year we were obliged to incur enlargements, quite 
large capital requirements in order to bring the transportation machine known 
as the Canadian National Railways into a reasonable state of efficiency. Now, 
the major part of those expenses is behind us. I should say that the trend of 
capital expenditures on account of additions and betterments for the next five 
years will certainly be less than the preceding five years, or the five years just 
past. The trend of capital expenditures on this account should be decreasing 
rather than increasing.

Mr. McGibbon : Could you make a guess as to what they would be 
annually?

Sir Henry Thornton: That is a pretty difficult thing to do off the bat, 
Doctor, without giving it some thought. I would much prefer before answering 
that question to discuss it with Mr. Hungerford and some of the others.

Mr. McGibbon: That is quite satisfactory. What I had in mind—
Sir Henry Thornton: I do not want to give a running jump estimate 

which might turn out to be inaccurate. In any case it is a difficult question to 
answer.

Mr. McGibbon: To my mind, the thing that has caused me a lot of worry 
in regard to rapidly increasing operations is the fact that there is only so much 
business to be done in the country, and it does not look as though, within the 
next five or ten years, it will increase very much outside of general betterments, 
now taking the large capital expenditures present, how far would you say it 
would increase that with reasonable safety?

Sir Henry Thornton: I do not think we ought to spend anything on 
capital expenditure not absolutely essential during the present period, or, in 
fact, at any time at all until we get into a position which will enable the Cana
dian National Railways to carry the interest on its capital investment with 
reasonable safety to the finances of the Dominion. You expressed anxiety, and 
I can quite understand your anxiety, and I can assure you and even- other 
member of the committee that the officers and myself share that anxiety.

Mr. McGibbon: I have not any doubt at all.
Sir Henry Thornton : I think it is only fair to say also that because there 

have been certain capital expenditures in the last eight years, that those capital 
expenditures are not going to proceed on anything like that scale for the next 
eight or ten years, because a great deal of this work which is represented by 
capital expenditures is over and behind us. The condition is very much like 
that of a man who has a house in a state of partial dilapidation, and he has 
to spend a little money to put it in a better state. He does that with the feeling 
of confidence that for ten years he will have a holiday ; he will not have to make 
many repairs in his house.

Hon. Mr. Evler: Will that apply to the Montreal terminals? I think 
you have an item of $8,000,000?

Sir Henry Thornton : That is another thing which is a statutory appro
priation, and that, of course, will have to continue. In that connection, when 
that is completed, as I have said before, and will repeat again, that investment 
will more than carry itself with reduction in expenses, and increased savings. 
There are many who disagree. There are some that look at $50,000,000 and 
say that is $50,000,000; it is spent, and you will not get a penny back. Most of 
them think of a large and handsome passenger station which will bring no 
return. On the other hand, I have tried to point out that there are certain very 
definite economies which will result from the construction of that station.

Hon. Mr. Euler: I think it would be interesting to have a little information 
on that.
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Sir Henry Thornton : We have said over again; it was said before the 
Railway Committee at the time the appropriation was made, and it has been 
said since. Since you are on that subject—I do not want you to take my word 
for it—you may regard me as a prejudiced witness—but I would like you to 
hear what Mr. Hungerford has to say because he has had a large part in the 
completion of that arrangement, and he is charged with the expenses of thfe 
operating department. Perhaps you would like to hear Mr. Hungerford’s view
point on the subject, briefly. So, if there is anything you would like, go as far 
as you please.

Mr. Hungerford: Well, so far as reduction of operating expenses is con
cerned. we are satisfied that there will be a moderate amount. The principal 
item of advantage in connection with the Montreal Terminals, particularly that 
portion relating to the Central Station, is the development of space for com
mercial buildings, that we are satisfied will bring a very handsome return.

There are about 550,000 square feet of space available on top of the rail
way itself, and with the valuation of the surrounding properties it runs into a 
very handsome figure. That will not be realized immediately, of course; it will 
depend upon the trend and direction of building; but it is a most desirable site 
in Montreal, perhaps the best, and with the development of the past few years, 
it seems but a few years until that will be wanted.

Mr. Hanson : After all, Mr. Hungerford, is not that only a collateral 
advantage and not an advantage which arises directly out of the railway man
agement?

Mr. Hungerford: True, but we not unreasonably can expect that condi
tion of affairs. It is on all fours with the development in connection with the 
New York Central in New' York city, which we are informed bears a very high 
rate on their investment.

Mr. Hanson : You would not compare New York with Montreal?
Mr. Hungerford: But proportionately.
Sir Henry Thornton : An estimate was made some time ago, a summary 

of the tangible benefits accruing from the construction of the Montreal Terminals, 
and I will ask Mr. Hungerford if he has that in some detail, and if so whether 
he will read it.

Mr. Hungerford: No, I have not got it.
Sir Henry Thornton : I mean Mr. Fairweather.
Mr. Fairweather: I may say, I made a careful study of the economies of 

the Montreal Terminals and drew a picture as at the end of five years and at the 
end of ten years; because you will readily understand, in connection with such a 
large undertaking as this, it takes time to demonstrate the economies and the 
earning capacity of the capital.

Five years after the end of the construction of the Terminal and the co
ordination of the Canadian National facilities in and around Montreal, the 
estimate is as follows:—
Aerial rights................................................................................................................................................... $500,000
Better passenger facilities...................................................................................................................... 100,000
Co-ordination of freight facilities, a very important item...................................................... 200.000
Electrification of the terminals, which will be made possible by the new terminal

scheme..................................................................................................................................................... 225,000
Additional freight, due to the fact that we will have thrown into intimate contact 

with our railways in Montreal industrial territory, particularly in the East end 
of the city where we are now at a very great disadvantage in servicing industry 900.000 

Construction of the belt-line..................................................................................................................  95,000
That is only a partial estimate of the economies of the belt-line, because many 

of the other items are also reflected in that. That is, the *900.000 additional 
freight reflects a belt-line, and also the $200,000 from co-ordination of the 
freight facilities of the belt-line. But the economies at this point, in con
nection with the construction of the belt-line, reflect the economies in the 
transport of freight from one side to the other side of the City of Montreal 
by the construction of the belt-line. We will save $95,000 by that single 
item.
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At the present time our office space is scattered all over the city of Mont
real, and naturally there is a loss of efficiency from that.

1 he total is $2,205,000, as Sir Henry stated, at the end of five years.
Mr. Hanbury: That will he the yearly saving, at the end of five years?
Mr. Fair weather: Yes. At the end of ten years, if the trends which are 

indicated in the city of Montreal—I may say that I have examined those trends 
carefully for a period of thirty years in the past—are sustained, and I confi
dently believe they will, because I can see no reason why Canada is going to 
stop in the very measured degree of progress which she has had to date; and if 
that is continued, those economies and revenues accruing from the construction 
of the Montreal Terminals may reach a total of ,*5,500.000 yearly, which, as 
you will see, is nearly 10 per cent upon the invested capital.

That is from the railway point of view, but in addition to that, from the 
point of view of the country at large, there are other factors. For instance, 
to the city, there will be an estimated advantage of $200,000 a year, which 
is due to the elimination of traffic congestion inside the city, due to the fact 
that we have provided additional streets and have provided grade separation 
at the main traffic arteries by which business is handled.

Mr. Hanson : It will be interesting to know how you reduce those two 
terms to dollars and cents.

Mr. Fairweather: I can go into that.
Sir Henry Thornton: Yes, let us tell everything we know.
Mr. Duff: We would be here all summer, wouldn’t we?
Sir Henry Thornton : Thank you, Mr. Duff.
Mr. Fairweather: This question of aerial rights ; as Mr. Hungerford 

says, there are some 550,000 square feet available for leasing: and I have made 
a careful study of the value of land in the City of Montreal. I have a graph 
in this pamphlet, which shows that, and I think it will be very interesting to 
the members of the committee.

Mr. Hanson : By aerial rights, you mean ground rights?
Mr. Fairweather: The leasehold value of the property which will not be 

actually used by the Canadian National Railways.
I have here a graph which shows a cross-section of real estate values in 

the City of Montreal, extending along St. Catherine and Sherbrooke streets, 
from Elmhurst, which is at the extreme westerly end of the city, through to 
the extreme easterly end of the city, where I have several streets here, Dick
son, DeBoucherville and Gauthier.

The interesting thing is that in the vicinity of our Montreal Terminals 
the assessed value of land is $70 per square foot. That is the assessed value 
of the land.

I think, Sir Henry, perhaps if this were passed around to the members 
of the committee it would show very clearly the possibility of developing 
aerial rights.

Sir Henry Thornton : Have you additional copies of that pamphlet?
Mr. Fairweather: I have not got them here, sir. We can get them.
Sir Henry Thornton: I was wondering if the committee would like us to 

send and get, by to-morrow, a sufficient number of copies of it for the mem
bers of the committee to look over and then to formulate any questions they 
would like to ask in connection with that.

Mr. Hanson : I think Mr. Fairweather had better go on with the state
ment and we can perhaps grasp it.

Mr. Fairweather: The site of our new Central Terminal is located 
directly in the City of Montreal where real estate values are at their maxi
mum in the uptown section. I may say that I got into trouble once before by
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quoting certain street locations in Montreal. Certain people in the real estate 
game promptly put my name in four-foot letters with the intention of showing 
how valuable their property was.

The intersection of Peel and St. Catherine represents the peak of assessed 
valuations in the City of Montreal, as $70 a square foot, in the uptown section. 
Our Central Station area is within a thousand feet of that; and as a matter 
of fact, the St. Catherine values directly opposite our station are $50 a square 
foot.

On land worth $50 a square foot you can develop aerial rights, because 
that represents a rental value of about $3 to $5 a square foot; and on a basis 
such as that you can develop aerial rights. Aerial rights, of course, cannot 
be developed on low class real estate, that would be folly; and even to claim 
that aerial rights would develop, for instance, down in our Bonaventure area, 
where land values run somewhere in the neighbourhood of $3.50 to $4 a square 
foot, would be ridiculous.

Hon. Mr. Eller: Just what do you mean by aerial rights, because we 
do not use that term up our way?

Mr. Fairweather: That is a right to construct a building over railway 
facilities.

Sir Henry Thornton: Perhaps I can make it quite clear, Mr. Euler, 
by this statement : We were obliged to buy a large area for the purpose of con
structing railway facilities beneath the street level. It is quite feasible to 
impose above that street level buildings of any height that might be desired.

Hon. Mr. Euler: Like the New York Central Station?
Sir Henry Thornton: Precisely what the New York Central did in New 

York and possibly in Cleveland and other places. In other words, if you have 
to buy the property, you use what is underground for railway purposes and 
develop what is above ground for building purposes. That is a fair way of put
ting it.

Mr. Fairweather: In other words, you have to have high land values 
before you can have these aerial rights.

Sir Henry Thornton: High land values are indicative of desirability of 
location.

The Chairman: What was the area you mentioned?
Sir Henry Thornton: About 550,000 square feet.
The Chairman: According to that you have something about $35,000,000 

of aerial rights.
Mr. Hanbury: Mr. Fairweather, is that assessed value the assessment of 

the Corporation?
Mr. Fairweather: No, that is the assessed value of the property. I am 

informed that they assess at approximately two-thirds of the actual value.
Hon. Mr. Euler: If it is not asking too much, could the committee have 

what it cost per square foot for this land?
Mr. Heaps: Could the committee have that, if it would not cost too much?
Mr. Fairweather: If you examine values in large cities, you will find that 

contiguous to high-class retail and financial districts, there are what are techni
cally known as blighted zones, zones where because they have been neglected 
they have depreciated in value. The land, if it is made available by proper 
development, will become just as valuable as the better land.

Mr. Duff: As adjoining lands?
Mr. 1-airweather: As the property which is adjacent to it and which has 

value. I can give one instance of it to my own knowledge from Detroit. The
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lower end of Woodward Avenue was a blighted zone, and that has been reju
venated by the construction of modern buildings, and the people who did it, of 
course, reaped a very large benefit.

Similarly, you have a blighted zone in and around the ground of the Cen
tral Terminal in New York, at the time when the New York Central proceeded 
with their development work. That was a blighted zone.

Mr. Duff: That was a market place?
Mr. Fairweather: It was. And in Montreal, on the site of our terminal 

properties, you had a somewhat similar condition. Dorchester Street was an old 
residential street, parallel to St. Catherine Street, a street which was jumped 
over when the development went up from St. James to St. Catherine Street; it 
was sort of a backwater; and the result was that we did not pay anything like 
this valuation for the land when we purchased. But my statement is that 
having regard to the fact that that land is contiguous to the highest class real 
estate in the City of Montreal, with the provision of new streets and the super
vision of the type of construction which will go up on that land, the property 
can be taken out of the category of blighted zone and be put into the classifica
tion of a high-class property. All these old and disreputable buildings are torn 
down.

I can give you another instance in Cleveland.
Mr. 'McGibbon : What Mr. Heaps asked, and which you are talking all 

around, is what you paid for it.
Mr. Fairweather: I do not know just what we paid for it.
Sir Henry Thornton: I think Mr. Brown can give you that information.
Mr. Brown : Of course there were various prices paid for the various prop

erties, depending upon their location and the buildings around them. The aver
age cost of the property on which the Central Terminal is being located was 
about $7.50 a foot.

Mr. McGibbon: Did that include the buildings on it?
Mr. McMillan: Could you give us what it cost in dollars?
Sir Henry Thornton: Mr. Brown will make a note of it.
Mr. Heaps: I noticed last week, when there were some expropriations in 

the City of Montreal, the prices were quoted as being much lower than what 
the people wanted. I have got what I wanted.

Mr. Gray: Sir Henry, is there any salvage from that part of the property, 
or did you just tear it down?

Mr. Brown: We got a certain amount of salvage in selling the old build
ings, but that was a very small amount.

Mr. Hackett: That was negligible, was it not?
Mr. Brown: Yes.
Mr. McGibbon : What would be the cost of improving it per foot?
Sir Henry Thornton: The cost of improving it per foot, I suppose, would 

be whatever the railway facilities cost which will be built upon the property.
I do not know that I could translate that into a figure per foot.

Mr. McGibbon: What is the cost of clearing this stuff off?
Mr. Brown: Oh, I could not give you the figures on that. I can get 

them. We were able to sell the buildings at a profit. We did not have to pay 
to have them torn down, as has occurred in some other cases.

Sir Henry Thornton: But the truth is that after all we break even on 
the proposition?

Mr. Brown: We more than break even, Sir Henry.
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The Chairman: Does the assessment in Montreal take in land values and 
building values separately? Would it be possible when preparing the memor
andum to give us the ground value or the land value?

Mr. Labelle: It would be possible to do it off the actual rolls. But if 
you ask for a property which was bought, for example, in 1927, you will have 
to go to the city. All we have is the value of the land at the time. We could 
have all the values for this year and it may be for 1930 without applying for a 
special permit from the City.

Mr. Duff: Would the buildings and lands be separate on the tax rolls?
Mr. Labelle: When the bills are sent to the tax-payers, they have only 

the one sum; but when you go to the City for it you get it separately.
Mr. Heaps: Could we get the assessed value of the property taken by the 

Canadian National? If you will get the total value of the assessment of the 
property which you purchased for the improvements, and then get the amount 
which you actually paid for it.

Mr. Duff: The assessed value usually includes the building as well as 
the land.

Mr. Hanbury: Mr. Chairman, I understand that the $50,000,000 contem
plates the construction of commercial buildings also?

Sir Henry Thornton: No, that only includes the station itself, which 
will be mostly under the street level ; and superimposed upon that will be an 
office building in which will be housed all the office force of the Canadian 
National Railways, which are now scattered about Montreal in some ten or 
twelve buildings. That is the only building which the Canadian National pro
poses to build itself. The remaining surface area it proposes to lease to those 
who may wish to construct buildings upon it upon terms which we think will 
be profitable.

Mr. Hanbury: What about the freight facilities? Where will they be?
Sir Henry Thornton: They will be in the vicinity of Bonaventure, 

which is now known as the Bonaventure Passenger Station, and the property 
which we have occupied there for some years will be for freight houses, etc.

Mr. Hanbury: You contemplate erecting new buildings there, don’t you?
Sir Henry Thornton: Can Mr. Brown answer that question?
Mr. Brown: The freight building on the Bonaventure property is not in

cluded in this.
Mr. Heaps : What will be the cost of that new freight building on the 

Bonaventure site?
Mr. Brown : About $400,000.
Mr. Heaps: When the value is ascertained as to the assessment and the 

amounts paid, those obtaining the information should obtain also the method 
of assessment by the City of Montreal; that is whether they assess land at 
half its valuation and the buildings at half, or at a higher valuation.

Mr. Hanson : Was there not an expropriation blanket plan filed on all 
this property?

Sir Henry Thornton: Speaking from memory, we realized that if this 
plan was revealed to the public generally prior to expropriation being filed, 
there would be an effort made certainly to raise the value of the properties 
unduly ; whereupon, to protect the company, we filed expropriation plans for all 
the property which we proposed to buy in this vicinity and in connection with 
this project. Does that answer your question, Mr. Hanson?

Mr. Hanson : I thought you did?
Mr. McGibbon: Can you tell me about what is the total which you paid 

for the land which you now own in connection with that site in Montreal?
30312—3
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Sir Henrt Thornton: We will have a note made of that and get that 
information for you for to-morrow or the next day.

Mr. Hanbury: Is it anticipated that there will be an over-expenditure of 
this $50.000,000?

Sir Henry Thornton: No, there is not any such anticipation.
Hon. Mr. Man ion: Then the opinion of the late Minister of Railways was 

at fault, because he assured us that it would cost more than $80,000,000. He is 
on record, as far as that is concerned.

Sir Henry Thornton: I am not aware of what the late Minister of Rail
ways may have said. We have only our engineer’s estimates.

Mr. Hanson : You know what the record has been, for instance, in con
nection with the harbour at Montreal?

Sir Henry Thornton : I would not like to be classified with that. What 
evidently is in the minds of many of the mçmbers is that this estimate for the 
Montreal Terminals is just a pass estimate which is open to all of the frailties 
and alterations which sometimes accompany engineers’ estimates. But, as far 
as this particular case is concerned, Mr. Hungerford, Mr. Brown and myself 
were personally involved in this matter, and our personal reputations were at 
stake; and we were exceedingly careful in the preparation of these estimates, to 
be perfectly sure that we were on the safe side; and I can state to this committee, 
and I believe Mr. Brown and Mr. Hungerford will bear me out, that the amount 
named represents what this terminal is going to cost, and nothing more.

Hon. Mr. Man ion: My remarks were based entirely upon the speech made 
by the late Minister of Railways at the time the vote for the $50,000,000 
was made.

Sir Henry Thornton: That may be; but all that I can say is that if the 
late Minister made that statement I disagree with him.

Mr. Cantley: In buying, did you buy only what you needed for your 
present plans?

Sir Henry Thornton : Generally, that might be answered in the affirmative. 
If we had bought only what we wanted, the price would have been quite beyond 
reason. I wonder if Mr. Brown could answer that question?

Mr. Brown : We have avoided the severance in some cases, as being more 
reasonable and economical and have taken the lot. We believe we will be able 
to get a salvage from those severances here and there which we secured. You 
understand that in putting a line through a city, you cannot lay it down accord
ing to the sub-division of lots in the city, but you have to go according to the 
line of the railway, and sometimes you will take half or three-quarters of the 
lot, and then when you settle with the owner you find it advantageous to take 
the whole of the lot rather than to settle for damages for the remainder.

Mr. MoGibbon: Were there any other estimates made, Sir Henry, than 
that by yourselves?

Sir Henry Thornton : I think almost everybody in Canada has made 
estimates about the Montreal Termini. The only estimates that we are pre
pared to stand by are the estimates of our own engineers, and I am not sure 
whether those were checked by any outside engineers, by outside opinion, or not.

Mr. McGibbon : Did Mr. Comar go over the estimates?
Sir Henry Thornton: He went over the estimates in a general way, and 

my recollection of his experience is that he is one who has some knowledge of 
Montreal, because he has been in Montreal several times; and he recommends 
the estimates as being satisfactory.
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Mr. Beaubien : Mr. Chairman, if we are through with the Montreal Ter
minal, may I ask a question in regard to Exhibit U, Western Region, that is 
the $3,020X)00; does that include the amount of money you are going to spend 
in the Western Region on the railway lines?

Sir Henry Thornton: Yes.
Mr. Beaubien: I understand that the railways are making a survey for a 

so-called cut-off?
Mr. Gzowski: A survey has been made and a report was made to the 

Department.
Mr. Brown: Surveys have been made.
Mr. Beaubien: Will that report be a public document?
Hon. Mr. Manion: It will be a public document. I have not seen the 

report as yet. I asked them to make a report, but that was done for the 
Government and not for the railway itself. It was done at my request. The 
Deputy tells me he has the report, but I have not seen it. It is very recent.

Mr. Hanson: Have we finished with A, B, C and D?
Mr. Heaps: Mr. Chairman, you suggested earlier in the afternoon that the 

committee take them up item by item. We have been jumping around, and I 
suggest that if we kept within the terms of your ruling we might make better 
headway.

The Chairman: If Mr. Fairweather will read out item by item, we will 
get back to where we should be.

Mr. Hanbury: Mr. Chairman, does the Montreal Terminal come among 
these items?

Hon. Mr. Manion: Yes, it is at the bottom, under statutory.
Sir Henry Thornton: Mr. Hanbury, at the bottom you will find under 

By Statute, the Montreal Terminals $8.000,000.
Mr. Hanbury: In the year’s estimates you provide for $8,000,000. What is 

the total amount expended to date?
Hon. Mr. Manion: $8,000,000 last year, I think, is the figure to the end 

of 1930.
Sir Henry Thornton: $8,614,497.31.
Mr. Hanbury: How long will it take to complete the work?
Sir Henry Thornton: That depends upon our speed. Originally we had 

hoped to get it finished in four years. My recollection is that the estimate 
was five years, but we hoped to beat that by a year. Now, with conditions 
as they are and with the situation which confronts us, how fast we will pro
ceed must necessarily depend upon the financial position of the railway and 
the government. That is about the only answer I can give you.

Mr. Hanbury: Can you tell us what proportion of the dollar expenditure 
so far has been for labour?

Sir Henry Ihornton: Necessarily, for the first year, the largest expendi
ture would be for real estate, and that is represented by $6,500,000. Now there 
is grading and bridges, elevated structure and track laying, surfacing and so 
on. all of which represent a large amount of labour; as to how much is labour, 
I do not know. How many men, Mr. Brown, do you suppose to-day are 
employed on the Montreal Terminals?

Mr. Brown: I think in the neighbourhood of 1,200.
Mr. McGibbon: Are you doing it by day’s work?
Mr. Brown: No, practically all the work is being done by contract.
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Mr. MacMillan: Somebody made the statement that the valuation of this 
land is $70 per square foot, and that other lands in this area are worth $50 per 
square foot.

Mr. Fairweather: What I said was that the assessed value of land on St. 
Catherine street, within 1,000 feet of our Central Station and within less than 
500 feet of the fringe of the territory which we own, has an assessed value of 
$70 per square foot. I also said the land on St. Catherine street immediately 
north of our Central Station property had an assessed value of $50 a square 
foot.

Mr. MacMillan : What frontage would you have along there?
Mr. Fairweather: Our frontage on St. Catherine street is very small, in 

fact I do not think we have any, but down at Cathcart street we have a big 
block extending from there across to St. Antoine street. St. Catherine street 
is one short block away.

Mr. MacMillan : What would be the length of that?
Mr. Brown: About 650 feet.
Mr. Fairweather: I think what is wanted is the distance from St. Cath

erine street to Cathcart street, and that is less than 200 feet. Cathcart street 
parallels St. Catherine street.

Sir Henry Thornton: Mr. Fairweather referred a moment ago to the 
increase in the value of property adjacent to passenger stations and public 
buildings, and he gave you some examples of that. I have an example in mind 
which may be of interest to you. Some years ago, some decades ago, the Penn
sylvania Railroad moved their general offices from Third street, which is down 
in the business heart of the city, what would correspond to the St. James street 
district in Montreal, to the corner of Broad and Market streets. They moved 
all of their offices up there and put them in what is known as their Broad Street 
Station, enlarging the station for that purpose. Broad street would correspond 
to Sixteenth street, so that it was thirteen blocks away. Up until that time, it 
was a semi-residential and semi-business district; it was neither one nor the 
other. Properties were of no particular value, and there were no banks or busi
ness houses to speak of in that vicinity. To-day the area within three blocks 
of that station is covered with important office buildings and banks, and to a 
very measurable degree the financial district, the business district of Phila
delphia has moved from Third street up to Broad street, with the correspond
ing increase in the value of the station properties. That is merely an illustra
tion of what happens in large cities when an important structure is built in any 
particular district.

Now, we anticipate that something pretty much of the same kind will 
happen in Montreal, and that upon the completion of this passenger station 
and the completion of the Sun Life Building—because just adjacent to our 
passenger station the Sun Life is building a very large and handsome building, 
and we anticipate to a very measurable extent the financial district will move 
from St. James street to somewhere in the vicinity of our new station. That 
has been the history all over the world. You will find the same thing taking 
place in New York. You will find the uptown district around the old Waldorf 
building, upon the site of which has been built the New Empire building, and 
jthait office buildings and banking institutions are putting offices there which 
twenty years ago were never dreamed of.

The Chairman: Are there any questions which you desire to ask in 
respect to the Eastern Lines requirements? Let us get through these items.

Sir Henry Thornton: The next item after that. Go ahead, Air. Fair- 
weather. We have read all of these off, and it is just a question of the members 
of the committee asking for detailed information.



RAILWAYS AXD SHIPPING 221

Mr. Fraser: What about the Northern Alberta railways? What is that
item for?

Sir Henry Thornton: Mr. Fairweather will answer that question by 
reading off the items which represent the amount to which you have referred.

Mr. Fairweather: It is understood that wc are only 50 per cent pro
prietors of the Northern Alberta railways. Here is a statement of the proposed 
capital expenditures on the Northern Alberta railways in 1931. They total 
$352,973, which is just twice the amount indicated in our budget; and that is 
made up of right-of-way, $14,500; bridges, trestles and culverts, $83,000; right- 
of-way fencing, $26,550 ; crossings. $7,000; roadway buildings. $3,300; water 
supplies, $26,000; station ground, $8,000; raising grade at Swan River crossing. 
$10,000; equipment, and general unforeseen, $75,000. That is the total capital 
expenditure provided.

Mr. Hackett: Is that the railway which you bought with the Canadian 
Pacific railway?

Sir Henry Thornton: That is the railway which we bought jointly with 
the Canadian Pacific railway.

Mr. Fraser: Did I understand that you said something about right-of- 
way?

Mr. Fairweather: The right-of-way is $14,500.
Mr. Fraser: What extensions are contemplated there?
Hon Mr. Euler: That involves the whole Peace River question.
Mr. Fraser : Oh, no, that does not involve the Peace River question.
)Hon. Mr. Manion : Before you get away from the Northern Alberta, 

would you mind telling us what were the operating expenses and revenue of the 
two railways after purchasing that road?

Mr. Fairweather: The operating results of the Northern Alberta railway
for 1930 wére:—

Operating revenue.................................  #2.253,739 27
Operating expenses........................................................................................ 1.052.389 70
Railway tax accruals................................................................................... 22.000 00
Railway operating income.......................................................................... 278,000 00

working down to a total operating income of 271,000 00

And then, after deductions for interest, net income—
Hon. Mr. Manion : I did not want all that detail.
Mr. Fairweather: In 1930 the loss was $1,027.904.12, with the Canadian 

National Railways’ 50 per cent portion of that being $513,952.06.
Mr. Fraser: Was there an operating profit?
Sir Henry Thornton : Yes.
Mr. McLaren: $301.349.57.
Mr. Fraser: Are you sure that is not gross revenue?
Hon. Mr. Manion: There is something wrong about that.
Sir Henry Thornton: What was the net revenue or difference between 

gross earnings and expenses?
Mr. McLaren : $301,349.57.
Mr. Fraser: So that it paid its operating expenses and a little more.
Sir Henry Thornton: By $301,000 odd.
Mr. Fraser: "Was there an increase of operating revenue for the year?
Sir Henry Thornton: There was an increase of $21,500.
Mr. Fraser: How many miles of new road did you construct last year? 
Hon. Mr. Manion: Where then did you get your $1,000,000 loss?
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Mr. Fraser : Interest.
Hon. Mr. Manion : The purchase price was only around $8,000.000, was it

not?
Mr. Fraser: No, some $26,000.000.
How many additional miles of road did you build last year?
Sir Henry Thornton : Sixtv-five miles.
Hon. Mr. Euler: I suggest that we follow the Chairman’s original idea and 

proceed down the list and clean up as we go along.
The Chairman : I was trying to bring you to it, when I asked you if there 

were any questions to be asked in respect to the Eastern Lines. If you are 
through with that, we will pass on. That is in the middle of the large appropria
tion of $68,000,000.

Sir Henry Thornton: You will find an item of Eastern Lines Require
ments.

Hon. Mr. Euler: Take for example other financial requirements such as 
the acquisition of securities, $150,000. Have we a hotel in the West Indies, and 
where?

Sir Henry Thornton: No. That is represented by a second mortgage on 
the hotel property of $150,000, and that was authorized by Order in Council 
December 6, 1930.

Hon. Mr. Manion: May I point out to the committe, since the date is given, 
that that arrangement was made before this government came into power.

Mr. Heaps: You do not have to apologize.
Hon. Mr. Manion: Unfortunately, I have to apologize, because the hotel 

is broke.
Mr. Han bury: What is the investment? Where is this investment?
Hon. Mr. Manion : We are only part holder. Jamaica has an investment 

in that hotel of about $300,000, wasn’t it, Sir Henry?
Sir Henry Thornton: $200,000.
Hon. Mr. Manion : They put more in later—$75,000.
Sir Henry Thornton: Yes, they did.
Hon. Mr. Manion: They have put $375,000 on a first mortgage, and the 

Canadian National Railways pledged itself before we came into power at all to 
go into it. Frankly, I do not mind saying that if it had not been for the pledge 
of the Canadian National Railways we would not have agreed to it; but the 
Jamaica Government being associated with them, we thought it was more or less 
of a governmental responsibility, and we agreed to advance the money, and that 
is why the Order in Council was passed. Unfortunately, apparently business has 
not been good in the hotel, and the hotel is to-day in financial difficulties.

Sir Henry Thornton : The hotel is suffering, along with everything else 
in the world. We went into the thing primarily on account of our steamship 
services—the run down to Kingston—and also the fact that the United Fruit 
Company, an important competitor in the matter of banana shipments, were 
largely interested in another hotel.

The Jamaica government was exceedingly anxious that there should be 
another hotel built at Constance Springs. That is some six hundred feet above 
sea level, and is cool and agreeable, and an altogether desirable place for a hotel. 
So, having regard to our commitments in the so-called “Lady Boats,” and the 
further fact that the Jamaica government were willing to put up some $200,000 
more to secure the hotel there, we recommended to the government that we should 
also assist in the proposal, and we did, as Dr. Manion has explained.

Mr. Heaps: Who operates the hotel?
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Sir Henry Thornton : The hotel was under the operation of the United 
Hotel Company who also put a large amount of money into it. I do not remem
ber how much, but I think it was something like $300,000.

Hon. Mr. Manion : I think it was $50,000.
Sir Henry Thornton : They put in a substantial amount, They guaranteed 

the interest held by the Jamaica Government.
Mr. Hanbury: The Jamaica government is first security?
Sir Henry Thornton: Yes.
Mr. Hanbury: Was that arrangement made between the Jamaica govern

ment and the government, or was it made by the Canadian National Railways 
with the Jamaica government?

Hon. Dr. Manion : The government had nothing to do with it.
Sir Henry Thornton : I do not think the government had anything to do 

with it. It was not this government. It was the previous government.
Hon. Mr. Manion: The obligation was made on the representations of the 

Canadian National Railways.
Sir Henry Thornton: It was made on the representations of the Jamaica 

government to the officers of the Canadian National Railways. We in turn 
discussed the matter, and then presented the proposition to the government of 
the day. Don’t imagine for a moment that the Canadian Government has any 
obligation in this thing at all.

The Chairman: It is the road’s responsibility.
Hon. Mr. Euler: The next item is a very big one, and is in detail in 

exhibit “ F.” I think we might look at that. It is for an amount of $20,000,000.
Mr. Hackett: Is the company interested in any hotels other than this one, 

outside of Canada?
Sir Henry Thornton: No.
Mr. Hackett: I know something of the hotel Scribe.
Sir Henry Thornton: The Canadian National Railways is interested in 

no other hotel beyond the frontiers of Canada than this hotel at Jamaica.
Mr. Hackett : The premises that it owns outside of Canada are office 

buildings.
Mr. Heaps: If we are going to go outside of these items here, we are wan

dering away again. There may be a time when that question can be asked ; but 
I think we had better stay with the original intention of the chair.

The Chairman: I have tried not to be too strict in regard to that; I think 
it is a legitimate question.

Mr Heaps: The question has been asked and answered. I am just sug
gesting that—

Mr. Hackett: It is very kind of you not to have stopped the question 
from being answered.

Mr. Heaps : It is very kind of you to ask the question ; we appreciate it 
very much.

The Chairman : If that is the only question that is to be asked regarding 
this hotel proposition, we will pass on, and we will take up Exhibit “ F ” cover
ing the $20,000,000 item.

Hon. Mr. Euler: $8,000,000 for the Central region.
Sir Henry Thornton: No. $5,973,000.
Mr. Fraser: You have been trimming this already?
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Sir Henry Thornton: The original budget was submitted. Some ques
tion was raised touching on it at a previous meeting as to whether the execu
tive officers of the railway company exercised any supervision or restraint with 
respect to requests for capital requirements over the regions, and I ventured to 
put down here an exhibition of that restraint. The budget was originally sub
mitted, and it represented what the region regarded as its minimum require
ments—$7,969,000. The executive officers at Montreal reduced that by $2.000,- 
000 approximately; so that the budget as it now stands for the Central region, 
and which is before you, is in round figures, $6,000.000.

Mr. Hanson : I think I was the one who suggested that.
Sir Henry Thornton: I do not want to lay that at your door particularly.
Mr. Hanson: I am not ashamed of the suggestion.
Sir Henry Thornton: I am not ashamed of the result either.
Mr. Hanson: I am going to go a little further. You had originally a bud

get of $30,000,000 capital expenditure for additions and betterments for the 
year 1931?

Sir Henry Thornton: That is right.
Mr. Hanson : I am assuming that in any great organization such as a 

national railway there will always be some capital expenditures?
Sir Henry Thornton: That is true.
Mr. Hanson : But having regard to the fact that we have a vote of sixty- 

eight and a half million dollars for the annual requirements for 1931 which will 
be exceeded by $10,000,000—at least I have heard that—and that the total net 
requirements over and above your income will be $104,208,000—perhaps $10,- 
000,000 more than that—is it not possible to cut this still more for this year?

Sir Henry Thornton: I suggest in answer to that you turn over to the 
next page where you will see the details of that amount that has been requested, 
namely, some $6,000,000, and go over item by item, and we will discuss it, and 
you can see how you feel about it. All I can say is that the total capital budget 
for the Central region of approximately $6,000,000 represents the minimum which 
the executive officers and myself think we can safely go to. Now, this com
mittee may think differently ; at any rate there is each item exposed on the 
following sheets. They have been gone over carefully by the engineering and 
executive officers, and they represent the recommendations of the railway com
pany. I may say also that naturally and quite properly all of this was discussed 
with the department.

Mr. MacMiLLAN: At what time in the year would the figure $7,969,205 be 
received by the head executive?

Sir Henry Thornton: I should say in the first two months of the year.
Mr. MacMiLLAN: The reductions would be arrived at at what time?
Sir Henry Thornton: About April.
Mr. Gray : Is this the proper place to talk about certain capital expen

ditures? Might I ask what is the cost of the Ixmdon Terminal station?
The Chairman: I would prefer very much if you want to go into the 

details of this to start at the beginning.
Mr. Gray: We are doing it.
The Chairman: I did not think London came in?
Mr. Gray: Yes. It is the Central region.
Hon. Mr. Evler : We are following your plan, I think Mr. Chairman.
Mr. Heaps: Mr. Chairman, if we could get a rough idea as to how this 

$5,973,000 is made up?
Sir Henry Thornton: It is all on the following page.
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The Chairman: It is under Exhibit “G”.
Mr. Gray: You are working on the London Terminal now?
Sir Henry Thornton: Mr. Hungerford can give you an answer to that 

question, or Mr. Brown.
Mr. Brown : We are working on the grade separations.
Mr. Hungerford: We are building two subways at the present time.
Hon. Mr. Euler: You have a million and a half for grade crossings by 

subways.
The Chairman: That is on the second page, down about ten items.
Mr. Gray: I would like to find that out. I would like to know what is 

included in this year’s estimate for London?
Mr. Hungerford: I do not think we have it. It will be included in this 

million and a half.
Mr. Gray: Does it include a new station for the City of London?
Mr. Hungerford : No, not this year.
Mr. Gray: I was hoping you were working westward, and would start at 

Hamilton and London and be in Sarnia next year?
Mr. Hungerford: We are looking in that direction.
Mr. MacMillan : Starting at the top of that page, “Belleville Division, 

Hornepayne Division. Oakville Sub-division,” there is new steel being laid 
amounting to about $640,000?

Sir Henry Thornton: That is right.
Mr. MacMillan: Is the old steel inadequate?
Sir Henry Thornton: What has happened is this: we made a careful 

investigation, which is still in progress, of the internal fissures in our steel rail 
on fast passenger lines through what is known as the Sperry Detector car. 
That is a car which, by an electrical process, registers concealed defects in thé 
head of the rail. Sometimes in rolling a rail, or after it is in use, internal 
fractures or fissures will be detected which cannot be detected in any superficial 
examination of the rail. The railways generally have employed a device known 
as the Sperry Detector car, which, by an electrical device—there is no good 
of my explaining it, because it is highly technical—indicates where those defects 
are to be found. Well, we ran that car between Montreal and Toronto over 
our present one hundred pound rail, and we found a surprising number of hidden 
defects. Now, those defects do not always result in a wreck, but they are 
potential causes of wrecks.

Mr. Cantley: Maybe.
Sir Henry Thornton: Maybe. So that, having degard to that con

dition, we decided that in the interests of safety and good maintenance, we 
should commence relaying that rail, which is now one hundred pound rail, and 
replacing it with one hundred and thirty pound rail. That is in accordance with 
the practice of the best railways. In fact, many other railways are going 
much further, and, I think, are laying rail as high as one hundred and seventy 
pounds to the yard.

Mr. Hungerford: Yes, that is true in a few instances.
Sir Henry Thornton: Now, there is also an economy which results from 

the heavier rail in that it reduces the cost of maintenance. The more rigid 
the steel; the more nearly it comes up to requirements of constantly increasing 
axle loads, the greater economy ; so that, having regard for both economy and 
safety of traffic, our officers decided, and I was fully in accordance myself, 
being something of an engineer, that that should be done, and that represents 
the reason why we are renewing the rail to which you have referred.
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Mr. Hanson: Having regard to your financial condition this year, would 
it be possible to divert that?

Sir Henry Thornton: We do not think so. That is largely a technical 
question. Our engineering officers are not prepared, nor is the vice-president in 
charge of operations, to take the responsibility of continuing that one hundred 
pound rail track. I would like you to hear a brief statement from Mr. Hunger- 
ford on this matter. After all, he is the head of the operating department, and 
is primarily responsible for it.

Mr. Hungerford: I think the committee should clearly understand that 
in re-laying steel, we only do so when the old rail is worn out for that particular 
class of railway. We are not making the change for a changes’ sake, but, 
because the old rail is no longer serviceable for that class of service. These 
things are gone over very carefully; and I would like to say this in regard to 
the item constituting the total for the Central region budget that Sir Henry 
referred to as being the original budget—that is residue—this is boiled down 
through the requests that come to us, in the first instance, for millions of dollars 
more. The first figure will be shown on the preceding budget, and repre
sents what we first boiled it down to. Then subsequently when the financial 
condition became worse, we cut it still further; but the reversal of rail that is 
provided for in the budget is undoubtedly required.

Hon. Mr. Euler : Is the same true of the million and a half item for sub
ways, or is that something that one might say might be diverted without any 
great disadvantage to the road?

Mr. Hungerford: In practically every case they are covered by orders of 
the Board of Railway Conupissioners. We are compelled to put them in.

The Chairman : In this one hundred and thirty pound rail partly due to the 
faster trains that are being moved over this particularly fast road?

Sir Henry Thornton : No, it would have to be renewed in any case; but I 
may say that the American railway technical men figure on an economy of five 
hundred dollars per annum per mile of rail of one hundred and twenty pounds 
rail per yard, as compared with one hundred pound rail per yard. That is to 
say, a stretch of track laid with one hundred and twenty pound rail as com
pared with that same stretch laid with one hundred pound rail results in an 
estimated economy of five hundred dollars per mile. Of course, on lines where 
there is a density of traffic such as you have between Toronto and Montreal,-----

Mr. Hanbury: And taking into consideration the investment.
Mr. Hungerford: I would like to add for the information of the com

mittee that this one hundred and thirty pound section was decided upon jointly 
with the Canadian Pacific for heavy main line requirements, and we agreed 
upon a uniform standard, and they are proceeding to utilize this rail under 
similar conditions.

Hon. Mr. Manion : The question has come up many times and will come 
up many times more—Mr. Duff has brought it up in regard to the Guvsboro 
Railway, and others will bring it up in connection with other capital expendi
tures—about certain things being cut off. Sir Henry has explained to you that 
the figures are given here. They were originally at a higher figure, but they 
gradually cut them down. I may say that in the cutting down of these figures 
the government was wholly in accord with the railway management, because 
the government felt that $104,000,000 of expenditure for the railway were at 
least sufficient for one year under the present circumstances. I may say further 
that so far as the cutting down was concerned, it was done by the railway 
officers themselves in a large measure, and practically altogether. It was not 
done on political grounds at all. I just mention this because, from time to time, 
somebody will question this, and I am sorry to say I may not be here to-morrow.
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Mr. Duff : Did you say $104,000,000 increased expenditures?
Hon. Dr. Maxiox: I mean one hundred and four millions of estimates 

which will have to be raised by guaranteed securities—$20,000,000 of better
ments, $31,000,000 deficit on interest and so on, and that $31,000,000 will prob
ably be increased. In view of the heavy deficit, and in view of the present 
business condition, and the decreased earnings of the railways, in view of all 
that, the government felt, and I think properly, that $104,000,000 was plenty 
to spend. It wasn’t done with any desire to cut out capital expenditures in this 
constituency or in that.

Sir Henry Thorntox: I would like to add this statement to what the 
minister has said: so far as the railway company is concerned we had no 
difference of opinion with the government whatsoever; but certain circum
stances confronted us, and we sat down together, jointly, and tried to meet them. 
As far as this budget is concerned, I am assuming my full responsibility, and all 
of our officers assume their full responsibility for it, and we are fully in accord 
with the minister.

Hon. Mr. Manion : The reason I mention this is because there were requests 
for vast amounts of money to be spent on stations, bridges, branch lines and so 
on. I have given the figure in the House—I got these amounts figured up—and 
they amounted to $200,000,000 worth of requests. Those who do not get their 
branch lines or stations are feeling rather disappointed. You hear references 
in the House to Riviere du Loup station and others. I simply mention it, because 
I think the committee, as Members of Parliament representing the shareholders 
of this railway, and representing the taxpayers must appreciate the responsibility 
of the government, because they are responsible in a way just as the govern
ment is responsible for this vast amount of money.

Mr. Duff: We also appreciate our own responsibilities, as well as the gov
ernment. I would like to ask a question right there.

Hon. Mr. Manion : I hope you do.
Mr. Duff: Certainly we should. We have just as much reason to be respon

sible as anyone else.
Mr. Macmillan : We have to pay for it.
Mr. Duff: The Minister of Railways said this was increased expenditure 

this year. Along that line, Sir Henry, would you be good enough to give me the 
amount of the estimate made up similar to this last year?

Sir Henry Thorntox: The net increase in capital expenditures is 
$51,100,000.

Mr. Duff: I do not mean that. You had an estimate similar to this last 
year. What would be the amount as compared with this $104,000,000?

Sir Henry Thornton : I will have to look that up.
Hon. Mr. Manion: I used the wrong expression when I said “ increased 

expenditure ” ; what I meant was expenditures for which securities will have to 
be used. I should not have used the word “ increased ”.

Mr. F air weather: Mr. Duff wants a figure for last year comparable to 
$104.000,000?

Mr. Duff : Yes; and at the same time give me the amount of the deficit 
from last year which might be included in this estimate this year.

Mr. Fairweather: There is no deficit from last year included this year. 
There was a supplementary—

Mr. McGibbon : I would like to ask Sir Henry how many years he thinks 
we can go on spending $100,000,000 a year and still keep these railways.
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Sir Henry Thornton: A certain amount of this $104,000,000 is refunded. 
Now, you have raised a very interesting question, Doctor, and I would like to 
answer it, and I can perhaps express it best in this way: in the year 1928 the 
gross revenues of the Canadian National Railway were—if I recall the figure 
correctly—$304,000,000; the net earnings of the company, which is to say the 
difference between expenses and revenues—as I again recall the figure—were 
about $58,000,000. Again, as I rcall the figure, we earned about $8,000.000 in 
excess of the interest on our funded debt in the hands of the public. If and 
when the gross revenues of the Canadian National become $300,000,000—I will 
use the round figure—the net earnings of the company will be $75,000,000.

Mr. MacGibbon: Why? How do you arrive at that? How do you arrive 
at the increase—by decreasing vour operating costs?

Sir Henry Thornton: By decrease in operating costs. Now, curiously 
enough, I was discussing this matter with some of our officers at lunch time, 
and I would be prepared to say that when our gross revenue returns to approxi
mately what it was in 1928, we will be earning approximately $20,000,000 per 
annum more than is necessary to meet the interest on our funded debts in the 
hands of the public. I should also say that when our gross revenues are, say, 
$275,000,000 or nearly $30,000,000 less than they were in 1928. we will be earn
ing to apply on the interest in hand—on securities in the hands of the public— 
somewhere in the neighbourhood of sixty to sixty-five millions of dollars. The 
answer to your question depends entirely upon the business conditions of Can
ada, and the conditions that obtain in the whole world.

Mr. McGibbon: Exactly. But there is only so much business, and the 
more you pile up your capital expenditure it looks as though it means the less 
will be your net receipts.

Sir Henry Thornton : I tried to explain a little while previously that I 
did not at all expect the increase in capital requirements to proceed on the 
same scale and at the same rate of increase as they have in the last eight years.

Mr. McGibbon: Or even the present year?
Sir Henry Thornton: Well, perhaps the present year.
Mr. MacMillan : Why is it that in discussion we always hear this state

ment: people always talk about the volume of indebtedness of the railway in 
the hands of the public. Why is it that the amount of money owing to the 
government is never taken into consideration at all?

Sir Henry Thornton: The amount by which wc fall short of earning the 
interest on securities in the hands of the public means that that represents an 
out of pocket expense for the government in that year. The government has 
got to go down into its jeans and put that much money on the table. The rest 
of it, to a certain extent is bookkeeping.

The committee adjourned to meet Wednesday, June 24th, at 11 o’clock.
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ORDER OF REFERENCE
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April, be referred to the Select Standing Committee on Railways and Shipping, 
owned, operated and controlled by the Government, and that the Order refer
ring the same to the Committee of Supply be discharged.

Attest.
(Sgd.) T. M. FRASER,

For Clerk of the House.



MINUTES OF PROCEEDINGS

Wednesday, June 24, 1931.

The Select Standing Committee on Railways and Shipping, owned, operated 
and controlled by the Government, scheduled to meet at 11 a.m., and later 
postponed to meet at 3.30 p.m., and further delayed by a division in the House, 
came to order and opened proceedings at 3.50 o’clock, Hon. Mr. Chaplin, the 
Chairman, presided.

Members present: Messrs. Beaubien, Bell (St. Antoine), Cantley, Chaplin, 
Duff, Euler, Fraser (Cariboo), Geary, Gobeil, Gray, Hanbury, Hanson (York- 
Sunbury). Heaps, Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), 
Power and Rogers, 18.

Mr. Beaubien made some remarks respecting the length of time the Com
mittee had been considering the annual report and estimates of the Canadian 
National Railways, and suggested that the Committee consider Bills 79 and 
83, and after consideration have same reported to the House. Discussion 
followed the suggestion, and developed into a general discussion on expenditures.

Grand Trunk Western and Central Vermont railways were discussed. Mr. 
Hungerford, Vice-President, Operation and Construction, was requested to 
explain matters in this connection.

Mr. Duff moved, seconded by Mr. Cantley:—
That the Annual Report of the Canadian National Railway System for 

the year ending December 31st, 1930, and the Estimates of the Canadian 
National Railways for the year ending December 31st, 1931, be received and 
adopted.

Carried by show of hands.

Mr. Fraser asked a number of questions in connection with the steamship 
service on the Paciffc coast, which were answered by Sir Henry Thornton and 
officers of the Canadian National Railways staff, in detail.

Some discussion respecting Northern Alberta Railway; questions in this 
connection answered.

Questions in regard to capital stock of the System, and stock held by the 
public, answered.

Discussion in detail respecting radio equipment and radio broadcasting of 
Canadian National Railways.

Statement by Mr. Hanson, expressing his views on the railway situation, 
after which,

Mr. Hanson moved, seconded by Mr. Duff:—
1 hat Bill 79, referred to the Committee by the House, be reported with

out amendment; carried.
30383-1 à
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Mr. Hanson moved, seconded by Mr. Duff:—
That Bill 83, referred to the Committee by the House, be reported without 

amendment; carried.

Bills to be reported.

It being after six o’clock the Committee adjourned to meet again to
morrow, Thursday, at 11 o’clock, a.m.

E. L. MORRIS,
Acting Clerk of the Committee.
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House of Commons, Room 368,
Wednesday, June 24, 1931.

The Select. Standing Committee on Railways and Shipping met at 4 o’clock, 
p m., Honourable J. D. Chaplin, the Chairman, presiding.

Mr. Beaubien : Mr. Chairman, before the committee proceeds, may I be 
permitted to make a suggestion? And before making my suggestion, I might 
ask the committee’s permission to preface my suggestion by a few brief 
remarks.

Mr. Hanson : Don’t make a speech.
Mr. Beaubien : I am talking to the Chairman. This committee started to 

sit on the 8th June. We have gone through the estimates of the Canadian 
National Railways, so far as the railway is concerned, and we have gathered 
a great deal of information, and every member of the committee is convinced 
that Sir Henry Thornton and his officials are acquainted with the conditions 
as they exist. Also, we are keeping these officials here. We have kept them 
here for a good deal of time at a great expense to the Canadian National 
Railways and also to the detriment of the railway itself.

There is a Bill No. 79 before the House, and also Bill 83, and in view of 
the information which we have gathered and the acquaintance which the 
officials have of the situation, I think that this committee ought to be satisfied 
to go on and consider these two Bills and report them back to the House and 
let the House pass these Bills as soon as possible, in order to give the Canadian 
National Railways the advantage of carrying on their year’s operations, float 
their securities and be able to carry on as they have done in the past.

I do not think any good can come of any further enquiry. We have to 
depend upon Sir Henry Thornton and his officials, and there are also fifteen 
directors appointed by the government for the Canadian National Railways, 
and we have a Minister of Railways. I do not think any good can come out 
of keeping Sir Henry Thornton and his officials here any longer than we have 
kept them. I do not think we can get any further information than we have 
obtained. Sir Henry and his officials have told us that the least amount they 
can get along with is the amount given in their estimates here ; probably they 
might be able to cut that down by a percentage. Half of the year is gone, and 
the Canadian National has not authority to go on and float their issues, etc. 
I think we should leave these estimates and pass these Bills as soon as possible— 
one of them was introduced on June 2nd, and the other on June 10th—and go 
on and enquire in regard to the shipping on the Canadian National Railways 
and get such information as we can; and I make that suggestion in good faith.

I suggest that we take up Bill 79 and Bill 83 and report them back to the 
House and let the House pass the Bills, and then the Canadian National Rail
ways can go on.

Mr. Duff : I would agree with that suggestion, except if some member 
of the committee has some special matter which he wants to discuss, I would 
not shut it off; if it is just a general discussion, I would agree with what has 
been said.

Mr. Hanson: What are the Bills about?
229
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Mr. Beaubien: They have both been referred to this committee by the 
House. Bill 83 is a Bill to authorize the guarantee by His Majesty of securities 
to be issued under the Canadian National Railways Financing Act, 1931 ; and 
the effect of Bill 79 is to authorize the provision of moneys to meet expendi
tures made and indebtedness incurred during the calendar year 1931. The 
object of this Bill is to authorize the Canadian National Railway Company 
to issue securities to the extent of $68,500,000 for the purpose during the year 
1931 of financing where the amounts available from Net Operating Income 
or Investments may be insufficient.

I think my suggestion would hasten everything.
The'Chairman: There is no resolution, of bourse, before the committee. 

All I have to say in reply to the honourable gentleman is that during the last 
two or three days we have been practically discussing this very bill that he 
speaks of, by going through in detail the matters that are contained in the 
Bill, and I think we have been doing our work properly. It will only take 
another day to clean up these matters and then I think you will be in a position 
to say in a few minutes whether the Bill suits you or not.

Mr. Beaubien: I have no objection, Mr. Chairman, and I am not trying 
to throw any reflection on what the committee has been doing ; but still, if 
we have been considering the Bills, it was not with my knowledge.

The Chairman: The Bill provided for the expenditure of $68,000,000, 
and that is what we have been discussing. If any man here does not know that, 
it is time he did know it.

Mr. Beaubien: Probably I do not know as much as you do, but perhaps 
I will when I am of your age.

The Canadian National Railways, unless the Bills are passed pretty soon, 
will have to finance in some other way, they will have to go to the Finance 
department and get some loans of some description. If I am not correct, I 
wish to be corrected.

The Chairman: They have already done that. If you have a resolution 
to put before us, if you feel sore—

Mr. Beaubien : No, I do not feel sore. This is only a suggestion I am 
offering.

The Chairman : If you have not a resolution, I cannot put it. If anybody 
else has anything to say on the subject, let us hear it. What we are doing 
now is really discussing this Bill; and when we come to the Bill itself it will 
take but a very short time, probably not five minutes, to put it through.

Mr. Beaubien: If that is your interpretation, all right.
Mr. Gray: Mr. Chairman, you have been very fair in giving us latitude 

for this discussion. I have gone through what we have had before us, and to 
my mind as to the estimates which are before us, I have always felt, when I 
have been on this committee, that we arc really a rubber stamp, because a 
great deal of it is already committed. It seems to me we have been given 
already a very full explanation of matters. If there is something which Mr. 
Beaubien or somebody else has in mind, we might have it; but to start wading 
into that book of estimates seems to me to be a waste of time. I may be 
wrong in that. As far as I am concerned, I would be agreeable to passing on 
the Bills to-day.

The Chairman : As far as this statement is concerned, I have given every 
possible latitude to every member, and if the members are satisfied that they 
have got all the information that they desire regarding this matter, I am per
fectly content. I have perhaps spent more time on it than any of you, but it 
is up to you yourselves; I am in the hands of the committee.
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Mr. Beaubien : The reason I did not make a motion was that I wanted to 
have the sense of the members of the committee.

Mr. Hanson: I perhaps have taken a good deal of time with this committee, 
but I think the impression which we have received has fully justified any time 
or labour which has been given to the committee. My main object in relation to 
the committee this year is not so much examining in detail the figures which 
have been brought before us. I venture to say that no one member of the com
mittee has been able to digest the figures which have come before us in any 
year. Firstly, we do not have them available early enough to make a study of 
them, as we only get them when they come before the committee.

My definite idea this year was to bring before the committee, so far as I 
was able in an humble way, the seriousness of the financial condition of the rail
way company and to get the seriousness of that across to Sir Henry Thornton 
and his officials, and to get from them an expression of their realization of that. 
That has been accomplished, and I think a great deal of good will be done for 
the coming year; and that having been accomplished, I am content to go very 
litle further into the figures in these estimates. Personally, I would pass them 
to-day. There is just one reserve, on one feature, I would like to make and this 
is a question which arose in a debate in the House, precipitated I think by the 
Minister of Railways and joined in by the leader of the opposition, and that is 
the switching of appropriations. I think that is an important principle and we 
ought to deal with it, and we ought to afford Sir Henry Thornton an opportunity 
of making a defence to what after all is a rather serious matter. That is the 
only major topic to which I would like to advert before passing this Bill.

Sir Henry Thornton: Might, I answer that very important question which 
Mr. Hanson has raised? In many respects I share his point of view and the 
point of view of others who also have expressed opinions with respect to the 
effect of the switching of expenditures.

In the operations of a railway such as the Canadian National Railways 
with its ramifications, extending as it does from the Atlantic to the Pacific, it 
is exceedingly difficult for the officers of the company, no matter how sincere they 
may be or how intelligent they may be, to anticipate with absolute precision all 
the expenditures which may be necessary for the conduct of the railway during 
the year. But within a reasonable margin of error,—and I will be perfectly free 
to say that I think that margin of error has been greater in the past than it 
should be in the future,—but within a reasonable margin of error we certainly 
should be able to anticipate the character of expenditures and the items which 
should be included in the year’s budget.

We cannot hope to possibly reach 100 per cent, but we have made this year 
a far greater effort than ever to meet the point which Mr. Hanson has raised, 
and there has been adopted by the Board of Directors a proposal which is before 
the Council of the Government, that a committee of three shall be set up, a sub
committee of the Directors, to deal with that particular item.

All I can say in answer to the question which Mr. Hanson has raised is that 
I think his point is in general very well taken, and certainly we do not want to 
be in the position of switching any considerable number of expenditures which 
have been put down in the budget, from one item to another. Of course it may 
happen that an estimate for a certain improvement, which is considered desirable 
in January for some alteration in traffic conditions, or something of that sort, 
may prove to be an unwise thing in June; but those cases should not be con
siderable ; in fact, they ought to be negligible.

Mr. Hanson: Such a case as that does not involve switching an estimate.
Sir Henry Thornton: You might find that one thing was an undersirable 

thing to do, but another thing for which an amount "has been put down in the 
estimates ought to be altered or extended or increased in quantity, or something
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new might come up. We cannot, to save our souls, anticipate everything that 
is going to happen on this railway for twelve months in the year; but, on the 
other hand I frankly admit that I think we have been somewhat lax in that, in 
the past. I am just as free to make an admission with respect to that as I am 
to defend any proposition which I think is sound. And I can assure Mr. Hanson 
and all the other members of this committee who hold his views, that we are 
fully seized of that; and I venture the prediction, in all sincerity, that there 
is going to be very much less of that in the future than there has been in the 
past, and that when the end of the year comes and we meet next year, as I hope 
we will all do, in good health, and all of you representing your respective con
stituencies, that you will find that the switching to which Mr. Hanson lias 
referred has been reduced to a degree which will be acceptable and as reasonable 
by himself and by every other member of this committee. I do not know that 
I can say much more on that, Mr. Hanson.

Mr. Hanson: I think you have covered the position ; but I think this ought 
to be adopted as a principle, that the railway company should not be prohibited 
from switching in an emergency which might arise, or if better judgment might 
arise in the light of new information of importance, but that should be taken 
up, not with this committee but with the Department.

Sir Henry Thornton : That is exactly what ingoing to be done, Mr. Hanson.
Mr. Hanson: Then I am satisfied.
The Chairman: There is one thing to which I want to call the attention 

of the committee. At meetings of this committee in other years, I have heard 
Sir Henry Thornton make a statement—I cannot recall the exact date but I 
remember quite distinctly that he made a statement to us which was to this 
effect—that in future he did not expect to be called upon for any considerable 
expenditure in respect to the Western Lines of the Grand Trunk, that is the 
American Lines. I notice this year that there is a very considerable capital 
expenditure proposed, and I would like to have a statement from him on that 
subject. It was generally understood that that line was in a position to carry 
itself for the future.

Sir Henry Thornton : That is true, Mr. Chairman.
Mr. Hanson: I would like to add, Mr. Chairman, that there is in the 

minds of some of the people in this country an objection to any large capital 
expenditure upon any railway outside of Canada. I think some capital expendi
ture might be necessary, but not any large expenditure in a railway located 
outside of Canada.

Sir Henry Thornton : In that connection, I would like to point out that 
the Canadian National Railways system owns two lines which are outside of 
the frontiers of Canada, and which came to us as inheritances from the old 
Grand Trunk Railway system, namely, and more immediately, the Grand 
Trunk Western, and also the Central Vermont Railway.

The Grand Trunk Western Railway is an important integral part of the 
Canadian National Railways system, first, because it serves a very important

! industrial area in the State of Michigan, from which we derive a very con
siderable traffic; and secondly, because it provides an entrance to the City 
of Chicago and an entrance to that gateway. Chicago is one of the great 
traffic gateways of the North American continent. There focus in Chicago 
pretty much all of the important railways which serve the western part of the 
United States, and we derive a very considerable revenue from interchange of 
traffic both ways. We also derive a very considerable revenue from industries 
which are located in the State of Michigan, which really represent the majority 
of the automobile manufacturing concerns in the United States.
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If our lines ended at the Detroit River, we would be in an exceedingly 
disadvantageous traffic position. We would have no direct entrance to the 
important Chicago gateway, and we would not be in a position to command 
the traffic which we now command from industries located on our lines in 
Michigan, which represent the General Motors, the Ford works, the Chevrolet 
and all of the important automobile manufacturing concerns in the United 
States, or at least most of them.

Not only is that traffic so derived of value to the Canadian National Rail
ways itself, but it also pays a tribute to Canada in this sense. Every carload 
of automobiles which we ship from the State of Michigan to either the Niagara 
gateway or the Montreal gateway and down into New England, or any car
load of general traffic which so originates, results in the employment of just 
that many more Canadian enginemen, firemen, brakemen, conductors, track
men and others who are employed on our railways. That is to say that we not 
only make money out of that traffic in itself, but it adds to the potential 
employment which we can give to employees of the Canadian National Rail
ways because that traffic passes through Canada.

The Chairman is quite correct. I said, I think it was two years ago, that 
the position of the Grand Trunk Western was exceedingly satisfactory and 
that I anticipated that that property in the future would be an asset, in so far 
as it would carry its own expenses. But there was a depression which hit us, as 
you all know, in the autumn of the year 1929, which peculiarly and particularly 
affected the automobile business; many works were closed, many others were 
partly closed and there was a reduction in traffic similar to that which afflicted 
every other railway on the North American continent, and which two years ago I 
never anticipated, not for one moment.

Notwithstanding that, I still feel that the position of the Grand Trunk West
ern and the Central Vermont, to which I will refer in a moment, immeasurably 
strengthens the traffic position of the Canadian National Railways ami 
materially contributes to our gross revenue and distinctly are assets to the people 
of Canada as a whole, particularly to those who live in the Province of Ontario 
and the Province of Quebec.

The Central Vermont has been a peculiarly satisfactory railway. That went 
through a receivership, and last year for the first time in the history of the rail
way, it not only made all of its fixed charges but had a surplus of somewhat more 
than $150,000.

I have often heard the opinion expressed that we should not own any railway 
lines outside of Canada, that we should divest ourselves of the Grand Trunk 
Western Railway—

Mr. Hanson: I do not go that far.
Sir Henry Thornton: But I have heard that view expressed.
Mr. Cantley: I go that far, Sir Henry, and I think the day will come when 

many other people will go that far.
The Chairman: I have understood that the management of the road has 

suggested such a thing as that themselves, and I would like that gone into a little 
by Sir Henry.

Sir Henry Thornton: Mr. Chairman, I do not think any responsible officer 
of the Canadian National Railways, and certainly not myself, ever suggested 
that. I do not think there is an official of the Canadian National Railways that 
would contemplate the divestment of the Grand Trunk Western and the Central 
Vermont as being any thing but a catastrophe.

The Chairman: Provided you had some arrangement for running rights?
Sir Henry Thornton: I cannot conceive of running rights which would be 

the equivalent of our present rights.
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Hon. Mr. Euler : That suggestion, Mr. Chairman, was embodied in a reso
lution in the House some years ago.

Sir Henry Thornton: I can only give you my own judgment as one who 
has had some experience in railway enterprises, and I say that to abandon our 
entrance to the Chicago gateway and to abandon the opportunity for traffic on 
the Western Lines, and to abandon the opportunity for traffic in the State of 
Michigan would be nothing but catastrophic and it would have a very serious 
detrimental effect upon the revenues of the Canadian National Railways.

I do not want you to accept my words for this. Some of you may think I 
am speaking as a prejudiced party ; but I would like Mr. Hungerford, who has 
been connected with the property for a number of years, to say what he thinks 
about it. I think you should have the opinion not only of myself but of the 
other officers of the company who are familiar with its operations.

Mr. Hungerford: Mr. Chairman, all I have to say is that I agree with Sir 
Henry Thornton in what he says as to the Grand Trunk Western. In my opin
ion it would be a disaster to have that line separated from the Canadian National 
Railways system.

Incidentally, in connection with the capital expenditure on the Grand Trunk 
Western, it might be of interest to point out that a rather large proportion of 
our capital expenditures over there is for grade separations, which of course we 
arc compelled to carry out.

Mr. Duff: What about your answer, Mr. Chairman, to the question about 
capital expenditures?

The Chairman : That has been satisfactorily answered. I wanted to know 
what the capital expenditures particularly consisted of.

Sir Henry Thornton : They have been for things which it was difficult if 
not impossible to escape. And may I just go on for a moment? The Canadian 
National railway, with respect to its lines in the United States, might be described 
as a visitor. I can only say that in so far as that is concerned, we have received 
the most extraordinarily friendly treatment from all of the public authorities in 
the United States and the Inter-State Commerce Commission itself. Our rela
tions with that Commission have been most agreeable. There has never been 
any question raised of nationality with respect to our ownership; and far from 
finding what you might possibly expect, a feeling of resentment that a foreign 
government should own lines in another state, we have been received with all 
the courtesies and with all the kindness which is extended to a visitor within 
a man’s house. They have helped us and they have, if anything, given us the 
best end of it; and when it comes to the interchange of traffic and the examina
tion of traffic by the Customs Department at points where we cross the border 
of the United States, the United States authorities have accepted our suggestions 
and have accepted our examinations; have even in the matter of examination 
for the possibility of concealed liquor shipments, taken the words of our in
spectors; and all I can say is that we have been extraordinarily well treated 
and there has never been the slightest feeling of resentment.

Mr. Power: Sir Henry’s words are an incentive to boot-legging on the 
Canadian National Railways, and should be excluded from the record.

The Chairman : Now, just a word. We have had Sir Henry’s explanation 
with regard to the Grand Trunk Western, and there is one other line which has 
been the cause of considerable irritation, especially in the Maritime Provinces, 
and that is the Portland Line. As I understand the situation, that line is not 
being used to the same extent as it formerly was used, because of objections 
from Saint John and Halifax, and I would like to know if there is any possibility 
of ridding ourselves of that particular piece of line, because if we cannot use it, 
it might be well worth while to hear Sir Henry’s statement about it.
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Sir Henry Thornton: I would like that what I have to say about that 
should not be reported.

The Chairman: My answer to that is that we will not take it now. We 
will defer that particular statement to another time when we are in committee 
without having a reporter. Does that meet with your ideas?

Hon. Members: Carried.
Mr. Heaps: Mr. Chairman, Mr. Beaubien has raised a point which might 

be decided now, as to the bringing of all the officials of the company here. 
They have to be here in case any questions are asked on which information is 
required ; and I think the quicker these men can be got back to their work 
the better for all concerned.

The Chairman : I am in your hands, as far as that is concerned. I have 
tried to keep order, and you have all helped me in every way; but as far as 
this suggestion is concerned, it is absolutely in your own hands.

Mr. McGibbon : Mr. Chairman, apropos of that, there is a story around 
that certain of the men come here every session and make speeches, and after 
they have spoken, they think the House should prorogue.

Mr. Duff: After our meeting last night, which of course I cannot say very 
much about because it was private, but after the information which we received 
at that meeting, both from Mr. Grant, Sir Henry and the Minister of Railways, 
I am inclined to think that unless there is some particular item which some 
member of the committee wants to bring up, we could very well pass a resolution 
which I am going to move. When I move this resolution, it does not mean 
that somebody may not have something to say; I do not wish for a moment 
to deter any member from asking any question with regard to the statement, 
but in order to bring it properly before the committee I am going to move that 
the report and estimates of the Canadian National Railways be accepted by 
the committee and adopted.

That will bring the matter clearly before the committee, and then if any 
member wants to ask any question, he will be at liberty to do so.

Mr. Fraser: Let me ask what is the situation with regard to the Grand 
Trunk Pacific branch lines? Are they a paying proposition or are they a load 
on the railway?

Sir Henry Thornton: May I ask you particularly what you refer to?
Mr. Fraser: That from Jasper.
Sir Henry Thornton: That is part of the main line.
Mr. Beaubien : Mr. Chairman, I will second Mr. Duff’s motion.
Mr. Geary: Mr. Chairman, nobody at this end can hear anything that 

is said by anyone a third of the way up the table, and much less can we hear 
Sir Henry or the Chairman.

Sir Henry Thornton : Can you hear me now, Colonel?
Mr. Geary : I can, when you look at me.
Sir Henry Thornton: There is nothing I would rather look at.
Mr. Hanbury: I would suggest that the speaker might stand.
The Chairman : Instead of two or three talking together, if the gentleman 

addressing the chair would stand up, it will be far easier to hear him, and then 
the others can hear him and keep quiet.

Mr. Fraser: Mr. Chairman, my question is, what is the standing of the 
line from Jasper to Prince Rupert? Is it a paying line or not a paying line?

Sir Henry Thornton: It is not a paying line.
Mr. I raser : How far does it go behind?
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Sir Henry Thornton: We do not keep our accounts in that way, but I 
can answer that as a line it is not a paying line. A direct answer to the ques
tion would be.only an estimate, and it would be almost impossible to get at 
because it is a part of the main line.

Mr. Fraser: And the accounts are not kept separate?
Sir Henry Thornton: No.
Mr. Fraser: Then I cannot get that information. Now there is a question 

which I asked the other day about the steamships on the Pacific Coast; and 
before I proceed, I want to make this clear, that I am separating them into two 
distinct branches, the coastal service and the triangle run, as between Seattle, 
Victoria and Vancouver. I would like to know, in the first place, what is 
your revenue, and your operating expenses, or your losses and profits, whatever 
they are, with regard to the coastal steamships, and how many ships have you 
operating there, and any other information you may have in a general way.

Sir Henry Thornton: I cannot separate the service between Prince 
Rupert and Alaska from the other sendees, because it is kept all in one sendee. 
Can you do that, Mr. McLaren?

Mr. McLaren: Not very' well.
Mr. Fraser: I want to make it clear. The question has been asked me 

whether it belongs to the Canadian National or the steamship company.
Sir Henry Thornton: It i< all Canadian National.
Mr. Fraser : It is all in the consolidated statement?
Sir Henry Thornton: Yes, sir. Have you any information on that? 

Or perhaps you can explain that.
Mr. McLaren: I think we could give that, regarding the steamships.
Sir Henry Thornton: You have a general statement with regard to the 

steamships and the routes, and one thing and another, haven’t you? I want 
only the coastal boats.

Before we go to the general financial statement, I might make this state
ment, that our steamship services on the Pacific Coast consisted of, I think, 
three larger vessels. There was the Prince Rupert, the Prince George and the 
Prince John. There was also a smaller vessel, the Prince Charles, that was 
employed in summer services between North Queen Charlotte Islands and 
calling at Stewart and Anyox; but the three principal A'essels, which repre
sented the services between Victoria, Vancouver, Prince Rupert and Alaskan 
ports, were the Prince Rupert, the Prince George and the Prince John. Those 
vessels were largely for the purposes of supplying services in connection with 
the tourist business up and down the coast. They were also linked in with 
what we call the triangle tour. That is to say the tourist would take a vessel 
from Vancouver to Prince Rupert, would there disembark and take the train 
to Jasper, spend some time at Jasper and then return by rail to Vancouver. 
That constituted what we call the triangle route, as distinguished from the 
triangle service, including Victoria, Vancouver and Seattle.

Those vessels were originally built and put on many years ago for tourist 
purposes, and it was found about two years ago—

Mr. Fraser: As a matter of fact, they are a part of what you inherited 
from the old Grand Trunk Pacific?

Sir Henry Thornton: Oh, yes, quite so. We felt in 1928,—and when 1 
say that, I mean the traffic officers, the executive officers of the company, and 
myself—that tourist business showed sufficient promise to justify additions to 
the fleet. .

My recollection is that during the heavier tourist season we had insuffi
cient accommodation to take care of the traffic that offered. Futhermore,
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because of the pressure of business, we had retired from the Seattle service. 
We had formerly and for many years been running our vessels between Van
couver, Victoria and Seattle.

For instance, one of those new boats very recently took a party represent
ing the Canadian Chamber of Commerce and the Canadian Board of Trade 
to South America. It was on this service for something like a couple of months, 
as I remember it offhand, and there was the further opportunity, during the 
winter time, of running a service for tourists from Vancouver to the British 
West Indies through the Panama Canal and so on. So for all those reasons 
we came to the conclusion that having regard to the trend of business at the 
time, and the conditions which existed then, that to protect the revenues of the 
company and to take advantage of the business offering, we were justified in 
asking governmental approval for the construction of three additional boats. 
Now, at the moment—and I hope I violate no confidences in saying this—the 
Canadian Pacific Railway and ourselves are considering some joint arrange
ment for the purpose of pooling our vessels in coastal service on the Pacific 
Coast, extending those services to San Francisco, and operating our respective 
coastal facilities as a joint proposition. The traffic officers of the two com
panies have that now under consideration. I might just at this time go further 
and say that this is only one of three other important joint arrangements which 
we have under consideration with the Canadian Pacific Company. I can fur
ther say that as the result of two or three meetings which Mr. Beatty and I 
have had in the last two months, we are endeavouring to avail ourselves mutu
ally of such facilities as we both have which profitably lend themselves to 
mutual operation, for the purpose of saving money for both companies, and 
making money also for both companies. This coastal service question to which 
Mr. Fraser has referred is one of those which we have under consideration, and 
both companies are getting together wherever we can to try to save money 
for each of us, and to take money for each one of us. We both realize that 
the times are such that there is more money to be made out of co-operation 
than out of competition. Now, that does not mean that in any sense the 
public is going to suffer, but we are simply trying to pursue the course which 
two intelligent administrations would follow when they are confronted with 
the same problems.

Mr. Geary: Has the loss been very heavy?
Sir Henry Thornton: That is just a general narrative, a general explana

tion that I have tried to give to this committee as to how it came about that 
our services were enlarged, and what we are trying to do with those services 
in a co-operative way. I will ask Mr. McLaren, who I believe has the results 
of operation, to give you that information; and in that connection I would ask 
you to remember that these vessels were not in operation for anything like the 
whole of the tourist season of last year. Now, Mr. McLaren, could you give 
the committee the dates at which the respective vessels went into commission?

Mr. Fraser: What are the names of the new vessels?
Mr. Fairweather: The Prince Henry and the Prince David.
Sir Henry Thornton: There is a third vessel, the Prince Robert.
Mr. Fraser: Is the Prince Robert not delivered?
Sir Henry Thornton: Not yet. Now, let me give the dates at which 

these vessels went into service.
Mr. Fairweather: They were put into service August 12th, 1930, and on 

July 30th. I refer to the Prince David and the Prince Henry.
Mr. Hanson: You had the Robert.
Sir Henry Thornton: When I say commission, I mean put into commis

sion on these coastal services. It was used in South America.
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Hon. Mr. Rogers: You had a boat down in Nassau during part of the year, 
had you not?

Sir Henry Thornton: That is one of the regular West Indian service boats; 
it was not one of these three coastal boats. Oh yes, that is a separate proposi
tion altogether. There were five boats built as the result of the West Indian 
Trade Treaty which the government negotiated, and one of the obligations of 
that Treaty was that the Canadian Government should cause to be built and 
put into effect certain services between Atlantic Canadian ports and West 
Indian ports; but this is quite a separate and different project that we are talk
ing about.

The Chairman : That is a separate company known as the Canadian 
National West Indies Steamship Service.

Mr. Duff: That is it.
Sir Henry Thornton: We ran the Prince Robert. The Prince Robert was 

delivered in November, and she was run on two or three excursion trips to the 
British West Indies, and then, on February 22nd, as I recall the date—I may 
be two or three days out—but it was something like that—then she started on 
her cruise to South America with the Canadian Trade Commission.

Mr. Fraser: Has she been on the coast yet—on the Pacific Coast?
Sir Henry Thornton: She is in service on the coast now.
Mr. Han bury: Is she in the triangular service?
Sir Henry Thornton : In the whole service.
Mr. Fraser: Were those three boats specially built for the triangular ser

vice between the three cities?
Sir Henry Thornton : We do not distinguish between what you call the 

triangular service and the coastal service. Because of the addition of these 
three new vessels to our sendee we were able to render what you call the tri
angular service, but that is only part of the Canadian coastal service. All of 
these vessels call at Vancouver, Victoria and Seattle, or rather, to put it the 
other way, they call at Seattle, Vancouver and Victoria, and then proceed to 
Prince Rupert and Alaskan ports, and back again to Seattle around the same 
route. What you call the triangular service is part of the whole coastal service.

Mr. Fraser: No, that is not my contention, Sir Henry.
Mr. Hanbury: The C.P.R. run on a different basis, do they not?
Mr. Fraser: I am not too sure of my ground. What I thought was that 

we had put on this new service during the last year for the special purpose of 
taking care of that traffic which was traffic particularly between the three cities 
—the same service as the C.P.R.

Sir Henry Thornton: We have no vessel which run exclusively or solely 
between Vancouver, Seattle and Victoria. We have vessels that run between 
these ports, and in addition to that proceed on their journey northward touching 
at Prince Rupert and various Alaskan ports.

Mr. Fraser: You have no regular service then between the three cities?
Sir Henry Thornton: We have a regular service, but not a service that 

is exclusively limited to those three cities.
Mr. Fraser: There are none of your boats till at are exclusively on that 

particular trip, on the trip between the three cities?
Sir Henry Thornton : That is right. In other words, what I mean to 

make clear is that what you call the triangular service is only a part of the 
whole coastal service performed by the same boats that are engaged in the 
same coastal service.
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Mr. Fraser: This is clearing the thing up. Now. you have these three 
new boats, the Prince Henry, Prince David and Prince Robert, and in addition 
to calling at Vancouver, Victoria and Seattle they also call at Prince Rupert 
and Alaskan Ports.

Mr. Duff: And they also call at ports between Vancouver and Prince 
Rupert?

Mr. Kennedy: I would like to ask a question regarding the earnings on 
tonnage moving over northern Alberta railways.

Sir Henry Thornton: Just a minute, Mr. Kennedy, and I will answer 
Mr. Fraser. I am sorry, but I am wrong, Mr. Fraser; I have given you wrong 
information. Two of those boats are in that.

Mr. Galloway: There are three boats, the Prince Henry, the Prince 
Robert and the Prince David. Two of them operate in the summer season in 
the ordinary triangular three city sendee; one of them operates from Van
couver in the Alaskan sendee. There are three boats altogether.

Mr. Fraser: Is that all you have altogether—three ships—six is it?
Mr. Galloway: Six or seven altogether.
Mr. Fraser: Where are these operated?
Mr. Galloway: The Prince George and the Prince Rupert in conjunction 

with the Prince Henry operate the so-called Alaskan service in the summer 
months.

Mr. Fraser: Of course, I am in Victoria quite a bit, but I was not positive.
Sir Henry Thornton: That was a service in which we were at one time 

engaged. This is a re-entry of that service.
Mr. McGibbon: What was the cost of these new vessels?
Mr. Fairweather: Cost at December 31st, 1930: The Prince Henry, 

$2,167,298; Prince George, $2,158,203; Prince Robert, $2,206,889.
Mr. McGibbon: Six and a half million dollars.
Hon. Mr. Rogers: Are they profitable on those runs?
Mr. Duff: They have not been on long enough.
Sir Henry Thornton: Mr. Fairweather will give you the results of last 

year, but remember they were not in the service the whole of last year—only 
a part of the tourist season.

Mr. Fairweather: I shall give the net revenue from operation. First, as 
Sir Henry has explained, these boats were not in the service for a full year, 
.tnd the whole picture is therefore somewhat distorted. Between Vancouver, 
Prince Rupert, Anyox, Stewart, Ketchikan, there was a loss, after operating 
expenses of $107,000.

Mr. Fraser: For the whole year?
Mr. Fairweather: For the year as reported. Vancouver to Alaska, there 

was a profit of $59,000. X ancouver, Prince Rupert and Queen Charlotte Islands, 
there was a loss of $61,000 on the three city service.

Mr. Fairweather: There was a loss of $157,000.
Mr Galloway: One ship since August 12, 1930, and the other sometime 

about the middle of September.
r, -^r- Fairweather: Special excursions contributed to net revenue $70,800.

1 he total represented a loss on operating account of $258,000.
Mr. McGibbon: What would be the total loss including capital investment?
Mr. Fairweather: The total loss on all services including the interest on 

capital and depreciation on the boats was $547,000.
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Mr. Duff: These boats would contribute to the railway revenues, would 
they not?

Sir Henry Thornton: Oh yes.
Mr. Duff: Which is not included in this?
Sir Henry Thornton: Yes. We have a statement showing the number 

of inter-line tickets.
Mr. Fairweather: To Skagway we sold a total of 4,541 tickets; to Juneau 

274; to Ketchikan 378; to Wrangel 96. That makes a total of 5,389 tickets. 
C.N.R. rail line passenger revenue derived from that business in 1923 amounted 
to $156,000.

Mr. Hanson : I would like to suggest this, that there is just traffic enough 
for one good route up there, and we had better get the thing coordinated as soon 
as possible—$10,000,000 a year for one little service like that is pretty large.

Sir Henry Thornton: That is exactly what I explained a moment ago, 
Mr. Hanson, that the Canadian Pacific and ourselves are working on a proposi
tion to operate our respective coastal services in a cooperative way.

Mr. Hanbuby: Is it not true that in considering the Alaskan service, last 
year was the first year for many years that it was possible to get accommoda
tion during the tourist season?

Sir Henry Thornton: That is quite true.
Mr. Hanbury: Previous to that it was necessary to make reservations six 

or seven months in advance if you wanted to get in on the Alaskan trip.
Mr. McGibbon : That does not mean you are making any money out of it.
Mr. Fraser: I have nothing to say about the coastal services as we call 

them, from Vancouver to the north; they were inherited, as we have been told, 
by the railway ; but my point is this: that we have an inter-city service, a tri- 
citv service, and I would like more figures and more information before I can 
satisfy myself that that service was justified.

Sir Henry Thornton: I understand that that too was a service which we 
inherited. I mean to say that we were in that service at one time, and because 
of a lack of ships we abandoned it.

Mr. Fraser : That may be correct as far as you are concerned, but you 
were out of it.

Sir Henry Thornton: Oh, unquestionably.
Mr. Fraser: The service which was provided by your competitor was a 

first class service?
Sir Henry Thornton : Undoubtedly.
Mr. Fraser: Now, that amount of money has been put into this service, 

and has it been a profitable service? We are looking for ways to save money.
Sir Henry Thornton: Precisely.
Mr. Fraser: And I believe that that service is one where money can be 

saved. The service was well taken care of before you came into it.
Sir Henry Thornton: I tried to point out to you repeatedly, two or 

three times, that that is exactly what we are working on now.
Mr. Heaps: May I ask in connection with the amalgamation between the 

two services between the three cities, whether that deficit will be wiped out 
by that amalgamation?

Sir Henry Thornton : I cannot answer that. I do not know. Of course 
I am sure you will all realize that both our calculations and the calculations 
of the Canadian Pacific Railway have been entirely upset by the depression 
through which we are passing, and I don’t know what the Canadian Pacific 
figures are on their service. I do not know what they were before we resumed 
our position in the service.
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Mr. Heaps: Is it the intention to utilize the boats that will be laid up as 
the result of that effort in any other service?

Sir Henry Thornton: One thing I know to-day, and it is a very profit
able field, is the extension of service to San Francisco. How that is going to 
result I do not know. Your estimate is just as good as mine, excepting that 
we think that there is a profitable field there for the extension of our joint 
services to San Francisco.

Mr. Heaps: I presume that you are likely to bring about the amalgamation 
of the services between the three cities?

Sir Henry Thornton: We are trying to work that out now. Our officers 
are in conference, and if it were not for the fact that they are here to-day and 
have been here for two weeks at least, they would have been in conference with 
the Canadian Pacific officials, and have tried to work this thing out.

Mr. Duff: Is it a fair statement to say that you did not put on these new 
boats—the suggestion was made that that service was abandoned some time 
ago—is it not a fact that during the time you abandoned the service the rail
way revenues suffered, giving the C.P.R. the advantage of the water service 
all to themselves, and, consequently, they got most of the rail business?

Sir Henry Thornton: Unquestionably.
Mr. McGibbon : The figures just given regarding the number of tickets sold 

is rather illuminating.
Sir Henry Thornton: Of course, Doctor, you are dealing with only a 

part of last year’s tourist season. And, furthermore, you are dealing with a 
period in which the whole North American Continent has been passing through 
a depression.

Mr. McGibbon: I quite agree with your latter statement. I was talking 
about Mr. Fairweather’s statement concerning the number of tickets you sold, 
over the route.

Mr. Fairweather: I am sorry if I have given the wrong impression. The 
figures I quoted were with regard to railway ticket sales to Alaska only. Now, 
on the Alaska trip, not only did we make $156,000 on the rail, but on the 
Alaskan service we made a net profit on the steamship services of $59,000. The 
sale of tickets to and on the railway in connection with our other boat services, 
I have not got here. That information has not been taken out.

Mr. Duff : If you had not had these boats on the route between Seattle, 
Vancouver and Victoria, would your railway revenues have suffered?

Mr. Fairweather: I should say so, yes.
Sir Henry Thornton: Unquestionably. And I will say this: every intelli

gent business executive anticipates the future state of business, and tries to pre
pare his production to meet that situation. Now, when we built these boats, 
we did not imagine, nor did we expect that for the first year or two they were 
going to jump to their maximum, that we were immediately going to find them 
profitable; but having regard for the general trend of the tourist business, par
ticularly on the Pacific Coast, we felt that we should prepare and provide such 
vessels as would put the Canadian National Railways in a position to get its 
proper share of that tourist business from year to year, as we and every other 
railway anticipated would result.

Hon. Mr. Euler: If you put a service on will that put you in competition 
with some other existing service?

Sir Henry T hornton : I do not know whether it will or not. I think there 
are a couple of lines that operate, but at the same time they do not own the 
ocean, and we have just as much right on the part of Canada to get business 
from the Lnited States as the United States has to get business from us.
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Hon. Mr. Euler: I am not questioning your right. What is in my mind 
is this: if there is an existing line there now could you go into that profitably?

Sir Henry Thornton : We believe that our vessels are so superior, so much 
more satisfactory, so much more attractive, that we can get a very measurable 
proportion of that business.

Mr. Fraser: What was the loss on these inter-city boats in the month of 
November or December? Have you it segregated in that way?

Sir Henry Thornton : No.
Mr. Fraser: What was the loss on these new boats from the time they went 

on the service—the tri-city boats—until the end of the year? I suppose that is 
as far as you can go?

Mr. Fairweather: The loss would be $157,000 on the triangular service. 
That is on operating account.

Mr. Fraser: Over cost?
Mr. Fairweather: Yes. And in addition to that it had to take care of 

insurance. After everything, it amounts to $267,000, counting depreciation.
Mr. McGibbon : I understand you made a profit of $200,000 on your north

ern lines?
Mr. Fairweather: No, sir. I said on the Vancouver-Alaska service. There 

was an operating profit of $59,000.
Mr. McGibbon: There was a total loss of how much?
Mr. Fairweather: Of what service are you speaking?
Mr. McGibbon : The whole service.
Mr. Fairweather: On the whole service, after interest and depreciation, 

the loss on the boat service was $547,000.
Mr. McGibbon: You deduct one from the other and you get your southern

loss?
Mr. Duff: It is not fair to segregate the water route from the railway; you 

get business from having the boats for your railway.
Sir Henry Thornton : We cannot segregate it that way.
Mr. Fraser: These boats were delivered in August on the Pacific Coast.
Mr. Galloway : One was put into service on August 12th, 1930; the second 

one was put into service on September 4th or 5th.
Mr. Fr\ser: Which was the first one?
Mr. Galloway : The Prince Henry.
Mr. Fraser : The David was the second, and the Robert was the third?
Mr. Galloway: Yes.
Mr. Fraser: Were they built by contract?
Sir Henry Thornton : Tenders were asked for and the contract was 

awarded to the lowest tenderer.
Mr. Frxser: Who were the builders?
Sir Henry Thornton : Campbell-Laird of England.
Mr. Fraser : Were they all built by the same firm?
Sir Henry Thornton: Yes. We asked for a number of tenders, and, of 

course, awarded the tender to the lowest bidder.
Mr. Fraser: Have they been finally accepted from the builders?
Mr. Galloway: Yes and no. The builders guaranteed them for six months 

after delivery and they are responsible for any defects that might occur in the 
hull or machinery within the six month service period.

Sir Henry Thornton: Now, we had some trouble. On which boat was 
that, Mr. Galloway?
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Mr. Galloway: There was some trouble in them all.
Sir Henry Thornton: We had some trouble with the turbines, and that 

matter is now being taken up with the builders for adjustment.
Mr. Duff: They send their own engineer for six months.
Mr. F raser : Have the boats been paid for?
Sir Henry Thornton: Yes. Everything is paid for.
Mr. MacMillan: I have heard it said that those boats are so high- 

powered that they almost throw people up against the rail in making the turns 
during the passage.

Sir Henry Thornton: I am glad you asked that question. There are 
so many things that one may hear. It is difficult to answer them all. I can 
only say this, that I travelled on one of those boats last summer from Van
couver up to Alaska and back to Prince Rupert, and they were admirable in 
every way.

Mr. MacMillan: I am talking about the tri-city service.
Sir Henry Thornton: I should say that was an absurd rumour.
Mr. Duff: Although there are some hairpin turns on that route.
Sir Henry Thornton: There may be some hairpin turns, but there are 

no better boats, no more comfortable boats, and no better handled boats on 
the water to-day.

Mr. Geary: Will you tell me if there was an adequate service for all the 
traffic offering before you put on the three boats?

Sir Henry Thornton: I will answer that question offhand, but I can 
only answer it in a general way because it is a general question. I should 
say that during the tourist season there was not enough service. I am just 
speaking offhand. I am giving you my general knowledge.

Mr. Geary: And you went in to take out your share of it I suppose?
Sir Henry Thornton: Yes.
Mr. Duff: And to help the railway.
Mr. Fraser: The builders have not been released?
Sir Henry Thornton: No.
Mr. Fraser: Here is a rumour I have heard: one of the boats was sent 

back from Halifax to the builders for repairs.
Sir Henry Thornton: No, that is not so.
Mr. Fraser: That is not so?
Sir Henry Thornton: No.
Mr. Fraser: What fuel do they use?
Sir Henry Thornton: Oil.
Mr. I raser: You have had some trouble with them in regard to their 

performance.
Sir Henry Thornton: We have had some trouble with the turbines, and 

that is now under discussion and adjustment with the builders. It is not a 
serious trouble, but it is a trouble which involves the obligations of the builders, 
and we are now conducting negotiations with them.

Mr. Fraser: Was there any alteration in the power supposed to be put into 
the boats after they were laid down from the original plan?

Mr. Galloway: The horsepower was increased somewhat.
Mr. Fraser: The reason I asked that is because Mr. MacMillan asked the 

question a moment ago, and I have heard the report that they were too heavily 
powered. What have you to say to that?
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Sir Henry Thornton: That was all gone into pretty carefully by our own 
marine experts, and by our own marine architect, and we felt that we should 
increase the power of these vessels, because in this sendee we are from time 
to time encountering fogs when it is necessary to slow down the speed of the 
vessel, and when the fog lifts we have got to have enough reserve power to make 
up the time we have lost. Now, the power of the vessels as they stand to-day 
is correct according to our own competent navigating officers, our own marine 
experts, and our own naval architects.

Mr. Duff: What is their speed?
Sir Henry Thornton: Twenty-three and a half knots.
Mr. Duff: That is not too much.
Mr. Fraser: Have you had any reports from your navigating officers as to 

their efficiency, or as to the way they handle?
Sir Henry Thornton: They are entirely satisfactory.
Mr. Fraser: Have you ever had to have them taken out of the harbour at 

Victoria with the assistance of a tug?
Mr. Galloway : Not that I know of.
Sir Henry Thornton : I do not think so. I should be surprised to hear

that.
Mr. Duff: Perhaps they were in drydock and the tug took them down to 

the berth afterwards.
Mr. Fraser: Have they been in drydock?
Mr. Galloway: Yes.
Mr. Duff: I saw the Lady Nelson being towed down in Halifax Harbour.
Sir Henry Thornton : The answer is that unless there is an occasional 

extraordinary set of circumstances, the vessels do not require the services of 
tugs. They are thoroughly satisfactory from a navigation point of view.

Mr. Fraser: The reason I asked that question, Sir Henry was this: it has 
been reported to me that those vessels in entering and departing from Victoria 
Harbour required the assistance of a tug, and I thought it was only right that 
you should have an opportunity of confirming the rumor or refuting it.

Sir Henry Thornton : I am glad you asked that question and my reply 
is in the negative.

Mr. Hanbury: I would like to make a statement in that connection because 
there are rumors in Victoria that these boats are hard to handle. I do not want 
to say that there was deliberate propaganda to discredit the boats, but propa
ganda existed that these boats were hard to handle. I went to the Masters of 
these boats, and also to the Canadian National Railways in Victoria, and I have 
satisfied myself that they are satisfactory and just as easily handled as any boats 
on the Pacific Coast to-day.

Mr. Duff: It is quite possible that they might have been hard to handle 
on the first two or three trips ; they may have wanted a piece on their rudder 
or something like that. We cannot help that.

Sir Henry Thornton : There is one particularly difficult part, of the passage 
between Prince Rupert and Skagway which requires very careful handling and 
manoeuvring, and I was on the bridge with the captain of the vessel, the master 
of the vessel, and the master of one of the other vessels—an experienced Scotch 
navigator who had been all over the world—and I asked them how the vessel 
handled, and whether they were satisfied with the vessel, and they said that the 
vessel I was on—one of the new ones—was of the easiest and best handling 
vessels they have ever seen. Certainly from what I observed—I am not a 
sailor—I am a very bad sailor—from what I observed of the vessel, it certainly 
handled with extraordinary facility.
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Mr. Fraser: Was the reason for putting each of these vessels in drydock 
simply for the purpose of giving them a general look-over after the ocean trip?

Mr. Galloway: It was more for the purpose of making an examination of 
the ships upon their receipt from the builders.

Mr. Duff: Are they twin screw?
Mr. Galloway: Yes.
Mr. Duff: They ought to handle if they are twin screws.
Mr. Kennedy: I would like a statement regarding the performance of the 

Northern Alberta railways since you took them over. Are they holding their 
own?

Sir Henry Thornton: Do you refer to the Northern Alberta railways in 
which the Canadian Pacific Railway and ourselves are joint owners?

Mr. Duff: He wants to know if they are going up hill or down hill.
Sir Henry Thornton: Mr. Fairweather will answer that question.
Mr. F airweather: I take it that what is desired is a comparative state

ment of operating expenses and revenues: year 1930, operating revenues $2,253,- 
739; 1929, $2,232,156, an increase of $21,582. The railway operating expenses 
for 1930 were $1.952,389; 1929. $1,437,109, an increase of $515,279. The net 
(revenue from railway operation in 1930 was $301,309; 1929, $795,046, a decrease 
of $493,697.

Mr. Kennedy: What about the question of the outlet—the surveys that 
have been made. Did the Canadian National participate in these surveys or 
Hot? There seems to be some confusion about that.

Sir Henry Thornton: I will answer that generally. Is Mr. Gzowski here? 
We have been making recognaisance surveys, what might be described as general 
•surveys to determine in a preliminary way which of the various passes available 
for a western outlet afford most promise. We have never made any direct 
survey of an outlet, but our engineering officers knew in a general way what 
the country was like, and we made certain surveys to determine the altitudes of 
the different passes. Now, rather recently the Canadian Pacific Railway has 
made, as I understand it, a somewhat exhaustive survey which could really be 
•called a survey of the various routes. The report has been sent to the Minister 
•of Railways and to myself, and I understand it to be the intention of the Minister 
of Railways to ask the President of the Canadian Pacific Railway and the 
engineering officers to discuss that report at some future date. Now, that 
generally is the situation.

Mr. Gzowski : We made no surveys in 1930 at all. The C.P.R. made quite 
extensive surveys.

Sir Henry Thornton: We did not make any surveys because there is no use 
of both of us making surveys, and as long as the C.P.R. were willing to do it, we 
were willing to let them.

Mr. Bell: Will you refer to the annual report at pages 34 and 35?
Sir Henry Thornton : Yes, Mr. Bell.
Mr. Bell: Now, you harve the capital stock, and then held by the system, 

and then owned by the government, owned by the public, in italics. What do 
you mean by the public?

Sir Henry Thornton: I think the first item there, in xyhicih you will 
find that item in italics, is the Montreal Fruit Terminal Company, Limited.

Mr. Bell: No, the Montreal and Southern Counties Railway is it not?
The Chairman : What page is that on?
Mr. Bell: Page 34, I think.
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Sir Henry Thornton: That represents, Mr. Bell, stock owned by a private 
individual.

Mr. Bell: In the figures that are going down in italics, I would like to 
know, first of all, have you any obligation to take up any of those figures?

Sir Henry Thornton: I do not think we have. We have no obligation.
Mr. Bell: Any of them?
Sir Henry Thornton: No.
Mr. Bell: Now, the second question is, if these are owned by the public, 

do you pay dividends to the public, or where do the public get off at?
Sir Henry Thornton: The public get off. There are no dividends.
Mr. Bell: Do they keep off, or what is the ultimate object?
Sir Henry Thornton: I am just speaking from memory, and Mr. Gallo

way, or some of the other officers who are familiar with the subject, can speak 
for themselves.

With respect to the item of $189.500, I take it that that represents an 
interest on the part of individuals which originated a good many years ago 
and which was simply continued. There was no particular reason why we 
should buy them out, and we let it go on.

Mr. Bell: I suppose if their stock is worth a certain amount they can 
sell it to the public?

Sir Henry Thornton: They can do what they like with it, but we did 
not think there was any necessity to purchase stock and of course we did not 
want to add to our capital account by doing that.

The Chairman: That may be considered as a frozen asset.
Mr. Bell: You capitalize these different vessels at $10,000. I suppose 

that is just a matter of bookkeeping?
Sir Henry Thornton : Where is that?
Mr. Bell: On the same page, 34.
Sir Henry Thornton: That is simply a corporate holding company.
Mr. Hanson: Each ship is incorporated as a joint stock company?
Sir Henry Thornton: Yes.
Mr. Fraser: And you do not keep the accounts separate?
Sir Henry Thornton : No.
Mr. Fraser: It all goes into the general pot?
Sir Henry Thornton: Yes.
Mr. Hanson: If these ships cost a couple of million dollars, why do you 

capitalize them at $10,000?
The Chairman: It is evident that they are saving expenses by doing so. It 

costs so much to incorporate a company at $2,000,000, and it does not cost 
nearly as much to incorporate a company at $10,000. And besides that, there is 
a yearly fee based upon the amount of capital.

Mr. Bell: If that is so, it is apparent that this capital stock given here 
merely represents figures.

Sir Henry Thornton : It was considered, for the reasons the Chairman 
has given, as sound business policy to pursue that particular plan.

Mr. Duff: I suppose you have that particular stock issued in your strong
box?

Sir Henry Thornton : Oh, yes.
Mr. Gray : At any rate this is not a valuation of stock.
Mr. Hanson : This is merely a schedule of the holdings of the company.
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Sir Henry Thornton : That is right. I think $10,000 is the lowest amount 
at which it can be capitalized.

Mr. Geary: If this has not been taken up and determined, at page 144 of 
the Proceedings of the Committee, there is a statement which I asked for in regard 
to radio. It is in volume No. 7.

Sir Henry Thornton: That question was filed in the official report.
Mr. Geary: I am seeing it now for the first time. You ran the expenses 

from $10,146.06 in 1923 to $420,028.17 in 1930, and you generally progressed in 
the expenditure until in that year you dropped them off. You have $175,000 of 
capital invested. I am surprised it is so small. Is that all your three stations 
cost you?

Sir Henry Thornton: That represents our entire capital investment. It 
does not, of course, include anything with respect to certain newspaper broad
casting stations which we lease or rent.

Mr. Geary: But you have three stations which you own.
Sir Henry Thornton: That represents that amount.
Mr. Geary: And the stations only cost $175,000 to construct?
Sir Henry Thornton: That is right. It includes also equipment on trains; 

but I suppose the bulk of it would be the three stations. I will give you the 
details of that, Colonel.

Mr. Geary: I am not concerned with that, if you tell me that that is all 
your three stations cost you.

Sir Henry Thornton: For instance, the Ottawa broadcasting equipment 
and furnishings located in Chateau Laurier, also transmitting equipment and 
aerials located on Jackson Building used under lease, $37,786.82—that is by 
way of example.

Mr. Geary: Then you broadcast, I notice, every now and then over a 
hook-up all over the country?

Sir Henry Thornton: Yes.
Mr. Geary: You use your own three stations in that, I suppose?
Sir Henry Thornton: Plus the stations which we lease.
Mr. Geary: Is that a profitable thing, to lease those stations? How 

much do they cost you?
Mr. MacLaren: $60,756.23.
Sir Henry Thornton: The rental was approximately $61,000.
Mr. Geary: Is that on an hour basis?
Sir Henry Thornton: I cannot answer that offhand, but it is probably at 

so much an hour. But the reason we did that was because there was so much 
criticism of our capital investment that we were taking whatever avenues 
were available.

Mr. Beaubien: Do you rent your own stations to outside people?
Sir Henry Ihornton: Yes, sometimes. The revenue in 1930 from rented 

stations was $40,246; and we paid $61.000 rental for stations that we leased.
Mr. Geary: What is the cost per hour of a station which you rent?
Sir Henry Thornton: The average cost of what you would call our 

broadcast is $57. I am just guessing but I should think that might cover a 
couple of hours or something like that.

Mr. Heaps: Can you give us any idea of the broadcast cost on Sunday 
afternoon when you have a symphony orchestra?

Sir Henry Thornton: I am afraid I cannot answer that. I can get that 
for you by to-morrow, Mr. Heaps. For talent, I take it?
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Mr. Heaps: Say you broadcast a symphony concert from Toronto on a 
Sunday afternoon.

Mr. Hanson : A good deal of the cost is for artists, is it not?
Sir Henry Thornton: Yes, and I think I am safe in saying we have 

employed nothing but Canadian artists.
Mr. Geary: How many stations have you had in a hook-up,—how many 

have you under rental?
Sir Henry Thornton: We only have three stations of our own, Moncton, 

Halifax and Victoria.
Here are the stations both owned and leased which we employ for hook

up broadcasting purposes: Halifax, Moncton, Quebec, Montreal, Ottawa, Toronto 
CXRT, Toronto CNRX, London, Winnipeg, Regina, Saskatoon, Edmonton, 
Calgary, Red Deer, Vancouver, Saint John, Fredericton, Yorkton, two stations 
at Hamilton, Waterloo, Detroit, Michigan, Chatham and Brandon.

Mr. Geary: And those cost you about $57 per hour?
Sir Henry Thornton: That is the average, $57.47. I do not know that 

it is per hour; I rather think it is more nearly two hours. That includes, of 
course, talent and everything.

Mr. Hanson : It depends upon the power of the station, the high-powered 
stations are higher, and low-powered stations a good deal less?

Sir Henry Thornton: Naturally; if you hire a high class coach and four 
it costs more than an ordinary com'eyance.

I think we have here now what you want, Colonel.
The Chairman: There is a motion before the chair.
Mr. Geary: I wonder if I could follow that up, I want the information.
Mr. Duff: Will you give us the last figures about the cost again, Colonel?
Mr. Geary: Sir Henrv said the cost of the station plus artists ran about 

$57.47.
Sir Henry Thornton: Mr. Fairweather has two samples which have 

been worked out.
Mr. Fairweather: Halifax, the rental of the station per broadcast was 

$19; and at Montreal it was $11, the difference between the two rates undoubt
edly being due to the fact that in Halifax we broadcasted sixty-six times and 
in Montreal one hundred and twenty-seven times; but that gives you the 
representative average figures for the rental per broadcast.

Mr. Duff: They find their own artists, then?
Sir Henry Thornton: No, that is just for the use of the station.
Mr. Fairweather: The average talent per broadcast was $24.60.
Mr. Heaps: That is for each station?
Mr. Fairweather: No, per broadcast.
Mr. G ear a-: What orchestra do you have? Do you have the Imperial 

Orchestra?
Sir Henry Thornton: I am sure that the orchestra that we have used 

the most has been the Toronto Symphony Orchestra, a very fine orchestra under 
the direction of Yon Kunitz.

Mr. Geary: I am not altogether with you there, as one music lover to 
another.

That is Sunday afternoon, is it?
Sir Henry Thornton: That is Sunday afternoon.
Mr. Fairweather : The figures I have quoted are the average figures for 

the year. I have quoted rental charges at Halifax and Montreal for the station
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privilege in terms of dollars per broadcast, I have also quoted a talent figure 
for our average broadcast. I could give you the Toronto talent per broadcast 
—perhaps that would suit you?

Mr. Geary: I do not want to go into the cost of the orchestra. They 
might not want that.

Sir Henry Thornton : Copsidering the excellence of the orchestra, we 
made a very satisfactory arrangement with the orchestra. Here is the answer 
to your Toronto question, Colonel.

Mr. Fairweather: I will have it there in a minute.
Sir Henry Thornton : I am sorry we are not ready to give you the answer 

offhand, but with about fifteen pitchers, it is somewhat difficult to tell what 
questions are going to come across the plate.

Mr. Fairweather: The talent for those Toronto broadcasts runs con
siderably higher than the average. The talent cost was $32,000 for a total 
number of 246 broadcasts.

Mr. Hanson : That is not so bad.
Mr. Beaubien : That is a lot of money for Toronto, isn’t it?
Sir Henry Thornton: The average is about $130. In other words, the 

real answer to your question is that in round figures we pay about $130 for 
broadcasting for an hour; and personally I think it is a very low sum.

Mr. Geary : I was not interested in that, but what I was interested in 
was how much you pay out for talent and how much of the $144,929 that would 
account for.

Mr. Fairweather: The total amount paid for talent in 1930 was $95,073.82; 
for rentals, $60,756.23.

The Chairman : And the total cost?
Mr. Geary: So that you have about $160,000 of other cost.
Mr. Fairweather: The total cost, after deducting the revenues received, 

is $420,000.
Sir Henry Thornton: What Colonel Geary asks is after we have included 

the charge for leases and for talents, what is the balance, what does it consist 
of?

Mr. Fairweather: Wages and a small amount for personal expenses, 
rental of telephone lines, telegraph charges and miscellaneous.

Sir Henry Thornton: When we give a whole Canada broadcast, we 
charge the radio with a proper proportion for the use of the telegraph line, 
which accrues to the telegraph department.

Mr. Geary: You absorb all the charges?
Sir Henry Thornton: Yes.
Mr. Hanson: Shall we carry Mr. Duff’s question?
Mr. Duff: Question, Mr. Chairman.
The Chairman: Are there any more questions arising out of the Canadian 

National Railways Annual Report and the estimates?
Mr. Gexry: One more, if I may. At page 2 of your Estimated Financial 

Requirements for 1931, a third of the way down the item Central Region, you 
will find other stations and shelters, 6—I suppose that is six in number, $35,èl0.

Sir Henry Thornton: What letter is that, of the index?
Mr. Geary: It is in G, page 2.
Those are specific stations, are they?
Sir Henry Thornton: Oh, yes.
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Mr. Geary: Now, can you switch one of those stations? Can you put 
another station in place of the six?

Sir Henry Thornton: Have we done that, Mr. Smart?
Mr. Smart : Why, yes.
Sir Henry Thornton: Yes, that could be done, Colonel.
Mr. Geary: So that Watford could be in that, and Watford might not 

get a station, but Komoka would?
Sir Henry Thornton: That is a possibility. This $35.000 is made up 

of certain specific stations with respect to which certain things are to be done. 
I should say that the number of cases in which they would be any alteration 
would be negligible; but if you ask me the academic question, can we switch 
from one station to the other, the answer is yes.

Mr. Geary: And you have $57,000 further down for a seventh station, 
if you want to.

Sir Henry Thornton : I should think the answer to that question would 
be yes.

Mr. Geary: We do not know anything about these individual stations, 
but you can arrange those so as to include five, six or eight?

Sir Henry Thornton: I have the items here.
Mr. Geary: As long as you get rid of London, I will be satisfied.
Sir Henry Thornton: That station is over eighty years of age.
Mr. Gelary : It is about good enough to go on your watch chain.
Sir Henry Thornton: It might go on yours, but I have not any watch 

chain.
Mr. Fraser: On Exhibit H, the second item from the top, you will notice 

that is for the Western Region. Look at the second line, line diversion Westfort, 
Ontario,—what relation has that to the Western Region?

Mr. Smart: The Western Region begins at the head of the lakes and from 
there West.

Mr. Fraser: Where is Westfort, then?
Sir Henry Thornton : It is west of Fort William, and that is why it is 

called Westfort.
Mr. Fraser: You have made the statement that you have made no reduc

tion in wages during the year, talking of section men and that sort of thing. 
You made a reduction in the price of your ties in British Columbia. I know 
as a fact that your price for ties was reduced from seventy to fifty-seven 
cents. How do you justify reducing the wages of tie-makers and not reducing 
the others? Why do you reduce the tie-men and not the others?

Sir Henry Thornton : Because the one is a contract which you let, and the 
contractor can take it or leave it as he likes; and the other is an employee of the 
company who is working under a contract which we have made with the recog
nized trades union.

Mr. Fraser: It is a contract, true enough, but you do not give him much 
leeway in making the price.

Sir Henry Thornton: If you were going to buy a horse, if you could get 
that horse for $50, you would not go out to the proprietor and say, I would 
like to give you $75 for this horse.

Mr. Hungerford: And we could have bought several the number of ties 
we wanted for that price.

The Chairman: Is there any further question to be asked? If you carry 
this resolution of Mr. Duff’s, this book is closed as far as we are concerned.
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Sir Henry Thornton : I would like to say that if any member of this 
committee at any time wants to ask any question, whether it is at this meeting 
or at any time subsequent during the year, I will be only too glad to place at 
his disposal any information we have got.

The Chairman : But it will not be placed through the chairman.
The motion of Mr. Duff reads as follows: That the annual report of the 

Canadian National Railways for the year ending 1930 and the estimated 
expenditures for the present year be received and adopted.

Mr. Geary: Mr. Chairman, I do not see that this committee has any 
power to adopt the report. They report it to the House and the House 
adopts it.

The Chairman: According to my recollection, that has always been what 
the committee has done. I do not want to depart from any rule.

Mr. Hanson: I know that has been the practice, but I think we should 
add to that motion, and I would ask Mr. Duff to incorporate it; that this com
mittee very earnestly recommends to the management a reduction in the 
capital expenditure and the operation expenditure wherever it may be, in order 
to carry out the wish here, that ought to be expressed in concrete form.

Mr. Hanbury: Mr. Chairman, I would say that there is a Board of 
Directors and management beside the Minister, and I would be prepared to 
leave that with the management.

Mr. Beaubien : When this report is presented to the House, any member 
can move an amendment to that report if he desires to do so. The House has 
full jurisdiction over all that we have done here.

The Chairman: As chairman of this committee, I propose to present a 
report to Parliament, which I propose to ask this committee to endorse, and in 
that report I intend to incorporate a statement of that kind, so that this resolu
tion only partly gets rid of our work. This advances us so much, and the 
plan has got to come before you.

What is your pleasure regarding this motion? Will you just signify it in 
the usual manner? I declare the motion carried.

Mr. Hanson: Mr. Chairman, I think we ought to follow this up by 
reporting Bill 79 and also Bill 83. I have pleasure in moving that Bill No. 79 
be reported.

Mr. Duff: I second the motion.
Mr. Geary: WTiat does that mean?
Mr. Hanson: We have been discussing the budget which makes up 

868.500,000, and it is a matter of importance that we report this Bill and it has 
been referred to us by the House for that purpose.

Mr. Duff: And it is necessary to report it immediately, Mr. Hanson?
Mr. Hanson: I do not know that it is, but I think it is well to get it out 

of the way.
The Chairman : It is moved by Mr. Hanson, seconded by Mr. Duff, that 

Bill <9 referred to this committee by the House be reported by this committee 
without amendment.

Mr. Duff: And the same thing with respect to Bill 83.
The Chairman: It should be explained, I think. The Minister has ex

plained that they are adopting a different method this year from other years. 
This year they are passing Bill 79, authorizing the Canadian National Rail
ways to make provision for these moneys; and Bill 83 authorizes the govern
ment to guarantee the securities. Do you want to make two separate motions?

Mr. Duff : Yes.
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The Chairman: Moved by Mr. Hanson, seconded by Mr. Duff, that 
Bill 79 referred to this committee by the House be reported to the House 
without amendment.

I declare that motion carried.
Mr. Hanson: I move the same motion in regard to Bill 83.
The Chairman : It has been moved by Mr. Hanson, seconded by Mr. Duff, 

that Bill 83 referred to this committee by the House be reported by this com
mittee to the House without amendment.

What is your pleasure in reference to this motion?
That is carried.
Sir Henry Thornton: I take it, Mr. Chairman, that this committee will 

meet with respect to the operations of the Canadian Government Merchant 
Marine. The hour is a little late, but I have a statement which I would like 
to make, and which has to do with the railway situation but at the same time 
it can be just as well made to-morrow morning or some other time when this 
committee convenes; but I would not want the committee to disperse without 
my having an oportunity of making a general statement which I think has to 
do with the transportation situation in Canada.

Mr. Hanson: I think every opportunity ought to be available, Sir Henry.
Sir Henry Thornton: If you do not mind my making that statement 

to-morrow, it is not contentious.
The Chairman: I think there will be enough business to keep us going 

for another sitting.
Mr. McGibbon: Why not have it done to-night, and then it will be clear 

for to-morrow with the Merchant Marine.
Mr. Beaubien: It is now six o’clock, Mr. Chairman.
Sir Henry Thornton: I would rather that the Minister should be here.
The Chairman: To-morrow morning at 11 o’clock.

The committee adjourned to meet on Thursday, June 25, at 11 o’clock a.m.
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REPORTS OF THE COMMITTEE

Wednesday, June 25, 1931.
The Select Standing Committee on Railways and Shipping, owned, oper

ated and controlled by the Government, beg leave to present the following as 
their second report.

Your Committee have had under consideration the following Bills, and 
have agreed to report the said Bills without amendments, viz:—

Bill No. 79, An Act respecting the Canadian National Railways and to 
authorize the provision of moneys to meet expenditures made and indebtedness 
incurred during the calendar year 1931 ; and

Bill No. 83, An Act respecting the Canadian National Railways and to 
authorize the guarantee by His Majesty of securities to be issued under the 
Canadian National Railways Financing Act, 1931.

All of which is respectfully submitted.
J. D. CHAPLIN,

Chairman.
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MORNING SITTING

Thursday, June 25, 1931.
The Select Standing Committee on Railways and Shipping, owned, operated 

and controlled by the Government, opened proceedings at 11.15 o’clock. Hon. 
Mr. Chaplin, Chairman, presided.

Members present: Messrs. Beaubien. Bell {St. Antoine), Bothwell, Cant- 
ley, Chaplin, Duff. Euler, Fra-er {Cariboo), Geary. Gobeil, Gray, Hanbury, 
Hanson (York-Sunbury), K nnedy {Peace River), McGibbon, MacMillan 
{Saskatoon l, Manion, Power and Rogers, 19.

The Chairman announced that the matter first to be taken up by the Com
mittee would be a discussion on Canadian National Steamships, whereupon 
Sir Henry Thornton, in accordance with an intimation he had given at the pre
vious meeting, prefaced the general discussion by making a statement on the 
general transportation situation, and in the course of his remarks made the 
suggestion that the Government appoint a commi-sion comprised of outstand
ing business men to consider the transportation situation and arrive at some 
definite recommendation- A general discussion followed.

Canadian Government Merchant Marine considered. Many questions 
answered by Sir Henry Thornton. Mr. R. B. Teakle, Vice-President, Canadian 
National Steamships and other officers of the staff.

Mr. B. .1. Roberts of the Finance Department. Ottawa, was a>ked to make 
a statement in respect to the loss by the Government through loss and sale of 
boats, interest and depreciation; and the manner in which the accounts were 
kept.

Discu-'ion continued to one o’clock, when the Committee adjourned to 
resume again at 4 o’clock p.m.

AFTERNOON SITTING

The Committee resumed with a quorum at 4.20 o'clock. Hon. Mr. Chaplin, 
Chairman, presided-

Members present: Me -iv Bcaubic n, Bothwell, Cant-ley, Chaplin, Duff, 
Euler, Fraser (Cariboo), Geary, Gray, Hanbury, Hanson {York-Sunbury), 
Kennedy, McGibbon, Manion and Rogers,—15.

Discussion continued re Canadian Government Merchant Marine. After 
further consideration,

Mr. Duff moved, seconded by Mr. Hanbury:
1’hat the Twelfth Annual Report of the Canadian Government Merchant 

Marine, for the year ended 31st December, 1930, be received and adopted. 
Carried.

I he Report of Canadian National I West Indies) Steamships, Limited was 
taken under consideration. After extended discussion,
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Mr. Euler moved, seconded by Mr. Beaubien,
That the Second Annual Report of the Canadian National (West Indies) 

Steamships, Limited, for the year ended December 31st, 1930, be received and 
adopted. Carried.

After further general discussion,
Mr. Duff moved, seconded-by Mr. Hanson (York-Sunbury) :
That the Estimates comprising the following items, viz: 379. Loan to Can

adian National Steamships (Canadian Government Merchant Marine, Limited) ; 
380 Loan to Canadian National (West Indies) Steamships, Limited ; and 381. 
382, Amounts required to provide for payments re Maritime Freight Rates Act, 
be received and adopted. Carried.

Ordered, that report be made to the House.
The Committee adjourned to the call of the Chair.

E. L. MORRIS,
Acting Clerk of the Committee.
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MORNING SITTING

House of Commons, Room 368,
Thursday, June 25, 1931.

metThe Select Standing Committee on Railways and Shipping 
o’clock a.m., Hon. J. D. Chaplin, the Chairman, presiding.

The Chairman : This morning’s discussion will be the Canadian National 
Steamships.

Sir Henry Thornton: Mr. Chairman, the last thing at the yesterday 
afternon meeting, I said that I would like to say a word or two upon the general 
transportation situation. The hour was late, and yourself and the committee 
were good enough to say that that might be postponed until this morning.

I would like to preface my remarks with the statement that what I have 
to say is offered purely as a suggestion. It might even seem an impertinence 
to make a suggestion, but I do not want it to be regarded as anything more 
than a suggestion which is bom of a patriotic desire to see that thing done 
which is best for the Dominion of Canada with respect to its transportation 
problems.

I would also like my statement to be regarded as without prejudice of any 
sort, and also regarded as coming from one whose remaining days must neces
sarily be spent in Canada; and like the rest of you, all of us who expect to 
live and die in this country have at heart patriotically and sincerely the welfare 
of the country, irrespective of what divergence of views we may hold.

The discussion that we have had since this committee assembled and the 
facts which have been well known to everyone during the last year or more 
clearly indicate that a situation of serious importance confronts the transporta
tion interests of Canada.

Professionally speaking, that is to say speaking for the profession of trans
port as a whole and with no reference to any particular company, I think I 
am safe in saying that those who are engaged in such activities have endeav
oured to conscientiously, sincerely and intelligently execute their responsibilities 
in the face of very difficult times. We are all of us seized with the importance 
of the whole problem.

The business of transportation, in its effect on such a country as Canada, 
r is one of its major factors, for the very simple reason that the largest activity 

which we have, namely agriculture and the marketing of the production from 
that activity, involves the carriage of the production a long way by rail before 
it reaches the ocean and can be exported to foreign countries.

The largest single operation which we have in Canada, from an economic 
point of view as well as from a financial point of view, is the raising, reaping, 
shipping and selling of our wheat crop. Pretty much the whole of the success 
of this country in each individual year turns upon how satisfactorily, how 
successfully that operation is carried out ; and in that series of operations which 
commences with the planting of the seed and ends with the sale and export 
of the fruition of that seed, one of the large factors is transportation, and because 
our crop is raised largely in the interior of the country and travels a long way 
before it reaches the port of export, transportation must necessarily be a very 
large factor in the business activities and the economics of the country.
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In that respect we differ from the Argentine, where the average haul of 
wheat for. export is perhaps not more than about 300 miles. Our haul would be 
several times that. The same thing is true of the activities in other lines of 
other countries, such as manufacturing, where the haul on the production to its 
point of consumption is relatively small.

The United States had at one time quite a similar problem in that most 
of their wheat was raised in the interior and had to be shipped almost similar 
di'tances for export; but that situation is changing because the United States, 
on account of the population of approximately 120,000,000 people, has estab
lished a very considerable home consumption for their own product, with a corre
sponding reduction in the transportation problem relating to the marketing of 
that production.

All of the transportation officers, irrespective of the company which happens 
to employ them," have, as I have said, been carrying out their responsibilities 
under the conditions which confront them, to the best of their ability.

In this committee and throughout Canada one frequently encounters 
divergence of views with respect to our transportation policy. Now, I suggest 
that the time has come when we should perhaps, from a national point of view, 
take our latitude and longitude and determine our position with respect to this 
large activity of transport and its relationship to the marketing of our large 
production, and that after determining that latitude and longitude and trying 
to >ee where we are, and taking some account of the trade winds that blow, 
we should endeavour from a national point of view to determine a course to be 
steered.

I therefore suggest, and it is only suggestive, it does not involve any action 
on the part of this committee whatsoever, it is oniy the expression of a personal 

> thought on the part of one who has been through a goal deal of anxiety and
' realizes, as you all do. the importance of the problem, and is trying to seek

some instrumentality which will put us upon a course which will generally be 
recognized as sound; and I therefore purely suggest that the government should 
appoint a commission of men who, because of their business standing, their 
knowledge and experience and the confidence which the public has in them 
because of those attributes, to consider the transportation situation and 
endeavour to arrive at some definite recommendation.

That is all I have to say on the subject, gentlemen; but I would again 
repeat, perhaps to the point of nausea but in order that it may not be misunder-

I
 stood, that in making this suggestion I have only at heart what I believe to be

the welfare of the country and an earnest desire that the policies of this country

with respect to transportation should be carefully, exhaustively and intelligently 
determined upon.

Hon. Mr. Evlkr: You are referring to the general transportation system.
Sir Henry Thornton: Yes. I may say that in the United States that 

country suffered very materially from having no transportation policy whatso
ever, after the close of the Civil War, with respect to railways that were built 
west of the Mississippi river. Groups of individuals who saw opportunities to 
exploit the country, and perhaps at the same time to exploit investors, went into 
the field; railways were built with no regard one for the other; and the result 
of that operation was, that hit or miss fashion of doing things, that there was 
loss in capital and in interest; and those losses to the investing public of the 
United States to date reach the colossal sum of three billions of dollars. That 
is an example of what happens unless there is some sort of considered, orderly 
procedure.

Hon. Mr. Euler: Do you refer to investments in railways, Sir Henry?
Sir Henry Thornton : In the United States, I am referring to investments 

in railways; by that I mean in capital stocks and funded debts.
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That is all I have to say, gentlemen; and, as I said before, it is merely sug
gested and does not necessitate any action upon the part of this committee ; but 
I have felt, as one who had at heart the interests of the country, I should make 
that suggestion.

Hon. Mr. Manion : May I ask a question, Mr. Euler, I think, really covered 
it, but I would like to make sure what you have in the back of your head. Your 
suggestion is that a commission of business men should be appointed to look 
into the whole transportation question, not only of the Canadian National Rail
ways but the Canadian Pacific Railway, all the transportation question, in this 
country, including both railways.

Sir Henry Thornton : I think, if I might be so impertinent as to suggest 
the terms of reference to such a committee,—and while I said business men, I 
did not necessarily mean business men alone; I think there should be included 
in such a committee economists, those who can contribute useful thought upon 
the subject. Business men have no monopoly of intelligence.

Hon. Mr. Manion: Those of us who are not business men will agree with
that.

Sir Henry Thornton: One sometimes finds intelligence buried in the halls 
of education, and you sometimes find a lot of intelligence with the track labourer, 
and now and then there happens to be a friend who comes forward and accuses 
railway employees of having intelligence. One never can tell.

To continue with what the Minister has said, I think if anything is done 
the terms of reference should be sufficiently broad to permit a committee of this 
sort to ventilate the whole subject completely, and that they ought to have a 
pretty free hand to go into anything that in their judgment relates to the wel
fare of the country from a transportation point of view.

Mr. Hanson : Would you include in the terms of reference the cost of 
operating railways on this continent?

Sir Henry Thornton: That would have to be within the terms of such a 
reference. I doubt if any such committee could come to any conclusion without 
taking -that into consideration.

The railway transportation problem is born of the fact that we in Canada 
produce in the aggregate the thing which represents our greatest activity in the 
centre of the country, an average of probably two thousand miles awray from 
the port from which that production must move if it is to be sold to the outside 
world ; and our success in Canada is going to depend upon the difference 
between what it costs us to produce and what it costs us to sell ; in other words, 
taken as a business enterprise, the success of our business enterprise, which we 
will call for the moment Canada, depends upon what is the spread between 
our cost of production and the price at which we sell that production to the 
outer world; in other words, the balance of trade.

Mr. Geary: Would you indicate any point toward which that committee 
should direct its efforts?

Sir Henry Thornton: No, Colonel.
Mr. Duff: I would suggest that the Board of Directors of the Canadian 

National Railways should do that instead of appointing a committee.
Mr. Fraser: How about the Canadian Pacific Railways?
Mr. Duff : Oh, I see,—the two railways?
Sir Henry 1 hornton: I would say, Mr. Duff, that I hope there are enough 

individuals in this country wrho would be useful and acceptable members of 
such a committee to perform that service as a patriotic contribution, without 
pay. I wras not for a moment suggesting anything else.

Mr. Hanbury: That is a detail.
Sir Henry Thornton : As Mr. Hanbury says, that is a detail.
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Mr. Hanson : Would you include in your order of reference what the 
activities of that committee should be?

Sir Henry Thornton : No.
Mr. MacMillan: Are the conclusions to which you have arrived due to 

the conditions of the railway?
Sir Henry Thornton : That has obviously been one of the factors.
Mr. MacMillan : That is the prime factor, is it not?
Sir Henry Thornton: I would not say it was the prime factor. As a 

matter of fact we find the Canadian Pacific Railway not in any opulent position 
at the moment. Let me say here, I defy anyone to find any public statement 
which I have made which has been in any way derogatory of the Canadian 
Pacific Railway. As railway men, like lawyers, we may fight a bit in Court, 
but we have some regard for the ethics of our profession, when we come to 
discuss it from a professional point of view, and the officers of the Canadian 
Pacific Railway and the officers of the Canadian National Railways are all 
officers in that profession, and we have a high regard for the ethics which we 
try to maintain.

Mr. MacMillan: I think possibly that men and women all over Canada 
to-day are very much perturbed and upset about the whole fabric—

Sir Henry Thornton: Precisely.
Mr. MacMillan: And that is one of the motives which actuated me—I 

do not want you to misunderstand me.
Sir Henry Thornton: I understand that. After all, every Canadian citi

zen may have his own views with respect to what should be done with this 
or that thing, but at bottom every Canadian citizen has at heart the welfare 
of his country, and if that is not true, the sooner we quit the better.

Mr. Canti.ey: How long do you think this investigation would take, as 
regards time?

Sir Henry Thornton: Well, I should not think it should be an excessive 
length of time. I should think that I cannot conceive, Colonel, that it would 
be certainly any more than—I should say twelve months would certainly be 
the maximum. I should be very surprised, and I am only guessing, your guess 
is just as good and probably better than mine, because you have had more 
experience with the deliberations of commissions and public bodies, so your 
estimate would probably be better than mine.

Mr. Duff: Large bodies always move slowly.
Sir Henry Thornton: You cannot expect a steam roller to move with 

the same agility as a squirrel.
Mr. Cantley : I think it would be difficult to get competent men to spend 

twelve months on the job.
Sir Henry Thornton : I do not imagine for a minute they are going to 

spend eight hours a day every day for twelve months.
Mr. Cantley: Your idea is they report to the government.
Sir Henry Thornton : After all, we have a government, and that govern

ment whether it be one party or another, it is at that time, the government, 
and whether it be Liberal, Conservative, or Progressive—

Mr. Cantley: I am not referring to that.
Sir Henry Thornton : —it is for the time being the leaders of the country, 

and I might say there too, at the same time, it might be well that this com
mittee should consider looking at the transportation on the waterways situation, 
which is a repercussion, or is likely to have a repercussion on the rail transport 
situation.
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Hon. Mr. Euler: The word “ transportation ” will cover that.
Sir Henry Thornton : Yes, that is the reason why that word was chosen.
Hon. Mr. Euler: It will cover truck transportation and bus and every

thing else.
Sir Henry Thornton : If they are going to do it, they might as well do 

the job. When it is done, if it takes a little longer time, when it is done 
it ought to be done and finished, and it ought to be of such a character that 
the people of Canada will have sufficient confidence in the report, and if it is 
adopted say, “ Well now, that is the policy of this country and we are going 
to àick to it

Mr. Hackett: Everything is included in it except the decalogue; I think 
you ought to include that.

Sir Henry Thornton : I have no objection to including an examination 
of the Bible. You will find in the Bible a number of examples of transporta
tion. Noah was perhaps one of the greatest live stock agents the world has 
produced. He built the first ship and he had a keg of whisky in it, too. Here 
is what happened : Noah asked the Lord for two kegs of whisky, and the Lord 
said, “ No, you cannot have two kegs of whisky.” He said, “ Well, I need two 
kegs of whisky, I want to put one on one side of the ship, and one on the other, 
and if I don’t have two the ship will be out of balance.” The Lord said, “ No, 
you only need one keg, and you can put it in the middle.”

Mr. Hanson : I think, Mr. Chairman, the suggestion was a highly con
structive one, and this committee ought to give attention to it. I think we 
ought to go on now with something else.

Sir Henry Thornton : I shall have to ask your apologies for mentioning 
that now. As you know, it was near six o’clock when we adjourned last night, 
and I thought it was better to postpone it until the morning.

The Chairman: The matter can be taken up by the committee alone at 
another time. Let us get on now with the business.

Mr. Cantley: You did not indicate what that general consideration would 
involve.

Sir Henry Thornton : I have no more to say with respect to that, Colonel, 
than I have already said.

Mr. Cantley: A general consideration of the state of transportation 
throughout the Dominion of Canada.

Sir Henry Thornton : Precisely.
I really think I ought to apologize for perhaps a thing that might be 

regarded as almost impertinence, but I have at heart, and we all of us have at 
heart, the welfare of the country, and that is why I venture to make the sug
gestions which I have made.

Mr. MacMillan : That is what we employ you for.
Sir Henry Thornton: I shall try to earn a little bit of my salary.
We have, Mr. Chairman, to consider this morning the Canadian Govern

ment Merchant Marine.
The Chairman: Each of you, I think, has a statement of the Canadian 

National Steamships, which includes the Canadian Government Merchant 
Marine and also the Canadian National West Indies. Anybody that has not 
one of those may get it.

Sir Henry Thornton: Mr. Chairman and gentlemen : The deficit sum 
which has accrued as a deficit for the operation of the Canadian Government 
Merchant Marine, an amount that the government is being asked to contribute 
this year or provide on account of the total estimated deficit, is $588,000. Now,
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annually for.tiw last eight years since the present officers have been in charge 
of the property, we have appeared here and presented a report which has 
always involved a deficit. There has never been a profit- and while we have 
endeavoured to operate those vessels as the agents and trustees for the govern
ment, and have tried to do that as efficiently as po-.-ible. there has each year 
been a substantial deficit.

Hon. Dr. Manion: An operating deficit.
Sir Henry Thornton: An operating deficit. I am not speaking of interest 

on capital which, of course, is considerable.
Hon. Dr. Manion: Or depreciation.
Sir Henry Thornton: Or depreciation. We are all'aware of the circum

stances which led to the formation of the Canadian Government Merchant 
Marine and the ship- which are so represented. I think the time has come 
when some consideration—and I think it was mentioned last year—ought to 
be given to what we are going to do with the Canadian Government Merchant 
Marine. That is to say, whether the deficits which are annually felt are 
measurably met by some form of advantage which the manufacturing and 
marketing agencies of the country experience. I say I think probably the 
existence of the Canadian Government Merchant Marine has been of more 
advantage to the Pacific coast than it may have been to other parts of Canada, 
and I think that advantage has been substantial.

Now, this committee, however, if I may venture the statement, I think 
ought to realize that the time has come when some decision should be made 
as to whether we are to proceed to continue the Canadian Government Merchant 
Marine policy, or if not, what policy is to be adopted. We have from time to 
time each year disposed of at such prices as could be obtained A’essels which 
were not needed for the operation of the Merchant Marine. All of those 
vessels were sold at a very considerable loss. On the other hand, it is only 
fair to remember that when those vessels were built they were built for a specific 
purpose, which was one of the exigencies of the war, and built at a time when 
the cost of building was extremely high. But, at any rate, here is a problem 
of national importance, with which no doubt the committee wish to deal. We 
have operated those vessels simply as agents and trustees of the government, 
and as I said, we have tried to do it as well as we could. Now would you 
like to proceed with an examination of the report in detail?

Mr. Geary: Can you tell us now what course the United States govern
ment adopted in regard to their Merchant Marine?

Sir Henry Thornton: The United States government embarked upon a 
pretty widely flung policy of constructing vessels during the war for war 
purposes. I think they spent a most prodigious sum for that purpose, and 
I have seen not hundreds of ships, but acres of ships near Norfolk in storage, 
so to speak. I should hate to say how many there were. You could not call 
them squadrons, or even convoys, they represented acres.

The Chairman: They extended for miles, not acres.
Hon. Mr. Manion: Going down the Hudson I noticed they were somewhat 

the same.
Sir Henry Thornton : Yes. So that the answer to your question, I should 

say, is that the United States certainly spent hundreds of millions of dollars 
in that adventure, if one may call it such, although they might have been 
justified at that time, because no one knew how long the war was going to last. 
At any rate, the United States government spent hundreds of millions, and has 
lost, I should say, hundreds of millions.

Mr. Geary: My question is directed to this: how did they close the account?
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Sir Henry Thornton : I do not know as to that. I should think what 
they did is. they simply sold their ships for what they could get and wrote it off. 
wrote it off as a bad debt.

Mr. Hackett : Is it not a fact that the United States went off the shipping 
business in as far as operation goes in 1921?

Sir Henry Thornton: I think the 1 nited States did have what is known 
as the United States Lines. For instance, the Leviathan is still running and they 
are very heavily subsidized, Mr. Hackett.

Mr. Hackett: I am not talking about passenger service; I am talking 
about the Merchant Marine and the freight service that was brought into 
existence during the war.

Sir Henry Thornton: I think perhaps Mr. Teakle who is in charge of 
the Canadian Government Merchant Marine can tell you something about that. 
Mr. Teakle, will you tell Mr. Hackett and the committee about that?

Mr. Teakle: When they first started out in their programme, they allotted 
the ships to various operators.

Mr. Geary: Excuse me just a moment, would you stand up, I cannot see 
you?

Mr. Teakle: When the ships were built and turned out from the yards 
the United States government turned the ships over to various operators, with 
certain rights and so on. As time went on they found it rather a very ex
pensive proposition and they endeavoured to sell as many ships as they could. 
As the president has said, the United States Lines is one of the results of that. 
They have given each of the systems very heavy subsidies in mails. Other 
ships they have operated, but they are frying to dispose of as many of their 
ships as they possibly can.

Hon. Mr. Euler: Including passenger boats?
Mr. Teakle: I do not say anything about passenger boats.
Hon. Mr. Euler: Are they trying to sell those boats? *
Mr. Teakle: The United States Lines took over some.
Mr. Hackett: This is a different service.
Hon. Mr. Euler: I think the United States has abandoned the shipping 

business—
Mr. Hackett: My question is, is it not a fact that the United States 

abandoned the carriage of freight as a business in 1921? I know that they are 
operating the line in competition with British and German mail carrying ships.

Mr. Teakle: That is true in principle, but they have got around it in 
another way by taking care of the operators. They give heavy subsidies for 
the carriage of mails.

Mr. Duff: Another reason in addition to that is they had a large number 
of privately owned ships in the United States, which we did not have.

Sir Henry Thornton: Yes.
Mr. Duff : A large number of privately owned ships to do the bu^noss.
Sir Henry Thornton: Yes.
Mr. Hanson: Coming back to the subject immediately under consider

ation, I should like the committee to turn to the income account of the year 
ending 31st December, 1930 and 1929, and look those figures over. You will 
find on page 8 the operating revenue for 1930 was $5,164,903.11 ; in 1929 it was 
$8,371,444.23. The operating expenses for 1930 were $5,999,114; in 1929 the 
operating expenses were $9,250,348.44, leaving a defiicit of $834,210.89 in 1930, 
and $878,907.21 in 1929, including other charges, the net income deficit in 1930 
was $5,844,757.39, and in 1929, $5,928,758.83. If you will turn to the Con-
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solidated Balance sheet on page 7, you will observe that the profit and loss 
account for this company shows a deficit during those years of over $57,000,000. 
I think that those figures, especially the latter figure, tells its story to this com
mittee, and apropos to Sir Henry’s suggestion that we should make some recom
mendation, I have in mind a very definite recommendation to make, and that 
is that this country should get out of the shipping business as such, take our 
loss, sell the ships, and leave the operation of those mercantile rights to 
private enterprise. If you will follow the history of the routes you will 
observe route after route has been attempted without success, with the possible 
exception of some of the Pacific coast, to which reference has been made, route 
after route has been abandoned. But the whole story is one long story of oper
ating losses; and I do think that this country, irrespective of the history of 
the project, should drop those lines, and go out of the business, especially at 
this time when private enterprise is finding it so hard to compete against gov
ernment enterprise. Take for instance the South African route. You main
tained a line, I understand, to South Africa,—

An Hon. Member: Not South Africa, South America.
Mr. Hanson : Have you ever been in the South African business?
Sir Henry Thornton: No; you probably mean South America.
Mr. Hanson: I know about South America. I understood that you had at 

one time two sailings out of the city of Saint John for South Africa.
Sir Henry Thornton: Mr. Teakle says no.
Mr. Cantlf.y: Australia and New Zealand.
Mr. Hanson: Take them. Perhaps I am not well informed as to what the 

routes are. I think this committee should give serious consideration to making 
a recommendation that these boats should be laid up and sold for whatever they 
will bring, and that this country should get out of the steamship business in so 
far as it relates to the Canadian Government Merchant Marine.

Hon. Mr. Euler : May I ask a question in connection with that? Would 
the abandonment of these services and the selling of these vessels have any 
prejudicial effect on your railway freight business?

Sir Henry Thornton: Well, some. I can give you a little information on 
that. While it is being looked up I should like to say this, which is prompted 
by what Mr. Hanson has said. We have from time to time abandoned routes 
which we find to be exceedingly unprofitable. In other words, when we found a 
route or certain voyages which were unprofitable and there was no detriment in 
our judgment to the interest of Canada, we have withdrawn from that field 
because we felt that that was the intelligent thing to do.

Hon. Dr. Manion : May I ask. Sir Henry, in regard to Mr. Euler’s question, 
to carry it a little further, would you make the general statement that the 
steamship business has not given you sufficient traffic indirectly on the railways 
to make up for the loss on the steamships? That is really what you meant, 
Mr. Euler?

Hon. Mr. Euler: Yes.
Mr. Hackett: Mr. Chairman,—
Sir Henry Thornton : Just a second, if let me answer these questions, 

let me get a swat at one ball- before you pitch the second one. In respect to inter 
postal service, that is to say, service which runs between Halifax and Vancouver 
through the Panama Canal, the total gross earnings accruing to the Canadian 
National Railway as a result of the existence of the Canadian Government 
Merchant Marine, is $600,000.

Hon. Mr. Euler: It does not amount to a hill of beans compared with the
loss.
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Mr. Hackett: Should you not have added to that loss the deficit of two and 
a half millions on the Canada West Indies Steamship line?

Mr. Cantley: That is a different service altogether.
Mr. Hackett: I understand it is a different seerviee. We are dealing, as I 

understand it, with whether or not the government should continue in Maritime 
transportation.

Mr. Cantley: No, that is not the question.
Mr. Hanson : That is not the point.
Sir Henry Thornton : We are discussing now what is known as the Cana

dian Government Merchant Marine, which excludes the West Indies service. 
That is a sendee which came into being as a result of a treaty that was executed 
between the government of Canada and the British West Indies themselves.

The Chairman: To get rid of Mr. Hackett, and in reference to Mr. 
Hackett’s remark, I would say this, that we can discuss as a committee without 
reference to the officers of the railroad, any matter of policy, or anything of 
that kind between ourselves. What we want to do here is to get out the facts.

Mr. Hanson : I would like to ask a further question. In regard to the 
profit and loss deficit of something over $57,000,000 shown on page 7, is it not 
true that that does not tell the whole story of the losses ; that in addition to that 
as you sold the ships you wrote off, and properly so, I am not criticizing what 
has been done—you wrote off the complete loss of the ship, the difference 
between what it cost and what you got for the ship, and that does not appear in 
this statement.

Sir Henry Thornton: What is the answer to that, Mr. McLaren?
Mr. McLaren : In reply to Mr. Hanson, I would put it this way, the profit 

and loss of $57,640,000 odd, is mostly made up of depreciation of $17,700,000 
odd and interest due the government on $28,400,000 odd. When a ship is sold 
the practice is to cancel the notes that are outstanding for the ship, it reduces 
that account, and reduces our investment account as well as adjusting the 
depreciation and the interest account.

Mr. Hanson : Seventeen millions, twenty-eight millions, and fifty-seven 
millions make one hundred and two million dollars, so that the losses to date so 
far as it has gone has been $112,000,000.

Mr. McLaren : No.
The Chairman: No.
Mr. McLaren : About $11,000,000.
The Chairman: It does not mean that at all. The difference between 

that and the $57,000,000 leaves the actual loss in operation, besides interest 
and depreciation.

Hon. Mr. Eller: What figure are you carrying the boats under?
Mr. McLaren: The boats now are carried at $45,500,000 odd.
Hon. Mr. Euler: Is that at cost less depreciation written off?
Mr. McLaren : No, that is the cost from the government.
Hon. Dr. Manion: From the government, the original cost was about 

$80,000,000 or $90,000,000.
Mr. McLaren: The original cost is $45,000,000 as of the remaining ships.
Hon. Mr. Euler: That is the cost of these boats in the first place.
Mr. McLaren : Yes.
Hon. Mr. Euler: Less depreciation?
Mr. McLaren: No, not less depreciation. Depreciation is carried on the 

liability side.
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Hon. Mr. Evler: Would you say that the depreciation that you have writ
ten off from year to year would bring the value of your boats around the real 
value?

Sir Henry Thornton: No, nothing like it.
Hon. I)r. Maxiox : The original cost was S90.000.000. I have the figures 

here. The original cost of the whole was around $90.000,000.
Hon. Mr. Evi.er: Is it now on the books?
Hon. Dr. Maxiox: I cannot give that.
The Chairman: $46,000,000.
Hon. Dr. Maxiox: There is a difference of $44.000.000 right there, and 

that would be in addition. I presume to the $57,000,000 profit and loss account. 
1- not that right, Mr. McLaren? What has happened to the $90.000.000 original 
cost of the .-hips? I am just trying to get it clear. These are official figures. 
The original cost was around $90,000,000 in round figures, the capital account. 
Now, the present capital account is $46,000.000. There is a difference of $44,- 
000,000 there.

Mr. Hanson: Where has it gone?
Hon. Dr. Maxiox : The bouts cost $90.000,000, and it is estimated that 

they are worth $44.000.000 to-day, but perhaps a good deal less. That is the 
capital account.

Mr. Hanson: I saw a statement some place that $44,000.000.
Hon. Dr. Maxiox: That is what I am trying to get at.
Mr. (if \ry: When you >ell a ship you charge the investment account with

the cost of the ship.
Sir Henry Thornton : Mr. McLaren, I think it was Mr. Hanson’s ques

tion, when a ship is sold that -hip gives us so much money, which has invariably 
been les- than cost. What happens to the difference; is it written off?

Mr. McLaren : Let me put it this way. When you set this ship out in 
your investment account, it i> turned over to the steamship company, you get 
a note for it, in other words, you have the same amount in the investment 
account a- you do in the liability account in notes payable. Now, when the 
boat was sold that note was cancelled and likewise your investment was can
celled and the money received for the sale of the boat was turned over to the 
government.

. Hon. Dr. Max ion: What they are trying to get at and what I am trying 
to get at is this; there has been a loss on depreciation, there has been a loss on 
interest, there has been a loss on deficit. Then, in addition to that there has 
been a loss between the original cost of ninety millions and the present valuation 
of the boats. Is that added together?

Hon. Mr. Evler : What I want to get at is this: the Minister said a moment 
ago that the boats cost in the neighbourhood of ninety million dollars. Now, in 
the first place, were they handed over to the steamship company, at that figure, 
and if not at that figure, at what figure were they handed over, and how are they 
carried on the books and what arc those boats worth?

Hon. Dr. Man ion : May I just suggest this, that as Mr. McLaren appears 
to be puzzled, we should give him time to figure it out and get the facts absolutely 
correct so we will not get the wrong view.

Sir Henry Thornton : If Mr. Roberts of the Finance Department is here, 
he could give a complete explanation of this matter, as between the government 
and the company.

Hon. Dr. Maxiox: Yes, he can.
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Mr. Roberts: I have not the figures with me, but I think I can clear the 
matter up. The cost of these boats, as Dr. Manion said, was roughly $90,000,000.

I have not the exact figures and I am just giving the rough figures. The 
cost was charged partly to the war appropriation, and partly to our capital 
expenditures at the time. You can see the factors and that that represents a total 
loss of about $43,000,000 to the government, because these boats represent a 
total loss now.

Since the boats were built, the government has paid out, leaving out interest 
on the original investment and leaving out depreciation on the boats, I think 
fourteen or fifteen million dollars—is that the figure?

Mr. Fraser: About twelve million dollars.
Mr. Hanbury: About eleven millions.
Mr. Roberts: That amount we have paid out and it represents cash losses, 

apart from depreciation and so on. Adding to that the value of the money from 
the time it has been paid out, you have really an estimate of the cost of main
taining the merchant marine; the item to which Mr. Hanson refers, $57,000,000, 
does not represent a total book loss because in that time some thirty-five ships 
have been lost or sold, and as they have been sold or taken out, the amount they 
represented has been just thrown- out of the books. So that what you have here 
now is the loss represented by the fleet which we have to-day.

Mr. McGibbox: Do I understand you to say that that represents the Mer
chant Marine?

Mr. Roberts : All the boats were put in the merchant marine at the cost of 
the government.

Mr. Geary: $46,000,000 represents the thirty ships which you have there 
and has nothing to do with the ships which are gone?

Mr. Robertson : No.
Mr. Geary: XX hen you sell them for $12,000,000, you charge the account 

with that $12,000,000?
Mr. Robertson : When they are no longer a liability, they are taken out 

of the books.
Mr. Hanson : Would it not be a -impie way of getting at the los- if you 

took the cost of the boats and added to that the interest which has been paid and 
the losses year by year which the government has had to make up?

Hon. Mr. Max ion: Plu- the losse- on those which have been sold and 
which are not in this account at all.

Mr. Hanson : If you take the original cost and what you have now, the 
difference must be the loss.

Hon. Mr. Maxiox : That i- why I think Mr. MacLaren could make up a 
statement which he can put on the record here, giving it properly for us.

111ere was a question which I a-ked you, Sir Henry, some time ago in the 
melee which was going on and you did not get it. I would like if po-sible to get 
an answer to it. Do you consider that there is anything like sufficient freight 
coming to the railway- indirectly through the steamships to make up the lo--es 
on the steamships?

Sir Henry Thornton: No, I do not.
Hon. Mr. Manion: Nor did I, and I thought you would agree with me.
Mr. Bell: Hi at i- the twelfth annual report of the merchant marine since 

it- inception, and this figure which Mr. Hanson has referred to, the $57.000,000 
lo", could we have a statement as to whether we are losing more each year or 
what i- the condition of the merchant marine year by year?
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Sir Henry Thornton : Our loss this year was a little less than last year. 
It has fluctuated up and down. Of course these boats are becoming less and less 
efficient; they are also becoming less and less efficient for comparative purposes, 
because newer and more modern types of vessels are coming into the field, motor 
boats, oil burners.

There has been the same progress in marine engineering that there has 
been made in other branches of engineering, and each year these vessels find 
themselves in a more disadvantageous competitive condition than they were the 
previous year, because newer, faster and more economical and more efficient ves
sels are being built and entering the field of water transport.

We have been able to do practically nothing with this merchant marine 
fleet. It stands to-day just about what it was when it was built, less deprecia
tion; but do not forget that there has been a very material advance in the 
efficiency of ocean transport since the war, and against which we have had to 
struggle with quite inadequate weapons.

Mr. Bell: In other words, if we keep the merchant marine, we will have 
to build new vessels?

Sir Henry Thornton: My idea is that we should either go into the mer
chant marine business with effective weapons or get out of it. To go on as we 
are doing now is folly.

Mr. Euler: We are now getting out of it.
Sir Henry Thornton: We are gradually being massaged out of it with 

a loss each year. Now we have to make up our minds which we are going 
to do, either one way or the other.

Mr. McGibbon : Which do you recommend?
Sir Henry Thornton: I recommend that we get out of it.
Mr. Cantley: What would happen with the business that these steamers 

now have on the different routes?
Sir Henry Thornton : We have largely used our vessels for trade explora

tion purposes. For instance, we established a service between Maritime ports 
and South American ports as an adventure, merely to see if there was any 
trade of sizable proportions between Canada and South America ; and while 
we have not made any money on that service, the results were surprisingly 
encouraging. There is undoubtedly a field for trade between Canada and South 
American countries ; but we are not going to be able to do much with that trade 
with the kind of implements we are working with. All I can say is that with 
what we had we have made an exploration and it looks promising; but if we 
are going into that with any degree of efficiency or satisfaction, it cannot be 
done with the weapons we are now using.

As a matter of fact, I might say, generally speaking, there is a very large 
field, I think, for Canadian trade in South America, and I think it is a field 
which, in the interests of the country, although it has nothing whatever to do 
with this, which the manufacturers of Canada are fully justified in exploring ; 
and I think they will find it profitable for the very simple reson that South 
America, and I include in that Mexico, would rather trade with Canada than 
with Europe or with the United, States.

We are in a peculiar position with the South American countries, including 
Mexico, but we are the friends of all and the enemies of none. No one attributes 
to Canada any territorial desires or acquisitiveness. We have not offended any
body. We occupy an extraordinarily unique position with respect to South 
American trade ; and only a few days ago I had an intimation from the Min
ister of Finance of Mexico that they wanted to a reciprocal trade treaty with 
Canada. They want to trade with Canada because they know we covet nothing 
territorial which Mexico possesses.
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Hon. Mr. Manion : I might say that Sir Henry brought that matter of 
trade with Mexico to the attention of the Department, and the Department of 
Trade and Commerce has been looking into it for some time.

Sir Hen ry Thornton : We have two unexplored fields which, I think, will 
ultimately prove very profitable to Canada, South America and the Orient. I 
think that could be left to private initiative.

Mr. Duff: If you tied up those boats or sold them, could you make 
arrangements with private steamship lines to carry on the business which you 
have worked up, for the railway?

Sir Henry Thornton : We could perhaps arrive at some sort of an under
standing, but our trouble is that we have on hand this Canadian Merchant 
Marine and have no mandate to let go of it; and, as some of the members of 
this committee have expressed it, the time has arrived when we have to deter
mine what we should do.

Mr. Fraser: It seems to resolve into subsidies—have you anything else?
Sir Henry Thornton: Not necessarily.
Hon. Mr. Manion : There are quite a number of lines which run into 

Canada without subsidies.
Mr. Geary: After you take out those boats—you have a balance of two 

or three million dollars—what would be the loss if you wound up the whole 
show to-day?

Hon. Mr. Manion : The vessels which have been sold, according to my 
recollection, have brought in the neighbourhood a little better than five per cent 
of the original cost. I may be a little low, but I mention that for the informa
tion of the committee.

Sir Henry Thornton : I cannot give Colonel Geary the answer right off 
the bat.

Mr. Hanson: Would it not be far cheaper for this country at this moment 
to lay up these ships than to operate them?

Sir Henry Thornton: I think it probably would, Mr. Hanson.
Mr. Hanson: My information is that private enterprise will take over the 

routes, and that ships are available to do it. Have you any information on 
that point?

Sir Henry Thornton: I want to give the answer to Colonel Geary’s 
question. This is what would happen if we wound up the whole show to-day, 
liquidated it. It would result in our acquiring about $10,000,000 for the whole 
bag of tricks, that includes ships, and we have an insurance fund of about 
$3,500,000, and we have working capital of about $1,615,000.

Mr. Han bury : What are the ships worth, Sir Henry?
Mr. Duff: Ten dollars a ton, if they only bring 5 per cent.
The Chairman: I suggest that any member of the committee can make 

as good a guess about the value of those ships as Sir Henry can give.
Sir Henry Thornton : If we sold these ships, they ought to be worth 

about two and a half millions. If we sold the ships we might get about 
$2,500,000 for them. It is not an easy thing to sell these ships, because they 
are not modern vessels. Some of these ships would go into illicit trades, which 
do not interest us.

Hon. Mr. Manion : Mr. Hanson asked a question in regard to private 
interests offering to take over these ships. May I say for the information of 
the committee that I was waited upon in the last few days by people who 
claimed that they could look after the trade? They were responsible ship
ping people.

30524-2
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Mr. Hanson : Would they do that without subsidies?
Hon. Mr. Manion: Yes, I should think so. Many of the steamship lines 

coming into Canada to-day are not getting subsidies. Without giving the name 
of the line or the port, the Canadian National Railway was paying a subsidy 
on a certain line coming into a certain port in Canada, and Sir Henry dis
cussed with me about cutting off the subsidy ; he told me that they had esti
mated that the subsidy the Canadian National Railways was paying to this 
line was an absolute loss ; and it was said that if we advertised that we were 
cutting off this subsidy we would have all sorts of protests ; so Sir Henry and 
I decided that the subsidy be cut off without saying anything about it, and 
see what happened. The subsidy was cut off and nothing has been said 
about it and the steamships are still running.

Mr. Power: You will hear from them later.
Mr. Caxtley: What was the tonnage of the Canadian Trooper, which was 

sold? It is on page 9.
Sir Henry Thornton: Have you got that information, Mr. Teakle?
Mr. Teakle: 4,540.
Mr. Power: I do not know whether this question has been asked or not: 

Do the Canadian National Steamships receive subsidies from the Canadian 
Government on certain lines?

Sir Henry Thornton: On the South American line we receive subsidies.
Mr. Power: That is what interested me. I do not know whether that has 

been brought up or not, but I have lengthy correspondence from one of the 
lumber merchants in Eastern Canada, the pine men principally, protesting against 
the payment of a subsidy to the Canadian National Steamships, which subsidies 
permit this line to put British Columbia timber into Eastern Canadian ports 
cheaper than they can produce it.

Mr H xnbvry: That is not the Canadian National but the Canadian 
Transport Company.

Mr. Manion: The statement has been made, both publicly and privately, 
on a number of occasions to me, that the overhead cost of management of the 
Canadian National Steamships was very much too high ; extraordinarily large 
estimates of excess costs were made to me at different times. In looking over 
this report I have underlined what I would take in a general way to be over
head costs, management and office salaries, travelling expenses, printing and 
stationery, advertising, office supplies and expenses—those are in a general way 
what I would take to be overhead costs. I would like you to discuss with the 
committee for a moment what you consider management costs should be and 
how you consider this compares with what other steamship lines pay for those 
costs?

Mr. Teakle: Although at one time with the Allan’s as far a> the other 
lines are concerned, of course we do not have any access to their records; and 
as far as our merchant marine is concerned, we have held our expenses to the 
very minimum that we could possibly go.

1 think I am safe in saying that, so far as salaries are concerned, they can
not in any way be considered exorbitant.

I might further say, in reply to the Minister, that we have at the present 
time in view a reduction due to the laying up of vessels and curtailment of ser
vice, possibly a fairly good reduction in salaries, which I have not yet been 
able to convey to the President.

As a result of my trip to Australia and New Zealand, to which the Presi
dent sent me, we have been able to make substantial reductions which will bo 
apparent in 1931. And I went out to the Coast and went into that sort of thing
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as well. In times of depression like this, one has to go out everywhere to try 
and get business; and while our gross revenue may not appear commensurate 
with our expenses, .we have had to keep an organization intact in the hope that 
conditions would improve.

I can truthfully say 1 have never figured out what the actual percentage 
would be, but I can arrive at that if the Minister would like it.

Hon. Mr. Manion: I had a statement given to me by yourself or your 
officers some time ago, I think the statement was given me by my Deputy a 
month or more ago. I must confess that, without knowing anything about the 
running of steamships, the percentage which was worked out did strike me as 
being very heavy. However, I do not pretend to be a judge at all on that and 
I may be entirely wrong. That is why I asked if you could give the committee 
about the proper percentage which might be charged to overhead.

Sir Henry Thornton: Mr. Fairweather has this worked out here, and the 
percentage of overhead is 7 per cent.

Mr. Fairweather: That includes the items which you have mentioned.
Hon. Mr. Manion: This is the Canadian Government Merchant Marine; 

and then if you take the Canadian Government West Indies, it is the same staff, 
is it not?

Sir Henry Thornton : Yes.
Hon. Mr. Manion : It is rather complicated, but it seem- to me you have 

to add the expenses together.
Mr. Fairweather: The percentage would be the same.
Sir Henry Thornton : Might I point out to the committee and the Min

ister that sometimes it costs as much or more to run an inefficient as an 
efficient machine. There is no good denying it, from a shipping point of view' 
we have not an efficient machine; it is not a modern machine. The boats were 
built many years ago, and built under the stress of war.

Mr. Power: You told us seven or eight years ago that you did not know 
what these boats were built for.

Sir Henry Thornton: When?
Mr. Power: Seven or eight years ago you said to the committee that 

you did not know' what these boats were built for; that when it was a question 
of carrying cattle, they were not cattle boats; if it was a question of carrying 
grain, they were not grain boats'

Sir Henry Thornton: I compliment you upon your memory. That is 
seven or eight years ago. These boats were built before and during the war, 
and since then the Government has tried to make the best use of them that 
they could. In the lapse of those seven years since the vessels were built, they 
have become less and less modern, and the fact is that today, and there is 
no use denying it, they are not modern and efficient boats. That is not a critic
ism of anybody, because no one could help that. We find that every steamship 
company is building newer and more modern boats; and you would build a more 
efficient boat today than you did fifteen years ago.

The Chairman : This committee, if I remember, was advised some time 
ago by Mr. Duff and others who knew about shipping to get out of this busi
ness because otherwise we would lose our shirt.

Mr. Power: Mr. Duff said at one time that they were only good for boot
legging.

Mr. Fraser: What does he know about boot-legging?
Hon. Mr. EulerThe purpose for which these boats were built no longer 

exists. They were built for war purposes. Let that go. It is perfectly evident 
that we are losing large sums of money and are getting nothing in return.

30524—2}
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It has been stated and correctly so that if you are going to carry on this 
service you have to build more boats. As it is now the business is gradually 
dying. It is a question of whether we will have a slow or quick death. I have 
not heard a word from any member of the committee in favour of continuing 
these services, and the President, Sir Henry, is in favour of abandoning the whole 
thing. I would like to ask him his opinion as to when and how quickly this 
can be done.

Mr. H.vnbvry: Before Sir Henry answers that question, I think we have 
not taken into consideration the reason for operating this service at all. As I 
understand it, the reason this service is being operated is for the purpose of 
developing trade for Canada. We have not had one figure given us yet as to 
what trade has been developed for Canada.

Mr. Power: As I understand it, the whole point is that the boats are so 
inefficient that you cannot develop trade with them.

Sir Henry Thornton: That is going too far.
Mr. Hanson: I understand that the railway benefits about $600,000 from 

the freight.
Sir Henry Thornton: Take the export business to South America in 

the year 1930. We carried 21,436 tons from which a revenue accrued to the 
Canadian National Railways of $113,000. That is just to South America.

Mr. Hanson: Now the Pacific Coast.
Mr. Hanbury: What is the value of those commodities to Canada? We 

have not got that information.
Sir Henry Thornton: Perhaps this will throw some light upon it, the 

freight earnings which accrued to' the Railway Company because of the follow
ing services are represented by the amounts that I will give you:

Australia........................................................................ $208,000
New Zealand................................................................. 223,000
South America.............................................................. 113,000

That is only from the exports. Now the imports—
Mr. Duff : That is $516,000 of exports.
Sir Henry Thornton: Australia $41,000; the Far East, $5,000. The 

whole thing runs up to about the figure which has been given you of about 
$600,000.

Mr. Hanson: Will you give us the sort of imports from South America.
Hon. Mr. Manion: That is the gross returns, of course.
Sir Henry Thornton: The imports from South America are mosrtly corn 

and linseed, which mostly goes into elevators, and we cannot trace it from that. 
We do not know whether we get it or the Canadian Pacific Railway gets it.

Hon. Mr. Manion: Two minutes ago Sir Henry was speaking of the 
business men, and he admitted that business men did not have all the brains. 
I was a member of the House of Commons when this whole steamship business 
went into being, and the whole thing was done upon the recommendation of 
one big business man in this country, and it was opposed by most of the back 
benchers in the House.

Mr. Power: We sat up all night then.
Mr. Hanbury: But some of those back benchers are not now back 

benchers.
Mr. Hanson: If you go back previously to 1917, you will recall that Mr. 

Pugsley was the sponsor of this idea.
Hon. Mr. Manion: I cannot go back that far.
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The Chairman : Mr. Euler asked a question. Would you repeat your 
question, please?

Mr. Euler : I was trying to find out if this Committee determined that the 
thing should be discontinued, how soon could it be done,—in twelve months?

Sir Henry Thornton : You might say twelve months, although I am 
not at all sure that all the ships could be sold in twelve months.

Mr. Hanbury: You could sink them, though.
Sir Henry Thornton: Yes, they might be sunk. We might insure them 

in some outside agency and then send them up to Hudson Bay.
Mr. Gray: How many are laid up now?
Sir Henry Thornton : Sixteen are operating and thirteen laid up.
Mr. Power: Have you any commitments which would prevent you from 

laying them up right away?
Mr. Teakle: This has rather been my baby—if the Chairman and the 

Minister will permit me to say a few words, as a steamship man—not that I 
am afraid of my job.

Sir Henry has stated correctly that we have been working with obsolete 
tonnage. I give great credit to the Canadian Yards for the way in which they 
built the ships ; they were well built and well found ; and I am very pround 
of the deck officers and engineers of the Canadian Government Merchant Marine. 
But the President and ourselves have been up against an impossible task from 
the beginning.

It is only in the last two or three weeks that I have been trying to assist 
in the carriage of cattle. The ships are not suitable for the shipment of cattle, 
and the best we can do is to go out and help the Department of the Govern
ment to find space.

Referring to Australia, if we were to take that service off, I doubt whether 
we could get a company to take it up. We have joint Australian and New 
Zealand services, and by reducing the sailings from twenty-six to fourteen I 
think we may do something with them.

In South America we are pioneers, and I can confirm everything the Presi
dent has said as to the possibility of trade. We have just had a goodwill ship 
and a goodwill party go down there. What would be the effect if we took that 
service off, I am not competent to say.

When I was out at Vancouver in April, talking to some of the gentlemen 
out there, they said, that service must continue. We could tidy everything up, 
I suppose, in three months,—I do not know' w'hat our commitments are,—and we 
could eventually liquidate it in a year or a year and a half. Having no fear, about 
my job at all—I suppose something else would be provided for me—I think it 
would be a mistake until we get somebody to take up the routes we have got in 
order to preserve Canadian trade.

Mr. Hanson : You think it cannot be done precipitately.
Mr. Teakle: No, as I have said, at the present time wre have cither to go 

out of the business or get new ships.
Mr. McGibbon: Haven’t you now enough experience in the business?
Mr Teakle: We cannot compete against the faster liners.
Mr. Gray: The thing he says is that he does not want to see the trade 

routes dropped.
Sir Henry Thornton: I assume, when we speak of going out qf the busi

ness, that we are going to do it with some exhibition of judgment.
Hon Mr. Man ion: This is a recommendation to the Government, and I 

have thoroughly enjoyed the discussion. I just mention that in the end it will
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have to be up to the Government to decide on the policy, and the Government 
would have to look into the trade with other countries.

Mr. Power: We could not and we should not make a recommendation that 
this business should be closed up right away. Wre would at least have to leave 
that to the discretion of the government.

Hon. Mr. Man ion: If you make any recommendation along that line, it 
should be that the government should consider it.

Mr. IIackett: Do you suggest, Sir Hcnrv, that we should get out of the 
West Indies?

Sir Henry Thornton: That is a treaty obligation.
Mr. Han bury: Of the over, head expenses of operating the Canadian 

Government Merchant Marine, would any proportion of those expenses be put 
on the Canadian National Railways, if that were done away with?

Sir Henry Thornton: No, it would not be a transfer of obligation. If 
we went out of the business it would not involve an increased expense to the 
Canadian National Railways.

Mr. Hanbuhy: There is no proportion of the expenses of the offices in those 
countries which would fall upon the Canadian National Railways.

Mr. Teakle: In New Zealand and Australia we have our own offices, 
reorganized during my trip down there. We have agents in the West Indies 
Island- and other countries. With our West Indian representatives, I consider 
we have a very good agreement; we pay them on a certain basis and I think 
Mr. Duff is familiar with that.

Mr. Duff: What do you pay them?
Mr. Teakle: I would not want to give that in public ; I would rather give 

that in private. I flatter myself that we made a fairly good deal. With the 
approval of the Chairman, I would not mind telling you.

Mr. Duff: If it is less than two and one-half per cent, it is good.
Mr. Teakle: I can assure you it is.
I would like to go on with what I was saying. Going to Australia and New7 

Zealand, we found that the service which we were operating at that time could 
not take care of all the business, and we were approached by business men to 
come in and assist. At the time the Dominion of Canada was paying subsidies 
of $140,000 a year for the monthly service to Australia and New Zealand, and 
those ships did not come back to Canada, and we brought the ships back to 
Canada and Canada immediately and promptlv cleaned out that subsidv of 
$140,000.

As to South America—I cannot say as clearly and distinctly as to Australia 
—I think there was a line which was getting a subsidy, but I cannot say that 
we are giving an absolutely definite service to and from South America once a
month.

Mr. Hanson : I would like to ask a question as to the coastal service. I 
think you said that thè Canada West Coast interest had assured you that they 
thought that service ought to go on. May I sav to you that the East Coast 
service are as definitely against that as the West Coast are in favour of it. You 
carry freight and you come definitelv in conflict with the Eastern timber mar
kets.

Mr. Teakle: At one time I served in Saint John. New Brunswick, and at 
that time you could get almost any quantity of spruce lumber. At the present 
time it is not possible to get that.

Mr. Hanson : I think Mr. Snowden prefers to trade with the Bosphorus.
Mr. Power: I think Mr. Hanson’s objection is that you are dumping West 

Coast lumber into the East Coast market.
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Mr. Hanbury: In response to Mr. Hanson’s objection about the dumping 
of Western Canada lumber into Eastern Canada, I would say that if the t ana- 
dian Merchant Marine does withdraw that service, there are private interests 
which will offer the same service from the West Coast to the Maritimes.

Mr. Hanson : All right, but we should not put on a service by the Canadian 
Government which will go into competition with the men who are the best cus
tomers of the Canadian National Railways in Eastern Canada. The firm of 
which I am speaking ships 25,000 carloads on the Canadian National Railways. 
That firm’s business is nearly all on the Canadian National Railways, and they 
object to this competition.

Mr. McGibbon : What is the present loss on this service?
Mr. Teakle: $97,627. Last year there was a loss of $97,627.74.
Mr. McGibbon : That was poor business.
Sir Henry Thornton : The answer to your question is the figure which was 

given, an operating loss of practically $97,000. There is no subsidy on the inter
coastal service.

Hon. Mr. Manion : Not according to the figures which we have here, which 
show a profit of $79,000. I think that is correct.

Sir Henry Thornton: We want to know what the operating profit or loss 
was on the intercoastal service last year.

Mr. Teakle: That was last year, but the previous year, that is 1929, the 
profit was $164,854.70.

Mr. Smart : This figure here gives $224,000.
Hon. Mr. Manion: These are figures prepared by your own organization.
Mr. Fairweather : They are marked approximate, as the books were not 

closed at that time.
Hon. Mr. Manion : That is a very vast difference.
Sir Henry Thornton: I think those figures should have close examination.
Hon. Mr. Manion : I brought it up because of the difference in the figures. 

Last year they showed a profit of $224,000. That for 1929 is actual.
Mr. Hanbury : I think that is correct.
Sir Henry Thornton: I think we have got mixed up on those figures some

where.
Hon. Mr. Manion : What do you say was the profit in 1929, Mr. McLaren?
Mr. McLaren: Apparently the difference between the $79,000 profit and 

the loss of $97,000—that $79,000 does not include the overhaul expense and the 
lay-up expense.

Hon. Mr. Manion: That is alright for 1930, but what about 1929?
Sir Henry Thornton : We have an operating profit for 1929 to $224,000.
Mr. McLaren: $164,000. The difference must be, as I stated before, the 

voyage profit, not taking in the lay-up expense or the overhaul. I do not know 
why those figures were given.

Hon.' Mr. Manion: This says earnings and disbursements, and Sir Henry 
has the same figures.

Mr. Hanbury: I think it is very important, Mr. Chairman, that we should 
have those figures correctly.

Sir Henry Thornton: We will have to have these figures examined. Dr. 
Manion wants to know what is the operating profit or loss of the coastal service 
in years 1929 and 1930. Now, we want that answered.

Mr. Fraser: And the tonnages too.
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Mr. H an bub y: Following up the question about the intercoastal service, 
I would like to ask if the operation of that intercoastal line does not affect the 
freight revenues of the railway itself, because there will always be a certain 
amount of heavy timber brought into Eastern Canada; would you not by this 
lose the revenue which the railway would otherwise get?

Mr. Teakle: May I answer that, Mr Chairman, by stating that before we 
went into the intercoastal sen-ice, we had a meeting in the Traffic Vice Presidents’ 
office of the Canadian National Railways, at which were present two officers of 
the Canadian Pacific Railway and Mr. Walsh, the General Manager of the 
Canadian Manufacturers, and our Traffic Manager, Mr. Dalrymple. Mr. Wood 
and myself ; and the whole thing was thrashed out and the railways came to the 
conclusion that as the Panama Canal was then open for traffic, steamer traffic 
would come through it and they might as well face it and try to get a company 
which would work harmoniously with the railways and try to work successfully. 
The railways thought that through the Panama Canal steamer traffic would 
come around.

Sir Henry Thornton: We realize that the opening of the Panama Canal 
would establish freight competition between the Pacific and the Atlantic Coasts, 
and our idea was that if we were to experience that competition it would be 
better to maintain it with our own transportation than to have an outside com
petitor come in and do as he chose.

Mr. Fraser: Has any business developed from the East to the West? 
Have you return cargoes?

Sir Henry Thornton: Yes, the business has become comparatively satis
factory.

Mr. Power: What does the business comprise?
Mr. Teakle: It comprises everything from a needle to an anchor. I con

sider Saint John a sort of a second home of mine, and the men from Quebec 
and the West have been very sympathetic to this service, and we have on 
record in the office at Montreal information to the effect that by putting this 
service on they have been able to send traffic around in competition with the 
American manufacturers. I would like to come back to the question of lumber. 
The point arises in my own mind—and I am not a lumber man, but we get 
roughly the large cuts of British Columbia fir, and it has always been told me 
that if we did not bring in British Columbia fir we had not anything to measure 
up in the East and it would result in United States pine coming into Canada. 
We with this service have done our very best to look after Canadian interest, 
so that we got British Columbia fir into Eastern Canada as far as we could.

Sir Henry Thornton: In other words, what you did was that you kept 
out of Eastern Canada American lumber and introduced British Columbia 
lumber?

Mr. Teakle: Yes, sir.
Mr. Power: I think a distinction has to be made there, that a certain class 

of British Columbia square timber is absolutely necessary for the construction 
of wharves and so on in Eastern Canada, but the objection taken by Eastern 
Canada lumber men is that you have been taking cargoes of lumber which com
pete with their spruce.

Mr. Hanson : Yes, that they have been subsidizing a service which hurts 
the Eastern Canada lumbermen’s trade.

Mr. Hanbury: At the present time the Canadian Government Merchant 
Marine is operating a stable service, and if that is taken away we will have a 
distress service. And if this is done away with, instead of having a stable ser
vice, you will have an unstable service.
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Mr. Duff: If the committee decides to lay up these boats, I wonder if 
Mr. Teakle or Sir Henry will inform us how it will affect freight rates.

Mr. Teakle: In so far as freight rates are concerned, and going back to the 
time I came into the service in 1919, I have always claimed, and I think rightly, 
that we have been a balancing influence. I think the private lines will agree 
that none of us has tried to injure them deliberately. We have agreed that 
we have had a very influential effect on freight rates. At times we have had 
many discussions and conferences. I am a private iine man and I believe in 
conferences. We can discuss our problems at conferences. I do not get the 
credit, but our traffic men get the credit of holding the freight rates. We have 
agreed that the Canadian manufacturer should not be penalized and that the 
small man should get the same chance as the big man.

Mr. Duff: That is partly an answer to my question. If these boats were 
disposed of or laid up and a private line took over the business, would the 
private line raise the freight rates?

Sir Henry Thornton: That is a good deal of a gamble. That is pretty 
hard to say. Undoubtedly the presence of the Canadian Government Mer
chant Marine on certain rates has had the effect of stabilizing freight rates, 
and had there been any disposition on the part of private lines to combine 
for the purpose of raising the freight rates to the disadvantage of the Cana
dian manufacturer, the fact that we were there and would not agree to that 
prevented that raise.

Mr. Hackett: To what extent would operating expenses on the West 
Indian service be increased if the Canadian Government Merchant Marine 
ceased operation?

Mr. Teakle: There would be no effect. If it were closed we would have 
to discharge the staff we now have handling our other business and close up 
certain offices and simply carry on as a smaller company.

Sir Henry Thornton: I think the direct answer would be that the effect 
would be negligible.

Mr. Power: How many of the staff would be laid off, firstly of the office 
staff, and secondly in the crews?

Hon. Mr. Manion: When you say there would not be any change in the 
expenses, let us get it clearly. I take it that Mr. Teakle is the head of the 
Canadian Government Merchant Marine and also of the West Indies sendee— 
that is correct?

Mr. Teakle: Yes, sir.
Hon. Mr. Manion: Then I take it that Mr. Teakle’s salary is divided 

between the two services. If you cut off the one, how could you say it would 
not make any difference in the costs?

Mr. Teakle: I think the president’s remark was that it would not make 
any great difference. We would no doubt have to get rid of a lot of men, 
but what it would mean one would have to think out.

Mr. Hanson: How much of the expense of the Canadian National West 
Indies service is loaded into the Canadian Government Merchant Marine?

Mr. Teakle: They are divided in the accounts.
Mr. Hackett: What proportion of your own salary is borne by the Cana

dian Government Merchant Marine and how much by the West Indies service?
Mr. Teakle: My own salary is 50-50.
Hon. Mr. Manion: You mentioned a while ago that you used to be xvith 

the Allan Line. I have heard comparisons made about the expenses of the 
steamship lines, that the Allan Line when it ran, in proportion to the business 
which it did, that its overhead and management expenses were proportion-
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ately very much less than you have now. Can you give an estimate of that 
statement?

Mr. Teakle: Yes. We are not living to-day on the same standard as 
we were then. To-day in Canada we are on a higher standard of living. I 
think as far as salaries are concerned we would naturally be higher in the 
Merchant Marine on account of present day expenses.

In the operating expenses of ships, my recollection is that we used to pay 
our firemen £4 10s.; to-day we pay them $50. We used to pay our sailors £4 
and now we pay them $50.

Hon. Mr. Manion: Let us get away from salaries, and what about the 
overhead expenses in proportion?

Mr. Teakle: For instance, I know a good deal about traffic matters. I 
was reared up in the traffic department. Take the Liverpool sendee of the old 
Allan Company, and we did not handle one-fifth of the paper which we have 
on our Australian service. A lot of that work has come in as a result of 
the war service.

Sir Henry Thornton: What do you mean by paper?
Mr. Teakle : Bills of lading and manifests, sir.
Sir Henry Thornton : I was not sure whether Mr. Hackett’s question has 

been properly answered. I think we gave him the impression that if the 
Canadian Government Merchant Marine were abandoned it would not have 
a material effect upon the expenses of the West Indies service. I think it 
would be more than negligible.

Mr. Teakle: I think I said, sir, that there would be an increase.
Mr. Hackett: My suggestion is, sir, that the cessation of the Canadian 

Government Merchant Marine would materially reduce the operating expenses 
of the West Indies service.

Sir Henry Thornton: That the abandonment of the Canadian Govern
ment Merchant Marine would materially reduce the West Indies expenses?

Mr. Hackett: Let us take the instance of Mr. Teakle. His salary is 
borne half by one service and half by the other. Now if the volume of business 
done by the Canadian Government Merchant Marine is greater than the volume 
of business that is done by the West Indies service, the division of that expense 
is. I submit, out of proportion and unfair to the West Indies service.

Mr. Power : I do not think that is a fair statement to make. The West 
Indies service wants a good man as manager and they are profiting by the fact 
that Mr. Teakle happens to be employed in an allied company.

Mr. Hackett: Mine was a question relating to the mathematics.
Sir Henry Thornton: I am afraid you are propounding a question in 

calculus to one who has an insufficient knowledge of geometry, as far as I am 
concerned.

Mr. Geary: If you look at the statement of the West Indies, on page 20, 
you have management and office salaries and office supplies and expenses. 
Similarly, looking at the account of the Canadian Government Merchant 
Marine, on page 8, we find management and office salaries and the correspond
ing item of office supplies and expenses arc about equal. A good deal of those 
two items on page 8 would be transferred to the West Indies, which would 
increase the cost to the West Indies.

Sir Henry Thornton: Yes. that is right, Colonel.
Mr. Hanson : That is the way I read it. I think if you drop the oper

ations of the Merchant Marine, you will increase the deficit of the XX est 
Indies.
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Mr. Geary: The half million dollars of insurance, is that a cash account? 
Sir Henry Thornton : Yes. it is represented by cash or securities.
The Committee adjourned until 4 o’clock p.m.

AFTERNOON SITTING

On resuming at four o’clock.

The Chairman: We were discussing the Canadian National Steamship 
Merchant Marine division, and if there are other questions to be asked in this 
matter, now is the time to ask them.

Mr. Geary: May I ask one or two, Mr. Chairman. In your assets or 
inYestment account.—take your consolidated balance sheet at page 6. The 
investment account shows vêssels as at December 31, 1929. You have credited 
that with the deductions during the year.

Sir Henry Thornton: Yes.
Mr. Geary: Your deductions during the year are, I take it, shown on the 

profit and loss account on page 9. Did you get $1,300,000 for that ship?
Sir Henry Thornton : No.
Mr. Geary: What are those deductions? Is that the ship you sold and

what else?
Sir Henry Thornton : Mr. McLaren, will you answer that question?
Mr. McLaren: Is that the deductions, Colonel?
Mr. Geary: You credit investment with about $1,300,000. Can you tell 

me what the figures are, what the items are?
Mr. McLaren: $999.262.45 is the amount of the Canadian Trooper sold. 

We reduced notes by $989,262.45, and cancelled the capital stock on $10,000, 
and retired equipment on the Pathfinder, $11,166.62, also on the Skirmisher, 
$9,001.22, and transferred to Discount and Capital Stock $300,000 that makes 
up the $1.319.000.

Mr. Geary: These are investments, and you are crediting that with the 
notes retired.

Mr. McLaren : Yes. Well, it is just a matter of eliminating it out of the 
investment account as well as out of the liability account.

Mr. Geary: I understand—
Mr. McLaren: Of the Dominion of Canada.
Mr. Geary : I know how it is balanced on the other side, but the $989,- 

262.45 consists of the purchase price, apparently, of the Trooper.
Mr. McLaren : Right.
Mr. Geary: Or the book cost of the Trooper, which would it be; it would 

be the book cost?
Mr. McLaren: The book cost.
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Mr. Geary: What was the book cost of that ship?
Mr. Huthwell: $926,000.
Mr. Geary. Where did you get that?
Mr. McLaren : $989,000.
Mr. Geary: Would you have some more book values?
Mr. McLaren : Discount on capital stock, down at the bottom of page 6, 

take it out of the investment account.
Mr. Geary: I do not see that, Mr. McLaren. You mean you charge the 

assets against that $300,000 discount afterwards, is that what you do?
Mr. McLaren : Reduce the investment account and cancel the original 

note, cancel the account, would not take it out of the investment account, and 
set it down as a discount on the capital stock.

Mr. Hanbury: An actual loss, is it?
Mr. McLaren : It is the capital stock set up on the liability side, you do 

not have to make a value, and it was previously in the investment account, so 
we take it out of the investment account and put it down in the discount.

Mr. Hanblry: We do not know how it is done yet. You sold this vessel 
at a loss. Then you carried it in your books and you had a losss. We do not 
know how you carried that loss in your books. What did you do with it?

Mr. McLaren : The loss?
Mr. Hanbury: Yes, that you have on selling the vessel.
The Chairman: The loss is taken up by the reduction in investment 

account.
Mr. Hanbury: That is a cross entry or a book entry only.
Mr. McLaren : I think I explained this morning that the amount of the 

note for the value of the boat was set up in the investment account, and when 
the vessel is sold the note is cancelled and automatically the investment account 
is reduced. The money that we receive for the sale of a vessel is handed oven 
to the Government and they take care of the loss between the selling price 
and the cost price to them. That is up to them.

Mr. Hanbury: That is not part of your accounting at all?
Mr. McLaren : No.
Mr. Geary: You carry part of it on notes and you also write off deprecia

tion and that goes into your profit and loss account. Where does the Govern
ment come in there? You cancel certain debts or notes and write off deprecia
tion, and $900,000 of that goes into the profit and loss account?

Mr. McLaren : Yes, profit and loss was originally charged with the 
depreciation and with the interest ; and when the boat is sold the adjustment 
is made in both those accounts and in profit and lo5S.

Mr. Hanbury: In other words, if you have a profit in that, you have that ; 
but if you make a loss the Government stands the loss?

Mr. McLaren: The loss between the cost and the sale?
Mr. Geary: The capital loss is the difference between the cost and the sale 

price.
Mr. McLaren: Yes. All we would have in our profit and loss would be 

the operating loss on vessels as sold.
Mr. Hanbury: Plus depreciation.
Mr. McLaren: The interest is taken out and depreciation.
Hon. Mr. Man ion: But you have, Mr. McLaren, the material from which 

to make the statement? He is going to try and prepare a statement to be put 
on the record, showing the total capital loss.
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Outstanding Notes on Vessels........................................................................ $ 44,996,242 95
Advances on account of Capital..................................................................... 552,919 04
Working Capital and Advances...................................................................... 12,654,769 65

Total.............................................................................................$ 58,203,931 54
Plus difference between amount of Notes cancelled and amount of sales,

salvaged or transferred and vessels disposed of, totalling................... 30,258,029 28

Total.............................................................................................$ 88,461,960 82

Less estimated value of vessels in service.................................................... $ 2,500,000 00
Insurance Reserve............................................................................................ 3,547,170 06
Working Capital............................................................................................... 1,192,020 86

Total.................................................. ,........................................$ 7,239,190 92

Leaving approximate loss of...........................................................................$ 81,222,769 90
if the enterprise were wound up.

Note.—These figures do not include any interest the Government gave up.

Mr. Bothwell : There is a statement showing insurance reserves. On 
what basis is that insurance reserve built?

Mr. McLaren : The insurance reserve is built up on the basis of charging 
the operating expenses ; the premiums I could not say.

Sir Henry Thornton: I could explain that, and Mr. Grant had better fol
low me and check me if I am wrong. The fund has been built up by charging 
expenses with a certain amount of premium and this represents the amount by 
which the charge on account of premiums was greater than the actual losses, 
plus the accumulated interest. This $3,500,000 is represented by Government 
bonds and other securities.

Hon. Mr. Manion : It is part of your $14,000,000 fund.
Sir Henry Thornton: It was built up in that way. We really charged 

ourselves with larger premiums than the actual losses.
Mr. Bothwell: That is you carry your own insurance and you fixed your 

own rates, according to the standard rates?
Sir Henry Thornton: We built up a reserve fund.
Mr. Bothwell: How did you arrive at that insurance premium?
Sir Henry Thornton: It is built up by using the commercial rates.
Mr. Cantley: That is the most satisfactory showing on the whole sheet.
Sir Henry Thornton: Yes. It is all part of the one fund and it is handled 

as one fund, excepting that the three and a half millions are allocated.
Hon. Mr. Manion : It is part of the $14,000,000 fund?
Sir Henry Thornton: Yes.
Mr. Cantley: Less the losses?
Sir Henry Thornton: Yes.
Mr. Geary: What do you mean by part of the $14,000,000?
Hon. Mr. Manion: In a fund which they have built up by carrying their 

own insurance (they have been paying the premiums into that fund) and it 
has gradually been built up to, in a round sum, $14,000,000. Part of it is 
allocated to the steamships, which is some $3,500,000, and the other ten or 
eleven million dollars odd is allocated to the railways.

Mr. Bothwell: On what basis is the loss charged against the fund?
Mr. McLaren: This includes the portion allowed to the railroad. The 

steamships balance sheet here shows the proportion which belongs to them. In 
other words in the railways balance sheet you have $10,000,000 odd, and you 
have in the Merchant Marine here $3,500,000 odd ; and you have in the West 
Indies $353,599.

Hon. Mr. Manion: In the regular balance sheet of the railway it shows 
$10,568,000.
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Mr. Geary : Where does the $14,000,000 show?
Hon. Mr. Manion: No place.
Sir Henry Thornton: That was just the general statement that the whole 

fund amounted to about that.
Mr. Kennedy: How do you arrive at the amount of the fixed charge?
Mr. McLaren : That will be governed by the basis of the insurance.
Mr. Fairweatheb: As 1 understand it, Mr. Teakle has just told me that the 

Canadian Government Merchant Marine boats are insured at $50 a ton, and 
any losses would be paid out of the insurance fund. If it were less than a total 
loss, it would be based on an appraisal. If it were more than $50 a ton, then the 
insurance fund would pay $50 and the balance would just be a loss.

Mr. Dvff: And commercial losses are taken out of this fund?
Sir Henry Thornton: Yes.
Mr. Hanbvry: I do not understand the accounting between the Merchant 

Marine and the Government when a vessel is disposed of. I would like to ask 
Mr. McLaren if when a vessel is disposed of and the Government absorbs a 
loss, they hand over the note,—is that part of your liability to the Govern
ment?

The Chairman: There is no liability there.
Mr. Geary: Yes, the liability is the note payable, secured by a mortgage 

on a vessel. That is charged with the amount and it is reduced, and that is 
what you mean by your cross entry.

Mr. Hackett: It has to be charged somewhere.
Mr. Hanbcry: When you purchase a vessel you issue a note to the gov

ernment for the purchase price?
Mr. McLaren : I presume so.
Mr. Hanbvry : When you dispose of a vessel that note for the full value 

is cancelled by the government?
Mr. McLaren: Yes.
Mr. Hanbvry : Now, supposing that boat is disposed of at less than the 

cost value to the Merchant Marine, there must be a loss. Who stands that 
loss?

Mr. McLaren: That would be the government.
Mr. Hanbvry : If the government stands that loss, is that part of the 

Merchant Marine or the Canadian National liability to the government.’
Sir Henry Thornton: No.
Mr. McLaren: I would say it is not a liability of the Merchant Marine.
Sir Henry Thornton : What do we do with that, do you know, Mr. 

Roberts? I see Mr. Roberts is not here.
Mr. Geary: You have one sale here of the Canadian Trooper, on page 9, 

for $543,000, which we can go by, and you said your book value was $990,000. 
When that vessel disappeared from your ownership, you credited, this invest
ment account with its book value?

Mr. McLaren : Yes.
Mr. Geary: On the other side of the ledger you have a note, and that 

note was written off?
Mr. McLaren : Yes.
Mr. Geary : Now you have an interest charge also unpaid and you have 

a depreciation reserve and you write off each?
Mr. McLaren: Through profit and loss.
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Mr. Geary: In other words, through profit and loss you charge practically 
the whole amount in the account, so that the note in its whole amount practic
ally is wiped off by the government?

Mr. McLaren: The liability is cancelled.
Mr. Duff: And the government gets the amount you received for the boat?
Mr. McLaren : Yes.
Mr. Hanbvry: We were told that this $57,000,000 was really an operating 

loss, and now we are told that that total loss was reduced by the value of the 
vessels as sold.

Mr. McGibbon: If that is so, let us get at the total.
Sir Henry Thornton: What happen- is that we arc the tru-tees for these 

boats. If we sold all the boats, our trusteeship would cease and this amount 
would disappear.

Mr. Hanbvry: And the government would have to absorb it in some way.
Sir Henry Thornton: Certainly.
Mr. Hanbvry: And you do not know how they absorb it?
Sir Henry Thornton: No.
Mr. Hackett: Then the loss through operation is not entirely reflected in 

the accounts of the company?
Sir Henry Thornton: I think that is probably correct.
Mr. Hackett: It would probably reach a hundred millions?
Sir Henry Thornton: I think that is probably true.
Mr. Cantley-: If you take the Canadian Trooper, she was sold for $543,000 

odd, then the cancellation and the depreciation with that item would make up 
$876,510. She cost $889,000. So that the two amounts of what she sold for and 
the depreciation account would not reach her original amount by $113,000. 
How was that reflected?

Mr. McLaren: Will you let me explain that to you, Colonel? The Cana
dian Trooper was not sold for $543,000. The Trooper was sold for $50,000. 
As I explained, there was the Trooper’s note and investment; as I explained to 
Colonel Geary that was cancelled in the investment account, $999,000, taking 
in the stock. That cancelled the investment account and the liability account; 
and the two amounts the Colonel is speaking about, the interest and the depre
ciation, are taken out of the deficit.

Mr. Hackett: That means that your account stands as if you had never 
owned the Trooper?

Mr. McLaren: That is correct.
Mr. Hackett: And the burden fell entirely on the Government? Is that 

correct?
Sir Henry Thornton: Yes, that is right.
The Chairman: That is where it belongs, too.
Mr. Geary: What became of the $50,000?
Mr. McLaren: That was turned over to the government.
Mr. Geary: The salvage, whatever it was, was handed over to the govern

ment and what they did with it you do not know, and they had your note and 
they credited the amount received, and that is the whole picture?

Sir Henry Thornton: Yes.
Mr. Hanbvry: I think it would be very interesting if we could have Mr. 

Roberts, of the Finance Department, to tell us what they do with the losses.
The Chairman: I do not think they do very much with it. You may be 

certain they do not put those losses in the bank.
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Mr. Fraser: Mr. Roberte is here now.
The Chairman: Mr. Roberts, we are interested in knowing how you take 

care of these accounts in the merchant shipping, these ships accounts. We had 
the case of the Canadian Trooper which was recently sold and for which the 
government received $50,000, which they paid you. Now what we are interested 
in knowing is what you do, not with the $50,000, but with the loss you make 
from the original cost of these ships.

Mr. McGibbon: Pay off the national debt.
Mr. Roberts : In the first instance, these ships were charged to the general 

fund of the Dominion. They went in as an expense, the whole amount ; and if 
there is any recovery in respect to that sale, it will be just the same as if we 
sold the Parliament Buildings and got back a certain amount, and it is credited 
as a return on account of previous years’ expenditures, in the public accounts so 
that it offsets to a certain extent the expenditures for the year, although it is 
kept separately. It is simply a return on account of previous years’ expenses.

The Chairman: You have no account in your books of the cost of these 
steamships?

Mr. Roberts: We have.
Hon. Mr. Manion: In the non-active assets?
Mr. Roberts: Of the capital account, and part of it was paid out of war 

appropriations.
Mr. Hanbury: 50-50, wasn’t it?
Mr. Roberts : No, I think not. The total expenses were $79.000,000.
Mr. Duff: My recollection is that it was $93,000,000.
Mr. Roberts: $79,511,659 was the original amount of the notes given by 

the Merchant Marine to the government as representing the actual out-of- 
pocket cost to the government of those ships at the time of the transfer.

Mr. Duff: Without interest?
Mr. Roberts: There was no interest involved.
Mr. Bothwell: How much was carried to the war appropriations?
Mr. Roberts: $19,983.000; ship-building capital account, $58,000,000: and 

there were transferred to the Merchant Marine at the time some three small 
vessels, I think which previously had been purchased by the Canadian Gov
ernment Railways, costing $1,222,000, which went to make up the total of 
$79,000,000.

Mr. Hanbury: You have a capital account of $59,000.000, is that an 
active account of the government?

Mr. Roberts : No, it is just kept record of in that way; and any monies 
recovered are simply turned in as previous years’ capital expenditure or a war 
expenditure, depending upon whether the ship was purchased out of the war 
appropriations or capital account. It goes in as a special revenue deduction 
against the capital expenditure of the current year, under the item of "Refund 
of previous years’ capital expenditure ” or “ Refund of war account.”

Mr. McGibbon: What is the total of those refunds?
Mr. Roberts: The total refund, I think, was two or three million dollars.
Hon. Mr. Manion: There were two or three ships lost or burned, weren’t 

there?
Mr. Roberts: We have recovered $3,800,000, $2,000,000 odd on account 

of ships lost, $1,700,000 on account of ships sold; and there were seven ships,
I think, transferred to the West Indies service at values amounting to $577,000. 
That makes $4.400,000 nominally recovered, of which $3.800,000 is cash 
recovered out of a total of $79,000,000.
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Hon. Mr. Manion : What was the original cost of the vessels transferred 
to the West Indies service?

Mr. Roberts: The original cost was $6,800,000. and the value at the time 
of the transfer, as estimated by marine experts, was $577,000.

Mr. Geary: The monies dispersed by the Dominion to make up the deficits 
is shown where?

Mr. Roberts: As a non-active account, you arc probably referring to one 
item in the account. Our figures would be on the whole ; making altogether 
about $90,000,000.

Mr. Hanbury: Is it a fact that the Canadian people owning the Merchant 
Marine and the Government of Canada are not showing as an asset one dollar 
of the value of the boats operated by the Merchant Marine?

Mr. Roberts: They are not shown as a cash asset or a revenue producing 
asset, because it is neither.

Mr. Geary: There is that $90,000,000, and you think out of the balance 
of the ships you could clear u pabout $7,000,000 if you sold them out?

Sir Henry Thornton: That is substantially right.
Mr. Hanbury: I would like if the committee would review this for a few 

minutes. We have been viewing it as a $79,000,000 investment with a loss of 
so much, and also from the standpoint of seven and a half million dollars recov
ered. I would like the committee now to consider it that it represents an actual 
value, outside of the current assets, in vessels, of $2.500,000. Forget that we 
have been in the business and that we have had a loss. Our position to-day 
is that we have these vessels on hand and they represent a value that we might 
realize on of $2,500,000. I would like the committee to consider whether it would 
be advisable that these vessels, representing two and a half million dollars 
should be continued in the endeavour to develop trade for Canada. What we 
have to take into consideration is the actual loss per annum in operating. Last 
year it was $1,343,000.

Mr. Geary: No. $834,000.
Sir Henry Thornton: $834,000, Mr. Hanbury?
Mr. Hanbury: Last year the loss was $834,000. It is reasonable and fair 

to assume that the loss of $834,000 did develop business for this country ; and it 
is also reasonable to assume that if this service was discontinued it will add 
to the loss, and also that if this is discontinued it will be necessary for this 
country to subsidize another shipping company to make up the loss of the 
Canadian Merchant Marine. I would like us to forget this sixty or seventy 
or eighty million dollars and get back today to the actual investment—

Mr. Hackett: Was it not said that the system could not be operated becaues 
the ships are obsolete?

Mr. Hanbury; Whether or not they are obsolete, they operated last 
year in the shipment and transfer of goods to and from Canada, and the loss 
last, year was some $834,000.

Mr. Kennedy: That would be true; it could not be otherwise.
Mr. McGibbon: What about the taxpayers of Canada?
Mr. Hanbury: I am seeing if it is good business. We are taking up the 

position today as it is.
Mr. Duff: That is a very good argument, I agree with Mr. Hanbury, and it 

is a matter which should be taken up by us in camera.
Mr. Hanbury: Me have to consider the development of our trade, and 

I think that is the only reason we have any merchant marine at all. If we do 
not develop trade, we are darned fools to have a merchant marine.

Mr. McGibbon: Sir Henry disposed of that this morning
30524—3
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Mr. Hanbvry: Sir Henry was speaking of the freight from exports and 
imports.

Mr. Geary: I think we could start off by cutting our losses and start off 
with $8,500,000 and then see if we want to run that service at a loss of $800,000 
a year.

Sir Henry Thornton: I think the larger question is that of commercial 
strategy, and that is entirely a matter of policy.

Mr. McGibbon: What about the boats that Sir Henry says are obsolete?
Sir Henry Thornton: While it is true, doctor, that the boats are obsolete, 

and because they are not modern in character, are expensive to operate, at the 
same time we have used those boats for trade exploration purposes. I would 
not like to say that they are totally useless for that purpose.

Mr. McGibbon: No, but the inference was that they were useless for com
mercial purposes in competition with modern vessels.

Sir Henry Thornton: Yes, in a competitive field. For instance, we have 
been using these boats for the South American trade, unsatisfactory as the 
employment may be; the result of that exploration is indicative of the possi
bility of good trade with South America.

Mr. Duff: How far South do the South American boats go?
Sir Henry Thornton: To Buenos Aires.
Mr. Hanson: Last year you operated considerably less boats than the year 

before?
Sir Henry Thornton: Yes.
Mr. Hanson: How many less?
Sir Henry Thornton: Mr. Hanson wants to know the difference in the 

number of ships we had in service. I think it is accounted for by the fact that 
we abandoned certain trade routes. For instance, we operated a couple of trade 
services to Europe at a considerable loss, and we felt, in view of the excel
lent facilities offered by private lines on the North Atlantic, that there was 
no particular value in our continuing that loss; so we withdrew and left the 
field to the private activities.

Mr. Kennedy: How would you view that, as to South America, leaving it 
to private lines?

Sir Henry Thornton: It is conceivable that if we withdrew our vessels 
from that service and were able to put at the disposal of some private company 
the results of our services they might find it attractive to go into the field. I do 
not know. It is almost impossible for me to give an assurance.

Hon. Mr. Euler: Would you care to hazard an opinion whether it would be 
profitable?

Sir Henry Thornton: For the past eight years the officers and myself have 
been coming here and answering questions and revealing conditions which have 
shown deficits. As loyal trustees of the company, we have tried to make those 
clear; but we have now got to the jxunt where we feel that in the interests 
of the people of Canada as a whole the government ought to say whether we 
are going on with this marine activity or are going to quit. We do not want 
any more to assume the responsibility for this continued deficit, unless there 
is a mandate from the government.

Hon. Mr. Euler: Is not what Mr. Hanbury suggests really a matter for 
the Department of Trade and Commerce?

Mr. Hanbury: They might want a recommendation from this committee.
Hon. Mr. Manion: How many of these routes which we are serving at 

the present time by the Canadian Government Merchant Marine are also 
being served by competitive private lines?
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Mr. Teakle: None of them, not from Canada. I want to qualify that, 
that one service, the Houston Line, was putting on some steamers to South 
America, and we do not know how that will affect it. To Australia and New 
Zealand we are alone in the service.

Mr. Han bury: What would be the effect of the Australian Treaty, sup
posing it developed a lumber service? Would there be any vessels to take care 
of it?

Mr. Teakle: I understand there is one provided for by a subsidy.
Mr. Hanbury : But that is a subsidy which the Canadian people would 

have to pay.
Mr. Teakle : Quite so.
Mr. Geary: After all, Mr. Chairman, the government has to take the 

responsibility, and it does not prejudice the case at all to approve this report 
and send it on.

Mr. Hanson : I understand that last year, 1930, you had twenty-six ships 
in operation. On page 10 of the report you give the disposition of fleet during 
the year 1930, and you give the number on each route ; and you laid up four, 
as shown on page 10. If you will give me the comparative figures for the 
year before, I would like to call your attention to something arising out of 
that, in the matter of operation.

Mr. Teakle: We had thirty-five as against twenty-six. In 1929 we had 
thirty-five, and in 1930 we had twenty-six.

Mr. Hanson : That is nine less?
Mr. Teakle: Yes.
Mr. Hanson : Now I call your attention to the operating deficit for 1929, 

which was $878,000 on an operation of thirty-five ships; and the operating 
deficit in 1930 was $834,000 for the operation of twenty-six ships; so that 
without question the ratio of your operating deficit has increased. I have not 
worked it out mathematically, but there is no doubt about that.

Mr. Teakle: That is entirely due to business conditions.
Mr. Hanson: Quite so, but is that not, roughly speaking, the result of 

all the years’ operations?
Sir Henry Thornton : Do you mean have we always had a deficit?
Mr. Hanson: You have always had a deficit, but progressively increasing. 

The operating ratio is against the policy and against the system, increasing 
every year, and when you get down to ten ships the ratio would be enormous.

Mr. Duff: Operating thirty-five ships last year, they earned an average 
of $24,000 each for freight, gross. This year, operating twenty-six vessels, they 
would average about $18,000 each.

Mr. Hanson: He says that is due to business conditions.
Sir Henry Thornton : I think what Mr. Hanson has in his mind is that 

the marine activities of the Canadian Government Merchant Marine have not 
been progressively improving.

Mr. Hanson: They have been progressively receding.
Sir Henry Thornton : Quite so, and that is one of the things which is 

bothering us.
Mr. Teakle: In 1928, sir, the operating loss was $1,209,083; in 1929 it 

was $878,907.21 ; in 1930, it was $834,210.89. We are coming down in our
losses.

Mr. Hanson : No doubt, but you are operating less ships.
Sir Henry Thornton: In other words, the fewer ships we have the less 

the loss.
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Mr. Hanson : But the greater the loss per ship or per voyage.
Hon. Mr. Manion: So that if you wipe out the ships, you wipe out 

the loss.
Mr. Hanson: Yes.
Mr. McGidnoN : As these vessels were operated chiefly for exploration pur

poses, how many ships were operated for that purpose?
Mr. Duff: When operating thirty-five ships?
Sir Henry Thornton: I think from the point of view of what is straight 

trade exploration, the only vessels in that now are those engaged in the South 
American service, four ships.

Mr. Hanson: And the private line, the Houston Line, is undertaking now
to do that work.

Mr. Teakle: They have only had one trip.
Sir Henry Thornton: The New Zealand and Australian services, while 

they represent the only service between Canada and Australia, can hardly be 
described as an experimental service, because they have been running for some
time.

Mr. Hanson: The Houston Line was advertising regular services from 
Montreal to Montevideo and Buenos Aires; and if they are willing to take on 
this business, why not leave it to them? They are not getting a subsidy from 
the government.

Mr. Duff: What are the ports of call?
Sir Henry Thornton: We call at Montevideo and Buenos Aires and wher

ever trade is offered on the way home.
Mr. Hanbury: Is it pretty well a one-way service, or are there return

cargoes?
Mr. Teakle: There are return cargoes. I may say that the Houston Line 

was once before in this service and gave it up. We have been regularly in it.
Sir Henry Thornton: The Houston Line have been in and out of this 

service. They have been in it once before and went out of it. They also called 
at New York. That is, the Houston Line in the past have not maintained a 
constant service.

Mr. Duff: We ought to get some Norwegian interested in it.
Mr. Hanson: What is the loss on the South American service per voyage or 

whatever other measure you have handy, per year?
Sir Henry Thornton: The net loss last year, Mr. Hanson, was $78,000.
Mr. Hanson: How many voyages?
Sir Henry Thornton: Twelve voyages. In 1929 we had eleven voyages 

with a profit of $51,000.
Mr. Hanbury: Mr. Chairman, I wonder if the officials have any information 

showing the values of the commodities and articles imported and exported by 
this service?

Sir Henry Thornton: I am afraid we have not.
Mr. Hanbury: I think that is important. If this Merchant Marine service 

is important for the purpose of developing trade, I think we ought to know what 
trade they are developing. •

Mr. Teakle: We have the tonnages, if that would be of any value.
Sir Henry Thornton: I think the Department of Trade and Commerce 

have that, Mr. Hanbury.
Mr. Hanbury: On this service?
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Sir Henry Thornton: I think so.
Mr. Bothwell: I think you can get that from the Bureau of Statistics.
Sir Henry Thornton : We can make a note of that and see if it can be 

found.
Mr. Duff: I would move that the report of the Canadian Government 

Merchant Marine, Limited, and subsidiary companies be received and adopted.
Mr. Hanson : With the reservation that we make the same representation?
Mr. Duff: Absolutely.
Mr. Hanbury: I will second the motion.
The Chairman : Are there any more questions to be asked in respect to the 

Canadian Government Merchant Marine?
The motion is carried.
Now, the West Indies lines.
Mr. Geary: This is a good report, Sir Henry, you tell us exactly who are 

going to be elected at the annual meeting.
Sir Henry Thornton : Seeing that all the shares are held by one share

holder, there is not much difficulty in prophesying what he will do.
Mr. Geary: It is just about what could be said of any other company, if 

they wanted to do so.
Sir Henry Thornton: You want to start with the consolidated balance 

sheet, I take it. Will you read that, please, Mr. Fairweather?
Mr. Fairweather (Reading) :

Consolidated Balance Sheet, as at 31st December, 1930, of the Can
adian National (West Indies) Steamships Limited and Subsidiary Com
panies:
Assets:

Investment:
Vessels as at 31st December, 1929.. $ 9,633,306 33
Additions during Year.......................... 171,408 71

$ 9,804,715 04
Cash in Bank........................................ 191,096 65
Insurance Fund........................................ 353,599 70
Discount on Funded Debt.................... 74,783 27
Discount on Capital Stock.................... 40,000 00

Total.............................................  $10,464,194 66
Mr. Hanson: I can understand the discount on funded debt. I sup

pose the bonds issued were sold at a slight loss.
Sir Henry Thornton: Yes.
Mr. Hanson: But the discount on capital stock?
Mr. Geary: That is just a cross entry.
Mr. Hanson: Go ahead.
Mr. Fairweather (Reading) :

30524—4



286 SELECT STANDING COMMITTEE

Liabilities
Capital Stock:

Authorized and issued : 400 Shares of $100 each.. $ 40,000
Funded Debt:

25 Year 5 per Dominion of Canada Guaranteed
Gold Bonds......................................................... 9,400,000

Dominion of Canada Account:
Notes Payable Secured by Mortgage on

Vessels'............................................................... 577,315 80
Advances—Deficit...................................................  1,674,636 49
Interest Accrued Unpaid........................................ 106,658 13

Total.................................................. $2,358,610 42

Mr. Geary: You run this a little differently from the Canadian Govern
ment Merchant Marine. You have your money provided by bonds and you 
carry some notes as well. Have those notes any relation to the value of the 
ship, or are they advances?

Mr. McLaren : They are vessels transferred.
Mr. Geary: All right. Then the Advances—Deficit represent cash 

advances for deficits incurred.
Mr. Fairweather (Reading) :

Canadian Government Merchant Marine,
{Limited—Advance Account......................$ 88,605 98

Unmatured Interest Accrued.............................. 156,666 67
Unadjusted Credits............................................. 30,949 28
Accrued Depreciation—Vessels.......................... 516,314 68
Insurance Reserve............................................... 353,599 70
Profit and Loss Account—Deficit.................... 2,480,522 07
Contingent Liabilities—None ascertained.

Total...............................................$ 10,464,194 66

Mr. Hanson : How long has that deficit been building up,—over what 
period of time.

Mr. McLaren: Two years.
Mr. Geary: That kitten was bom with a stone around its neck.
Mr. Hanson: Two full years?
Mr. McLaren : Yes, two full years.
Mr. Hanson: Mr. President, I had the privilege of visiting the West 

Indies last year on one of these ships, and on the way down I had the opport
unity of talking over trade conditions, as affecting the steamships, with a 
prominent man, whose name I will not mention, but he is the Managing Director 
of probably one of the largest houses in Trinidad, and he pointed out to me that 
while this service was a magnificent service, with which I fully concur, this 
service was being bedeviled by competition by the very cheapest kind of foreign 
vessels, and that the shipping of the British West Indies, notwithstanding the 
magnificent gesture of the Dominion of Canada in putting this line of steam
ships on this route in furtherance of Empire trade, was not getting the support 
of the shippers in the colony. Now, that is reflected in your balance sheet.

If you observe the cargoes carried by the respective lines, you will notice 
that practically all the sugar coming into Canada—perhaps not all, but a very 
substantial part of it—is being carried by those foreign bottoms underchartered 
to the Ocean Dominion Line, which I believe is the Alumium Line of Quebec.
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Whether a mistake was made at the time the West Indies Treaty was 
negotiated, or not, I do not know, and I do not wish to place any blame which 
I cannot back up; but the fact remains that there is no obligation on the part 
of the British West Indies Colonies to support this line with their freights, and 
consequently huge deficits are being incurred every year in operations, not to 
speak of depreciation and interest on the funded debt.

It seemed to me that something ought to be done to remedy that situation.
If you take the Island of Barbadoes, the principal production of that 

island is sugar ; it is not a large production as compared with Cuba or Port of 
Spain, but it will run from 80,000 to 100,000 tons a year, and practically all of 
that production is sold to the Canadian Sugar refiners; and yet scarcely an 
ounce of that sugar this year is being shipped over this line, simply for the 
reason that these foreign vessels underquote rates quoted by our steamship 
lines.

I want to bring this before the committee because I think some represen
tation ought to be made to the governments of these colonies. If they expect 
Canada to carry out not only the letter but the spirit of the trade treaty, they 
must do their part. They are, I suppose, fulfilling the letter of the contract, but 
I do submit to the consideration of this committee and the public that they are 
not fulfilling the spirit of the undertaking which this country entered into in 
1928.

Mr. Kennedy: The trouble is that the sugar men down there are in a very 
distressed condition.

Mr. Hanson : There is no doubt that the sugar producers down there are 
in a very distressed condition. The production costs exceed the sugar price by 
about six-tenths of a cent per pound. Nevertheless they have to market their 
product because it is practically the only product that they have.

Would it not be feasible, in that connection, for this line to consider,—I 
am not an expert and do not pretend to be, but the situation is staring us in 
the face and the line is losing money while the trade is going to somebody 
else,—what can be done to try and meet that competition? That is one con
sideration ; but the main consideration, in my mind, is to see if something could 
not be done with the governments of these various colonies whereby they would 
fulfil the intent of this agreement so that we would get that trade which is now 
going to foreign bottoms. It seems to me that it is a shame if something cannot 
be done to meet that situation. In the meantime the Canadian taxpayer is 
paying a deficit in cash to the extent of a million and a quarter a year, not to 
say anything about the carrying of the trade.

Mr. Geary: What do you think the Government can do?
Mr. Hackett: Who determines by what line that freight shall travel?
Sir Henry Thornton: The shippers, Mr. Hackett, up to this point that 

we, of course, maintain a soliciting organization.
Mr. Power: Those vessels are practically carrying cargoes as ballast?
Sir Henry Thornton: There is a good deal of truth in what Mr. Hanson 

says. lake, for example, the Aluminum Company, which operates a service 
fundamentally for the purpose of transporting boxite, the ore from which they 
manufacture aluminum, to their plant in Arvida.

The Aluminum company maintain that they must control the vessels, the 
implement by which that shipment is made, because they did not dare leave it 
to private hands. That being the case, they regard the operation of their 
vessels as primarily part of their operating costs in the production of aluminum ; 
and they fill out their vessels with any cargo that they can get, at almost any 
price.

Hr. Hanson : Inwards and outwards?
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Mr. Cantley: No, going south?
Sir Henry Thornton: In other words, the cargo space which is not 

occupied by boxite on the way up, and which is empty going down, they regard 
as an incident, and they fill their vessels up with such freight as they can get 
at any price at all, and they regard whatever they do get outside of their boxite 
as so much salvage on the operation; and we are, of course, competing with a 
competitor who is able, for that reason, to carry freight at any price whatsoever.

Mr. Hanson: On sugar, I understand your rate is eighteen cents and theirs 
is fourteen cents a hundred-weight.

I was further told by this gentleman that if the Canadian National had 
met that rate this year the competitor would have been out of business.

Sir Henry Thornton: Of course it gets to the point of just how far you 
are going to cut rates.

Mr. Hanson: Of course. I am not saying you should cut rates.
Sir Henry Thornton: We have been aware of the situation and it has 

given us a great deal of anxiety. The people of Canada, through their Govern
ment and in fulfilment of a negotiated trade treaty, is maintaining at consider
able expense an admirable service which is not having the support it ought to 
have from our cousins in the British West Indies. One of the reasons why we 
went into that service was to prevent any further American penetration of the 
British West Indies trade and possible the ultimate acquisition of those islands 
by the United States. That was really what was back of the whole thing. We 
have not had the response to that gesture which the people of Canada made 
which I think we had every right to expect.

Mr. Hanson: There is a solution of this, which I think could be obtained 
by negotiations between the Government of the Dominion of Canada and the 
Governments of the Colonies, and that is that the preference which we give on 
the imports from those colonies should be limited to imports in Canadian or 
British bottoms. That is a suggestion which I would make in that regard.

Sir Henry Thornton: Are the ships used by the Aluminum Company of 
British registry?

Mr. McLaren: No, sir.
Hon. Mr. Manion: I suppose that depends upon the terms of the original 

treaty.
Mr. Hanson: It seems to me that somebody slipped when we were putting 

a capital investment of 310,000.000 into a splendid line of steamers, in not mak
ing a provision that when we made that expenditure we should get that business.

The Chairman: We are giving them a preference on the sugar, all the 
benefit of which they take to themselves and none of which we can get.

Mr. Duff: If they can get a cargo of sugar carried for nothing, why should 
they be penalized?

Sir Henry Thornton: The shipper always chooses the route of least 
resistance.

Mr. Hanson: We give them a 10 per cent advantage. It does seem to me 
that consideration ought to be given to this problem, along the line which I 
have suggested.

Mr. Duff: How is that sugar bought? Is it bought f.o.b. West Indian 
ports, or c.i.f.?

Sir Henry Thornton: F.o.b.
Mr. Geary: My recollection of the treaty is that it sets out what is to be 

done, and for a period of years.
Mr. Hanson: But it did not cover this point. It obligated us to put in a 

line of ships which cost us $10,000,000.
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Mr. Geary: I agree that something has been left out. Now, the point is 
can we put it in?

Mr. Hanson : It seems to me something might be done by negotiations. 
We have a wedge in the preferential tariff.

Mr. Duff: You cannot do that. Supposing one of my little vessels goes 
to Barbados and brings a cargo of West Indian molasses, would you stop me 
from doing that?

Mr. Hanson: No; you are a Canadian.
Mr. McGibbon: Do we not give a preference to goods coming to Maritime 

or Canadian ports? We would apply the same principle.
Mr. Power: Your point is that it would be very easy, all other things being 

equal, for the Boxite or Aluminum Company to register their vessels as British 
vessels?

Sir Henry' Thornton: We have been conducting two or three conferences 
with the Aluminum Company on this very question, to see if we could not 
come to some conclusion with them for the purpose of stabilizing freight rates 
at a figure which would permit us both to make some money. We have not 
got far enough as yet with those conferences to develop anything of a definite 
character, but that subject is under consideration. I am not making any pro
phesy as to what the results are going to be, but we are trying to work out some 
sort of an arrangement with the Aluminum Company in the matter of freight 
rates which will help us.

Mr. Kennedy: Is that the chief business, the Boxite?
Sir Henry Thornton : That is the chief business of the Aluminum Com

pany and they are the chief competitors.
Mr. Geary: They carry very little West Indies goods.
Sir Henry Thornton : They call at British West Indies ports and carry 

freight to Canada, in connection with their boxite, and the opposite way as well.
Hon. Mr. Man ion: Is it not true that in all the West Indies services there 

are freight boats competing?
Sir Henry Thornton : The Aluminum Company are the principal competi

tors and the only one which gives us any trouble.
Mr. Geary: What about the United Fruit?
Sir Henry Thornton : I was speaking of from Canada.
Hon. Mr. Manion : I have been informed, Mr. Teakle, that if we did not 

have the freight boats on the West Indies service, that companies like Pick- 
ford and Black and the Aluminum Company and others would take up the sur
plus and carry the freight.

Mr. Teakle: That of course I cannot answer, but according to the trade 
agreement it is all called for what the service shall be; and in the constitution 
of the Canadian National Steamships, the Governor General in Council has put 
it up to the Canadian National West Indies Steamships to fulfil that.

Hon. Mr. Manion : But the treaty could be carried out if we could arrange 
with a private company to do the work.

Mr. Teakle: And if the necessary alterations were made in the legislation, 
I think.

Mr. Hackett: I believe Mr. Hanson said the Canadian Merchant Marine 
rate was eighteen cents per hundred pounds from Barbadoes and that the Alum
inum Company’s rate was fourteen cents.

Mr. Hanson : I may be wrong in that.
Mr. Hackett: Let us assume that the treaty was revamped and the rate 

was eighteen cents, would not that result in what would be the equivalent of a
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subsidy to the beet sugar industry here? Might it result also in a curtailment 
of the export from those islands?

Mr. Duff: And an increase of four cents on sugar?
Sir Henry Thornton: We have not completed our negotiations with our 

competitors. They have been competing with us in the fashion which I have 
described, and we are now trying to get them to a point where we can stop this 
cut-throat competition.

Mr. Hackett: But the higher the freight rate, the greater the protection to 
the local source of supply ; that is the beet grower, who is in competition with 
the cane grower of the islands.

Sir Henry Thornton: Of course I do not know much about beet or cane 
growing, but from what you say I think that is the natural deduction.

Mr. Hackett: I think that confirms what was said a few moments ago 
that fixing the rate might result in something which was not considered.

Mr. Geary: And if you reduce the consumption of cane sugar you lose 
your income also.

Mr. Duff: What subsidy do you get from the West Indies?
Sir Henry Thornton: $219,229.89.
Mr. Duff: Is that on the both services, windward and leeward?
Sir Henry Thornton: Yes, sir.
Hon. Mr. Man ion: Is that the total from all the islands?
Hon. Mr. Manion: What is the total subsidy which you get from the 

islands?
Sir Henry Thornton: $219,229.
Mr. Duff: Is that included in your Operating Revenue, Closed Voyages?
Sir Henry Thornton: Yes.
Mr. Duff: I think it would be better if that were put in separately in your 

next statement, it is not a real freight earning.
Mr. McGibbon : What was the subsidy paid to the Royal Mail Packet?
Sir Henry Thornton : For a fortnightly trip it was $400,000 odd.
Mr. Hanson: And I would like to say that the service which they gave was 

not comparable with the service given by this company.
Sir Henry Thornton: Yes, thank you.
Mr. Duff: The subsidy was what?
Sir Henry Thornton : $219,229.
Mr. Duff: I mean the subsidy which was paid to the old Royal Mail.
Sir Henry Thornton: Some $347,000.
Mr. Duff: Was that only for the one service, to the Windward Islands?
Sir Henry Thornton: No, do you remember the fortnightly service from 

Saint John and Halifax to the Windward and Leeward and to Demerara. They 
went fortnightly.

Mr. Cantley: Four boats?
Sir Henry Thornton : Four boats.
Mr. Duff : We are saving money there.
Mr. McGibbon: Your statement as to the giving up of the service did not 

apply to this service, Sir Henry.
Sir Henry Thornton : Oh, no, this is entirely the result of the trade 

treaty.
Mr. Hanbury: When is the termination of the trade treaty ?
Mr. Teakle : I think it has ten years to run.
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Mr. McGibbon : In view of the fact that you have modern vessels, it is 
surely unfair to take this year of depression as an indication of what you may 
expect.

Sir Henry Thornton: I think that is true.
Mr. Power: How did that passenger traffic stand up this year?
Mr. IIanbury : That is on page 17.
Mr. Powder: You were pretty well booked up all during the tourist season?
Sir Henry Thornton: Yes, pretty well, Major.
Mr. Duff: How is the Boston service standing up?
Sir Henry Thornton: Admirably. The passenger traffic moving in 1930 

was $746,000 odd.
Mr. Duff: From Boston?
Sir Henry Thornton: Oh, no. In 1929 it was $653,000.
Mr. Hanson: For the first three months of this year?
Mr. McGibbon : Can you get the figures from Boston?
Mr. McLaren: The first four months of 1931 amounts to $360,000 odd, as 

against the figures of 1930 of $317,000 odd.
Mr. Fraser: That is an increase.
Mr. Geary : We have heard a lot about bananas. I was going to ask about 

the banana trade, which was talked about a great deal at the inception of this 
business. Did that come up to expectations? You say it was fairly satisfactory.

Sir Henry Thornton : In 1930 we handled 1,872,000 stems of bananas. 
In 1929 we handled 1,522,000 stems.

Mr. Duff: Those are all handled on the Rodney and the Somers?
Mr. McLaren : No, on the four boats.
Sir Henry Thornton : The United Fruit Company carried in 1930, 

1,227,000 stems ; and the previous year, in 1929, the United Fruit Company 
handled 1,067,000 stems.

Mr. Duff : Where to?
Sir Henry Thornton: To Saint John.
Mr. Hanson : They do not intend to give up the Canadian trade without 

a struggle.
Sir Henry Thornton: They have shown no great signs of it so far, 

although the United Fruit Company have suggested to us that we undertake 
to handle, on some agreed rate, their Canadian banana business. The difficulty 
there is with the Jamaica Government. There is a certain feeling of fear 
amongst the banana planters of Jamaica with respect to the United Fruit Com
pany, and one of the things which I think brought Jamaica into this steamship 
proposal wTas the establishment of some competition with respect to the United 
Fruit Company.

Mr. Kennedy: Are your rates the same?
Sir Henry Thornton: We do not know. As I recall the terms of the 

treaty, the space from Jamaica is allocated by the Government of Jamaica 
and the Government of Canada; and the Jamaica Government has not been 
particularly favourable, so far, toward permitting the United Fruit Company 
to handle her bananas on these ships of ours; and that is in course of discussion 
now to see if we cannot come to some arrangement which will enable the United 
Fruit Company to use our vessels for their banana shipments, supplementing 
it with their own only when our space is entirely consumed and they require 
additional space for their shipments.
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Mr. Kennedy: What control have the Jamaica Government got over this?
Sir Henry Thornton : That is one of the provisions of the treaty.
Mr. McGibbon: What is the objection of the Jamaica Government to our 

ships?
Sir Henry Thornton: They do not object to our ships at all, but they do 

not want the 1 nited Fruit Company to use our ships. Speaking now on a guess, 
I rather imagine that they are fearful that it might result in the independent 
producer in Jamaica being crowded out of space on our ships, because these 
ships were provided primarily, as far as the Jamaica Government was concerned, 
to protect the rights of the independent grower.

Mr. Kennedy: Do you mean that the Jamaica Government can object 
to others shipping fruit in your boats?

Sir Henry Thornton: This Article 14 of the Treaty provides that on 
representations made by the respective Governments of Canada and Jamaica, 
such Governments shall have the control and allocation of space for the carriage 
of bananas. That paragraph represents the position.

Mr. Hanson: That is interpreted to mean that you shall take so and so’s 
bananas but not take those of somebody else.

Sir Henry Thornton: That is what it was intended to mean.
Mr. McGibbon: Evidently the United Fruit Company was looked upon as 

a monopoly down there.
Sir Henry Thornton : Undoubtedly.
Mr. McGibbon : The United Fruit Company are the biggest growers 

and exporters of fruit in the world, and use their own bottoms; and the inde
pendent growers of Jamaica wTere dependent upon the United Fruit Company 
for the disposal of their crop, and had to take whatever the United Fruit 
Company would offer.

Sir Henry Thornton : And that was what induced the Jamaica Government 
to go into this bargain.

Mr. McGibbon: And it made bananas cheaper to the Canadian consumer.
Sir Henry Thornton : I should think so undoubtedly.
Mr. Fraser: I find in the Trade Return for the calendar year of 1930 the 

number of bananas imported into Canada via the United States decreased by 
650,000 stems; and via our own vessels, that is from West Indies shipments, I 
presume, increased 640,000. Now the price of those that were imported to 
Canada via the United States cost us $1.67 a bunch ; and those that were 
imported direct cost us 40 cents a bunch.

Mr. Duff: Where do you get that?
Mr. Fraser: This is from the trade returns for 1930.
Sir Henry Thornton : The balance is probably rail haul and duty.
Mr. Power: But that has no relation to what we are discussing at the 

present time. Bananas may be coming in from all parts of the United States 
into Canada. We are only discussing those coming in through the Atlantic 
gateway or the St. Lawrence route.

Mr. Fraser: I look upon that as something which should be credited to the 
West Indian service.

Sir Henry Thornton : There is not any doubt but that the establishment 
of the banana service did have the effect of materially reducing the cost to the 
Canadian consumer.

Hon. Mr. Euler: I think I understood you to say that you were negotiating 
with the United Fruit Company to carry their fruit on your boats and that the
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Jamaican Government objected to that. Surely they cannot object if the 
Canadian boats carry the fruit of anybody else or of the United Fruit Company 
itself. I cannot understand the object of that objection.

Sir Henry Thornton : I though if we could come to some satisfactory 
understanding with the United Fruit Company, we could make an arrangement 
with the Canadian Government and, more particularly, with the Jamaican 
Government to permit us to do that. As we interpret the trade treaty, the 
Government of Jamaica can object to our handling the products of the United 
Fruit Company on our vessels.

Hon. Mr. Manion: That clause says “ On representations being made by 
the respective Governments of Canada and Jamaica ”—in other words they 
might take different ideas altogether, and where would you be supposing one 
insisted upon one thing and the other insisted upon a different thing?

Sir Henry Thornton: We cannot dictate to them. I cannot say. But we 
are trying to come to some arrangement which will commend itself to the 
Governments of both Canada and Jamaica, so as to enable us to handle the 
fruit of the United Fruit Company on our vessels. We have not presented this 
to the Canadian Government because we have not yet made the arrangement. 
We are going to try to convince the Jamaican Government that they really 
have nothing in particular to worry about, and that we will always take care 
of the independent fruit growers.

Hon. Mr. Euler: Is it not a fact that there will be room enough for the 
independent shippers?

Sir Henry Thornton: Undoubtedly.
Mr. Hanson : Sir Henry, you made the statement a little while ago that 

the price of bananas had been reduced since the entering into of this trade treaty 
and the establishment of the line of boats ; and I think perhaps you inadvertently 
led the committee to think that that perhaps was due to a single factor. Might 
I call your attention to the fact that, as I understand the banana trade, the 
bananas are not sold when they are brought in here, but they are brought in here 
and auctioned.

Mr. Allan: The first year of the treaty, they were auctioned on arrival ; 
but this year and last year they have dropped the auction and are selling them 
on the same basis as the United Fruit Company.

Mr. Hanson: You organized a fruit company, did you not, and built a 
big fruit warehouse at a cost of some $900,000?

Sir Henry Thornton : No, you are mistaken ; we did not organize any 
fruit company.

Mr. Hanson: I understood that you organized the fruit company.
Sir Henry Thornton: No, we had nothing to do with it and have no 

money in it.
Mr. Hanson : You have built or are building a warehouse in Montreal, 

costing about $900,000, have you not?
Sir Henry Thornton: That includes the general fruit and vegetable trade, 

and includes fruit and vegetables from all over Ontario and all over the coun
try- That is not for bananas at all, exclusively, but is for fruit and vegetables.

Mr. Geary: You have a similar space in Toronto?
Sir Henry Thornton: Yes.
Mr. Kennedy: And in Port Credit?
Sir Henry Thornton: For the handling of fruit and perishable commodi

ties, you have to have special facilities.
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Mr. Hanson : Is it not true that after the establishment of your line of 
steamers the United Fruit Company, which formerly had the whole of the 
banana trade with Canada, said that they did not intend to give that up without 
a struggle, and they established this line of boats to Saint John in -co-operation 
with the Canadian Pacific Railway, which delivers their stuff in Western Can
ada, and that there has been the fiercest kind of competition between the inde
pendent producers in Jamaica and the United Fruit Company, which has caused 
the price of that fruit to fall.

Sir Henry Thornton: I think that is true, but if this company had not 
been established by the trade treaty we would not have had the competition.

Mr. Hanson: You have to have all the factors.
Mr. Duff: I notice the cost of advertising is $88,000, instead of $32,000, 

as in 1929. Why the increase?
Sir Henry 1 hornton : It was the result of more intensive passenger solici

tation for the West Indies route, Mr. Duff. We have gone after the passenger 
business as hard as we knew how. That is really a result of a more intensive 
passenger solicitation.

Mr. Power: That cost you $50,000 more, and you got $50,000 more from 
passenger traffic?

Sir Henry Thornton: And having established that position, we probably 
will not have to spend that much money next year.

Mr. Cantley: And every passenger who goes down to the West Indies 
will be an advertiser for the route when he comes back.

Mr. Hanson: I have some figures here from the Bureau of Statistics with 
regard to the trade of Canada with the British West Indies, and having regard 
to the prognostications made in the House of Commons at the time this treaty 
was promoted, they are very illuminating. I would like to have this memo
randum in and put upon the record. If this committee is in agreement, I will 
read it.

DOMINION BUREAU OF STATISTICS 
External Trade Branch

Memorandum Showing—
(1) Total Trade of Canada with the British West India Colonies 

(Years ended March 31, 1930 and 1931)

Colonies

Imports into 
Canada from

Domestic Exports 
from Canada to

1930 1931 1930 1931

$ $ $ $

Bermuda..................................................................................... 93,460 297,0(M 2,287,280 2,492,260
British Guiana.......................................................................... 3,982,493 4,288,157 1,661,332 1,139,915
British Honduras..................................................................... 340,577 207,186 892,518 1,742,464
British West Indies—

Barbados............................................................................ 4,675,158 4,264,508 1,324,569 1,118,603
Jamaica............................................................................... 5,194,973 4,792,599 5,138,757 3,749,394
Trinidad and Tobago..................................................... 2,590,157 2,321,007 3.998,197 3,286,070
Other Br. West Indies.................................................... 1,210,625 2,571,816 4,567,639 4,273,905

Total Trade....................................................... 18,078,443 18,742,277 19,870,292 17,802,611
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(2) Total Trade of Canada with the British West India Colonies via the United States 
(Year ended March 31, 1930)

Imports via U.S. Exports via U.S.

Amount % of Total Amount % of Total

Bermuda......................................................................................

S

537

%

0-57

$

90,308
139,558

9,670

%

3-93
8-37
1-08

British Guiana...........................................................................
British Honduras..................................................................... 141,517 41-56

British West Indies—
Barbados............................................................................. 75,600 

1,529,524 
672,576 
280,142

5- 66 
29-76 
16-81
6- 13

Jamaica................................................................................ 3,426 0-06
Trinidad and Tobago......................................................
Other Br. W7est Indies.................................................... 11,021 0-91

Total Br. West Indies..................................... 14,447 0-11 2,557,842 17-02

Total Br. West India Colonies..................... 156,501 0-86 2,797,378 14-07

(3) Total Trade of the United States with the British West India Colonies 
(Year ended December 31, 1930)

Imports from Exports to

1929 1930 1929 1930

$ $ $ $

Bermuda...................................................................................... 773,456 659,103 4,000,140 4,697,803
British Guiana........................................................................... 829,595 738,913 1,099,329 1,044,544
British Honduras....................................................................
British West Indies—

3,335,603 2,682,148 1,893,150 1,653,112

Barbados........................................................................... 493,353 498,868 1,387,633 1,358,010
Jamaica................................................................................ 7,528,409 7,763,229 9,131,010 8,374,166
Trinidad and Tobago...................................................... 10,823,322 8,373,886 6,735,923 6,239,438
Other Br. West Indies.................................................. 2,404,984 1,659,774 6,002,149 4,704,522

Total Trade...................................................... . 26,188,722 22,375,921 30,249,340 28,071,595

Mr. Hanbury: A drop in exports means less purchasing power. Because 
we are getting bananas more cheaply, the growers have less purchasing power.

Mr. Hanson: There was a drop of about $2,000,000 in the domestic 
exports from Canada in 1931 to the British West Indian Colonies. *

Mr. Both well: I think it would be a good idea to take the whole com
mittee down to the West Indies on a trip.

Sir Henry Thornton : I think that motion is carried.
Mr. Hanson: I would ask to have this sheet put in the minutes.
Mr. Duff: I will second that.
Hon. Members : Carried.
Mr. Hanson: There is no doubt about it that Canada made the most 

expensive agreement with the British West Indies, and these figures tell the 
story.

Mr. McGibbon: But that has saved the Maritime Provinces.
Mr. Euler: Mr. Chairman, I again move the adoption of the report.
Mr. Duff: I second Mr. Euler’s motion.
Carried.
Mr. Fraser: Mr. Chairman, before you close up, I want to ask one ques

tion. I made a request yesterday for the revenue and expenditure in connection
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with the tri-city, if you like to call it such, service of the Canadian National 
Steamships between the three cities on the Coast, Vancouver, Victoria and 
Seattle. The reply which I got was that it was a pretty difficult matter, as I 
understood it,—I have not seen the record—to segregate those expenses and 
revenues. I would like to ask the President of the road if it would not be 
possible to file with the committee a detailed statement of the services.

Mr. Chairman, I know perfectly well I am out of order, because the thing 
is passed.

The Chairman : As far as I am concerned, I told you that would not be 
opened again. Sir Henry Thornton was good enough to say that any question 
which any one asked would be answered. I look to him to carry out his promise.

Sir Henry Thornton: We have a detailed statement here, Mr. Fraser, 
and I think if you loo kthis over, and take a copy of it, if you like, that that will 
give you the information you want. Might I ask you if, after the meeting is 
over, you would look it over and see if that is satisfactory?

Mr. Duff: Do you want to have it on the record?
Mr. Fraser: Yes, I would like it on the record because when we are dis

cussing this in the House, it might be helpful.



CANADIAN NATIONAL STEAMSHIPS (PACIFIC) 
Income Statement—Y bar 1930

Operation of DocksOperation of Vessels

\ aneouver, 

Rupert,

and 
Ketchikan

Grand
Total

\ aneouver, 
Prince 

Rupert, 
Queen 

Charlotte!

\ aneouver 
and 

Alaska
Tri-City
Service Excursions]

TotalVancouver

$ ots 
7,905 63 

82,940 03

$ cts 
291,681 80 
761,014 66 
44,450 00

78,276 05

$ cts. 
145,457 10 
280.539 57 

12.300 00

$ cts 
35,352 07 

289,548 05 
1,500 00

291,681 80102,967 10
751,014 6517,070 5479.915 20
44.450 0030,058 00

1.790 00 
1,095 53

42,079 50 
1,204 05

11,652 41 
13,599 00

55,421 91 
10,499 8430,501 42 61,776 8113,575 85 13,329 09 4,370 45

1,148,923 20 43,284 15 3,485 53 25,162 07 71,921 75217,902 81 121,347 58 18.070 64 1,220.845 01451,872 52 339.729 81

Revenue—
Freight.
Passenger..
Rail...........
Rents of Buildings and Other Property. 
Miscellaneous.

Total Revenue..

Expenses—
Maintenance of Equipment 
Maintenance of Terminals.
Traffic Expenses....................
Transportation Expenses (Operation of Ves

sels)................................................. ......................

minais)...............
Incidental Expenses 
General Expenses..

Total Expenses

Net Revenue. 
Tax Accruals...........

Operating Income .

Non-Operating Income—
Miscellaneous Rent...................................................
Income from Unfunded Securities and Ac

counts.................................................. .................

Gross Income..

Deductions from Gross Income— 
Miscellaneous Rents.......................

Net Income..................
Profit and Loss Account.

Net Profit or Loss................
Interest at 5% per annum..........
Depreciation at 3% per annum.

Deficit.

89,401 58

19,123 20

325,229 25

39,865 82 
4,293 44 

81,309 38

559,282 67

107,410 15 
268 90

107,679 06

694 15

106,984 90

106,984 90

106,984 90 

26,936 89

178,818 63

42,895 32

23,424 98

153,141 52

8,770 48 
1.222 03 

50,967 28

280,421 61

59,308 20 
142 56

59,165 64

500 15

59,665 79

59,665 79

59.665 79 
39.191 20 
22,514 34

#,059 76

43,890 20

5,562 22

161,595 65

27,906 07 
728 93 

39,153 52

278,836 59

60,995 78 
171 56

61,106 34

334 75

60,770 59

60, 770 69

60,770 59 
27,084 7ti 
16,250 85

104,106 #0

28,120 09

11,804 26

181,757 20

3,189 27 
575 88 

53,280 21

278,726 90

167,379 5# 
92 02

167,471 34

208 16

167,963 IS

167,963 IS

167,963 18 
64,001 11 
39,400 35

960,664 94

1,178 67 

'"'832 37 

6,675 46

4 15 
1,561 87

10,252 52

7,818 02 
6 03

7,811 99

27 76

7,839 75

7,839 75

7,839 75 
6,101 11 
3,660 69

1,991 9 s

205,485 86

60,747 02 

828,399 08 

79,731 64 

226,332 26

1,407,520 29

968,697 03 
681 07

969,978 10

1,764 97

967,613 13

967,613 IS

957,613 13 
181,273 02 
108,763 02

647,549 17

21,690 31

15,264 62 
82 44

4,530 22

41,567 49

1,716 66 
12,710 47

10,993 81

10,993 81 

25,397 83

36,391 64

36,391 64

57,060 29

5,846 72

2,200 64

65,097 65

61,619 19 
3,846 33

66,468 46 

1,315 00

64,149 45

64,149 45

64,149 46

60,461 99

37,866 04 

3,974 50

92,413 83

67,961 76 
13,969 05

81,930 81

81,930 81 

25,182 92

106,413 73 
24,102 90

88,310 83

129,202 59

58,977 28 
193 74 

10,705 36

199,078 97

197,167 99 
30,525 85

157,683 07 

1,315 00

156,308 07 

50,580 75

906,948 81 
24,102 90

189,846 99

205,485 86 
129,202 69 
60,747 02

828,399 08

128.708 92 
7,018 17 

237,037 62

1,606,599 26

385,754 95 
31,206 92

416,961 17

1,315 00 

1,764 97

413,881 90 

50,580 75

494,491 96
24,102 90

440,359 06
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Mr. Hanbury: Mr. Chairman, I would like to suggest to the officials of the 
Canadian Government Merchant Marine and the West Indies service that at 
the next meeting, which will be next year, they provide us with figures showing 
the several commodities, both imported and exported, on these services, if it is 
possible to get this information. I think that information would be very valu
able.

The Chairman: I do not think any information of that kind appears on 
the manifests.

Mr. McLaren : That is strictly a matter between the shipper and the im
porter, and that is secret information which is only disclosed to the customs, 
and comes out afterwards in the report; but the company would not disclose 
their customers or the goods which they ship.

The Chairman: I find it very difficult information to get frpm any steam
ship line.

Mr. Duff: Do we have to have a resolution adopting these estimates?
Hon. Mr. Manion: That would be in our report.
Mr. Duff: Then I move that the estimates of the Canadian National 

Steamships and the Canadian Government Merchant Marine, amounting to 
$1,343,500, be approved.

The Chairman: Would you mind including in that motion the three esti
mates, the estimates of the Canadian National Steamships, the Maritime 
Freight Rates Act, and the Canadian Government Merchant Marine.

Mr. Duff: No, just the two, sir.
Hon. Mr. Manion: On the other side is the Maritime Freight Act esti

mates?
Mr. Duff: Is not that statutory?
Mr. Power: That has to come before the House for discussion.
Mr. Duff: I move that those two items, $588,500 to the Canadian Gov

ernment Merchant Marine, Limited, and the $755,000 to the Canadian 
National (West Indies) Steamships, Limited, be approved by the committee 
and recommended to Parliament.

The Chairman : They are items 381, 382, 379 and 380.
Mr. Duff: No, I think there are only two items.
Hon. Mr. Manion : I am informed by the officials here that they were all 

passed last year.
Mr. Geary: Those are estimates of deficits to be provided.
Mr. Duff: Yes, I am right, Mr. Chairman. We do not deal with the Mari

time freight rates.
Hon. Mr. Manion : The officers claim that we did last year.
Mr. Smart: This is the reference from the House:

Ordered,—That the Estimates respecting the Canadian National 
Steamships and the Maritime Freight Rates Act, presented to the House 
on the 13th April, be referred to the Select Standing Committee on Rail
ways and Shipping owned, operated and controlled by the Government, 
and that the Order referring the same to the Committee of Supply be 
discharged.

Mr. Geary: I do not think they are ever referred to us to report and 
approve.

Mr. Smart: Whatever is referred to the committee would have to be 
reported back.
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Hon. Mr. Manion : The officials can make out the resolution in the proper 
form?

Mr. Duff: Yes. Is there anything else, Mr. Chairman.
Mr. Geary: Does Mr. Power move the Maritime freight rates?
Mr. Power: I do not. Mr. Chairman, when will you have the report ready 

for our consideration?
Mr. Hanson: I think it would be wise to have a small sub-committee 

appointed to draft the report.
Mr. Power: No, let the chairman work, and whatever he submits we can 

tear to pieces.
The Chairman: As far as I am concerned, I would sooner appoint a com

mittee for the purpose. However, I will have a draft made, and some day next 
week we will call the committee together, as early as possible, and submit the 
draft report to them for their approval.

We will call the meeting in the usual way, and you will all receive notice.

The committee was adjourned sine die, to the call of chair.
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ORDERS OF REFERENCE

Hovse of Commons,
Thursday, May 14, 1931.

Resolved,—That Standing Order 63 of the House of Commons, relating to 
the appointment of the Select Standing Committees of the House, be amended 
by adding to the Select Standing Committees of the House for the present 
session a Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government, to which will be referred the accounts and 
the estimates of the Canadian National Railways and the Canadian Govern
ment Merchant Marine for the present session, for consideration and report 
to the House.

Provided, however, that nothing in this resolution shall be construed to 
curtail in any way the full right of discussion in Committee of Supply, and 
that the said Committee consist of Messrs. Beaubien, Bell (St. Antoine), Both- 
well, Cantley, Chaplin, Duff, Euler, Fiset (Sir Eugène), Fraser (Cariboo), 
Geary, Gobeil, Gray, Hanbury, Hanson (York-Sunbury), Heaps, Kennedy 
(Peace River), McGibbon, MacMillan (Saskatoon), Manion, Power, Rogers, 
Stewart (Lethbridge).

Attest.
ARTHUR BEAUCHESNE,

Clerk of the House.

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

Attest.
ARTHUR BEAUCHESNE,

Clerk of the House.

Friday, June 5, 1931.
Ordered,—That the said Committee be given leave to sit while the House it, 

sitting.
That 500 copies of proceedings and evidence which may be taken by the said 

Committee be printed from day to day, as required, and that Standing Order 64 
be suspended in relation thereto.

Attest.
ARTHUR BEAUCHESNE,

Clerk of the House.
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ORDERS OF REFERENCE—Continued

Wednesday, June 10, 1931.
Ordered,—That the following Bills be referred to the said Committee :—
Bill No. 79, An Act respecting the Canadian National Railways and to 

authorize the provision of moneys to meet expenditures made and indebtedness 
incurred during the calendar year 1931.

Bill No. 83, An Act respecting the Canadian National Railways and to 
authorize the guarantee by His Majesty of securities to be issued under the 
Canadian National Railways Financing Act, 1931.

Attest.
ARTHUR BEAUCHESNE,

Clerk of the House.

Wednesday, June 24, 1931.
Ordered,—That the Estimates respecting the Canadian National Steam

ships and the Maritime Freight Rates Act, presented to the House on the 13th 
April, be referred to the Select Standing Committee on Railways and Shipping, 
owned, operated and controlled by the Government, and that the Order refer
ring the same to the Committee of Supply be discharged.

Attest.
(Sgd.) T. M. FRASER,

For Clerk of the House.
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REPORTS OF THE COMMITTEE 

First Report
Friday, June 5, 1931.

The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government beg leave to present the following as a First 
Report.

Your Committee recommend:—
1. That your Committee be given leave to sit while the House is sitting.
2. That 500 copies of proceedings and evidence which may be taken by your

Committee be printed from day to day, as required, and that Standing 
Order No. 64 be suspended in relation thereto.

All of which is respectfully submitted.

J. D. CHAPLIN,
Chairman.

Concurred in by the House, June 5, 1931.

Second Report

Wednesday, June 25, 1931.
The Select Standing Committee on Railways and Shipping, owned, oper

ated and controlled by the Government, beg leave to present the following as 
their second report.

Your Committee have had under consideration the following Bills, and 
have agreed to report the said Bills without amendments, viz:—

Bill No. 79, An Act respecting the Canadian National Railways and to 
authorize the provision of moneys to meet expenditures made and indebtedness 
incurred during the calendar year 1931 ; and

Bill No. 83, An Act respecting the Canadian National Railways and to 
authorize the guarantee by His Majesty of securities to be issued under the 
Canadian National Railways Financing Act, 1931.

All of which is respectfully submitted.

J. D. CHAPLIN,
Chairman.
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National Railways, 122, 149, 213, 225-26, 250.

Mr. J B. McLaren, Comptroller, Finance Department, Canadian National Railways, 33, 
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REPORT

Housf of Commons, Canada,
Thursday, July 16, 1931.

The Select Standing Committee on Railways and Shipping, owned, operated 
and controlled by the Government, beg leave to present the following as their 
Third and Final Report.

Your Committee, to whom was referred for consideration and for report 
to the House the estimates on the Canadian National Steamships and Maritime 
Freight Rates Act, the Canadian Government Merchant Marine, the Canadian 
National (West Indies) Sendees, and the Maritime Freight Rates Act require
ments, held thirteen meetings in the course of which they examined sundry- 
witnesses, including:—

Sir Henry Thornton, K.B.E., Chairman of the Board and President, C.N R.;
V. I. Smart, Deputy Minister of Railways and Canals;
J. E. Labelle, Director, C.N.R.;
S. J. Hungerford, Vice-President; Operation and Construction Departments, 

C.N.R.;
D. C. Grant, Vice-President, Finance Department, C N R.;
R. C. Vaughan. Vice-President, Purchases and Store- Department, C.N.R ;
R. L. Burnap, Vice-President, Traffic Dept., C.N.R.;
D. E. Galloway, Assistant Vice-President, C.N.R.;
S. W. Fairweather, Director, Bureau of Economics, C.N.R. ;
J. B. McLaren, Comptroller, C.N.R.;
T. H. Cooper, Assistant Comptroller, C.N.R.;
C. B. Brown, Chief Engineer of Operation, C.N.R.;
C. S. Gzowski. Chief Engineer of Construction, C.N.R.;
Dr. W. J. Black, Director of Colonization, C.N.R.;
B. J. Roberts, Comptroller of Government Guarantee Branch, Department 

of Finance;
R. B. Teaklc, Vice-President, C.N.S.S.;
A. H. Allan, General Manager, C.N.S.S.

CANADIAN NATIONAL RAILWAYS 

Bill 79
Your Committee have had under consideration Bill 79 “An Act respecting 

the Canadian National Railways and to authorize the expenditures made and 
indebtedness incurred during the calendar year 1931 ” amounting to $68,500,000 
and have agreed to report the same without amendment.

Bill 83
\ our Committee have also had under consideration Bill 83, “An Act 

respecting the Canadian National Railways and to authorize the guarantee 
by His Majesty of securities to be issued under the Canadian National Rail
ways Financing Act, 1931 ”, and beg leave to report the same without amend
ment.
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The Committee have considered the general report of last year’s operations 
of the railway made by Sir Henry Thornton a? President of the Company and 
Chairman of the Board of Directors and were particularly interested in his 
expressed intention to reduce the expenditures on capital account and wher
ever possible on operation and maintenance. Your Committee heartily approve 
of such proposed action and recommend that for the present projects entailing 
capital expenditure be curtailed as far as possible.

Your Committee desire to call the Attention of the House to the proposal 
made by Sir Henry Thornton at one of the sessions of the Committee. He 
referred to the serious position of the transportation business generally and 
recommended that a commission be appointed for the purpose of considering 
the whole question of Canadian Transportation. Your Committee regard such 
a recommendation coming from such a source at this time as worthy of the 
serious consideration of the government.

Canadian Government Merchant Marine
Your Committee have had under consideration Item 379 of the estimates— 

loan to the Canadian Government Merchant Marine, Limited, to be applied in 
payment of deficits in operation of the Company and of the vessels under the 
Company’s control during the year ending December 31st, 1931, amounting in 
all to $588,500.

Your Committee also reviewed the balance sheet of the Company and are 
of the opinion that the amount of $588,500 included under Item 379 of the 
estimates, is required for the purposes of the Company and should be granted 
by this House.

Your Committee believe that the time has come when the Government 
should very carefully consider the abandonment of the Canadian Government 
Merchant Marine, and the making of arrangements with other shipping com
panies so that the external trade of Canada will not be jeopardized. In this 
respect we wish to point out that the total original cost of this enterprise which 
was undertaken solely as a result of the exigencies of the war was approximately 
$80,000,000.

After almost ten years of operation there has not been a single year in 
which an operating profit has been shown by the Merchant Marine.

Throughout the whole period, a deficit of over $57,000,000 has accumulated, 
including depreciation on ships sold and interest due the Government, but 
does not include accrued depreciation on vessels remaining in the fleet, which 
depreciation amounts to more than $17,000,000 in addition. Your Committee 
has been informed that the ships are for the most part obsolete and only part 
of the fleet is now in operation.

Canadian National HLest Indies) Services
Your Committee have had under consideration Item 380, loan to the 

Canadian National (West Indies) Steamships, Limited, whose steamships pro
vide the services called for by the West Indies Trade Agreement.

Your Committee note that the operations for the year ending December 
31-t, 1930, resulted in an operating loss of $523.136.98, which is partly offset 
by the fact that previously a subsidy equal to $380,000 per annum was paid 
to a private company by the Dominion Government for a similar service.

Your Committee further believe that the steamship service established 
on the Pacific Coast and known as the Triangular Service between Vancouver, 
Seattle and Victoria, should not have been established as it does not earn its 
operating expenses. We, therefore, recommend that serious consideration be 
given to immediate action looking toward the elimination of this loss.
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Maritime Freight Rates Act
Your Committee have also had under consideration Item 382 of the esti

mates. to provide for the payment to the Canadian National Railway Company 
as required by the Maritime Freight Rates Act, of the deficit incurred during 
1931 on Eastern Lines, the amount of the estimated deficit being $6,631.856, 
and in addition the sum of $2,450,632, representing the estimated amount by 
which the revenues of the Eastern Lines will be lessened during the coming 
year by the reduced rates granted under the Maritime Freight Rates Act in 
accordance with the recommendations of the Duncan Commission.

By reason of the special consideratioa* involved in the Maritime rail
way situation, with which the House is familiar, your Committee are of the 
opinion that these amounts are necessary to give effect to the Maritime Freight 
Rates Act in the operation of the Eastern Lines.

Your Committee have also had under consideration Item 381, to provide 
the sum of $900,000 from which privately owned railways operating in terri
tory covered by the Maritime Freight Rates Act shall be reimbursed the differ
ence between normal tolls and special tolls provided by that Act. Lour 
Committee are of the opinion that this amount is necessary to implement the 
provisions of the Act in that regard and should be granted by this House.

Certain questions relating to the salaries and emoluments paid to executive 
officers of the Company were asked by members of the Committee, and were 
by Resolution of the Committee submitted to a sub-committee for considera
tion. The report of the sub-committee has been received accompanied by a 
statement from the President of all salaries of $15,000 per annum and over, 
together with the names of the officials receiving them. The President, Sir 
Henry Thornton has expressed the opinion that it is not in the best interest- 
of the Railway that the list of such salaries and the names of the recipients 
be published.

Your Committee while of opinion that many of the salaries are much too 
generous, and in some instances excessive, accede to the expressed wish of the 
President that the list be not published for the reasons given by him.

Your Committee, however, are of opinion that the salary of the President 
stands on a different footing as he has a term Contract calling for the payment 
of $75,000 per annum from the National Railways and all its subsidiaries, besides 
legitimate out-of-pocket expenses, which wras negotiated by the previous Gov
ernment and approved by Order in Council. Therefore, to all intents and 
purposes the salary of the President is a matter of contract with the Dominion 
of Canada and is a public document.

Your Committee also are informed that in addition to the contractual 
-alary of the President above referred to, he is, with the approval of the former 
Board of Directors, in receipt of other substantial amounts in the form of 
salary and emoluments, which he receives in addition to his contractual salary.

It has also come to the knowledge of your Committee that the late Board 
of Directors in the year 1929 passed a Resolution recommending the payment 
of an Annuity of $30,000 per annum for life to Sir Henry Thornton, if his 
services to the Railway should at any time be terminated. Your Committee 
are of opinion that such Resolution was unnecessary and should be rescinded 
forthwith. If later on the services of Sir Henry Thornton are discontinued 
and his contract terminated, the matter of a retiring allowance may then be 
discussed on its merits, by the Directors and the Government.

In view of the decreased revenues of the Company, and the economies 
being made in other branches of the service, your Committee are of opinion 
that the Executive Committee of the Board of Directors should immediately 
consider the whole question of salaries, allowances, disbursements, pensions and 
retirement provisions for executive officers and officials of the Company, receiv-



304 SELECT ST AS D I.X G COMMITTEE

ing salaries of $.5,000 and over in order that every reasonable and proper 
economy should be effected.

Your Committee recommend that immediate action be taken in these 
matters and a report be made to the Select Standing Committee on Railways 
and Shipping, owned, operated and controlled by the Government, at the next 
Session of Parliament.

Your Committee strongly condemn the practice which has grown up under 
which the National Railways are chargeable with large amounts for payment 
for the Social Entertainment and other activities of officials on other than 
official business. Your Committee recommend that this practice should be 
discontinued forthwith. Expenditures for such purposes are in the opinion of 
your Committee, wrong in principle and practice, and should never have been 
permitted.

When it is necessary in the interest of the business of the Railway that 
moneys should be expended chargeable to the Railway for entertainment then 
it should be approved by the Executive Committee.

In reporting the result of the conferences of the Committee with the Presi
dent and officials of the railway, your Committee would draw the attention 
of Parliament to the magnitude of the task which was referred to them by 
the House. In the opinion of your Committee, it is a practical impossibility 
to conduct an exhaustive enquiry into the affaira and management of the 
Canadian National Railway- and Mercantile Marine within the time at the 
disposal of the Committee. The result of the partial investigation conducted 
by the Committee is by no means adequate, complete or satisfactory. Full 
justice cannot be done in respect of an undertaking of so great magnitude 
without much greater time than the Committee had at their disposal. The 
Committee desire to emphasize this phase of the matter to the House, and 
recommend that in order that the operations of the Company be fully scrutinized, 
a thorough audit by an independent auditor, appointed by the Government 
should be made from time to time of all such matters and accounts as may be 
designated by the Minister and report to him.

Your Committee are glad to record that all the Members present as here
inafter stated are unanimous in the foregoing report, namely :—

Hon. R. .1. Manion, Minister of Railways, Canals and Telegraph Lines, 
Hon. ,1. D. Chaplin, Chairman,
Hon. Robert Rogers,
Hon. W. D. Euler, and

Messrs.:
Beaubien,
Bell (St. Antoine).
Bothwell,
Cantlev,
Duff,
Fiset (Sir Eugène),
Fraser (Cariboo),
Gobeil,
Gray,
Hanbury,
Hanson ( York-Sunbury),

' Heaps,
Kennedy (Peace River),
McGibbon,
MacMillan (Saskatoon),
Power, and 
Stewart (Lethbridge).
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Your Committee append hereto a copy of the proceeding and evidence 
adduced before your Committee, for the information of the House, and recom
mend that the same, together with this report, be printed as an Appendix to 
the Journals of the House.

All of which is respectfully submitted.
J. D. CHAPLIN,

Chairman.

CANADIAN NATIONAL RAILWAYS

Cash Loans and Guarantees fkom Dominion Government from April 1, 1919, to
December 31, 1930

Cash Loans

April 1, 1919. to March 31, 1923.. 
April 1, 1923. to December 31, 1930

$389,743,789 34 
57,482,652 91

$447,226,442 25
Guaranteed Bond Issues

Gross Retirements Net
$128,109,027 00 $11,573,027 00 $116,536,000 00April 1, 1919. to March 31, 1923

April 1, 1923, to December 31, 1930.. .. 441.500.000 00 65500.000 00 376,000.000 00

$569,609,027 00 $77,073,027 00 $492,536,000 00
Note 1.—In addition to the new securities issued as above under Act 10, George V',

Chapter 17 (assented to November 10, 1919) the Government guaranteed the interest in 
perpetuity on Grand Trunk Railway Guaranteed and Debenture Stocks then outstanding 
having a par value of $216,207,141.67, and

Note 2.—Under Act 17, George V. Chapter 27 (assented to March 31, 1927) the Gov
ernment guaranteed the principal and interest on $34,927.09820 2 per cent Canadian 
National Guaranteed Debenture Stock to be issued in exchange for a like amount of 
Grand Trunk Pacific Railway 4 per cent Perpetual Debenture Stock. $4,367,984.20 has 
;ince been retired, leaving $30559.114 outstanding at December 31, 1930.

The total increase in guarantees outstanding therefore is:—
1919-1923 

$116536,000 00 
216.207.141 67

$376,000 000 00 
30,.559,114 00

1923-1930

$332,743,141 67 $406,559,114 00
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