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ORDERS OF REFERENCE
Tuespay, February 1, 1944.

Resolved,—That Standing Order 63 of the House of Commons, relating to
the appointment of Standing Committees of the House, be amended by adding
to the Standing Committees of the House for the present session a Standing
Committee on Railways and Shipping owned and operated and controlled by
the Government, to which will be referred accounts and estimates and bills
relating thereto of the Canadian National Railways, the Canadian National
(West Indies). Steamships, and Trans-Canada Air Lines for the present session,
for consideration and report to the House; provided however that nothing in
the resolution shall be construed to curtail in any way the full right of discussion
in Committees of Supply; and that the said Committee consist of: Messrs.
Donnelly, Dubue, Dufocher, Emmerson, Ferland, Gray, Hanson (Skeena),
Harris, (Danforth), Hazen, Howden, Jackman, Lockhart, Michaud, McCulloch,
Maybank, Nicholson, Parent, Pouliot, Roebuck, Ross (Middlesex East), Sander-
son, Shaw and Sissons.

Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.

Ordered —That the Standing Committee on Railways and Shipping owned,
operated and controlled by the Government, 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.

MonbAay, March 20, 1944.

Ordered,—That the Annual Report of the Directors of Trans-Canada Air
Lines, for the year ended December 31, 1943, tabled this day, be referred to
the said Committee.

Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.
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iv STANDING COMMITTEE
TuespAy, March 21, 1944,

Ordered,—That the following reports:

Annual Report of the Canadian National Railway System for the
year ended December 31, 1943; ‘

Annual Report of the Canadian National (West Indies) Steamships,
Limited, for the year ended December, 1943;

Annual Report of the Canadian National Railways Securities Trust
for the year ended December 31, 1943;

be referred to the said Committee, together with the following item of estimates
for 1944-45:

387. Maritime Freight Rates Act, Canadian National Railways;

388. Maritime Freight Rates Act, Railways other than Canadian National;

408. Canadian National (West Indies) Steamships, Limited, capital
advances;

409. Prince Edward Island Car Ferry and Terminals Deficit, 1944.
Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.

Fripay, March 24, 1944.

Ordered,—That the report of the firm of George A. Touche and Company,
Auditors of the Accounts of the Canadian National Railway System, Canadian
~ National Securities Trust, Trans-Canada Air Lines and Canadian National
" (West Indies) Steamships Limited, for the year ended December 31, 1943, and
the Financial Budget of the Canadian National Railways and the Canadian
National (West Indies) Steamships Limited for the calendar year 1944, be
referred to the said Committee. ;

Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.

Monpay, March 27, 1944.

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

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

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

Ordered,—That the name of Mr. Hanson (York-Sunbury) be substituted
for that of Mr. Hazen on the said Committee.

Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.
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REPORT TO THE HOUSE
Monpay, March 27, 1944.

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

Your Committee recommends:

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

2. That it be given leave to sit while the House is sitting.
3. That its quorum be reduced from 12 to 8 members.

All of which is respectfully submitted.

J. P. HOWDEN,
Chairman.

Concurred in March 27, 1944






MINUTES OF PROCEEDINGS

Monpay, March 27, 1944.
(1)
The Standing Committee on Railways and Shipping owned, operated and

controlled by the Government met this day at 11 o’clock. Mr. J. P. Howden, the
Chairman, presided.

Members present: Messrs. Emmerson, Hanson (Skeena), Howden, Jackman,
MecCulloch, Maybank, Michaud, Nicholson, Parent, Sanderson, Shaw and
Sissons. (12).

Honourable C. D. Howe, Minister of Munitions and Supply, was present.

The Committee decided to ask leave to print its minutes of proceedings and
evidence, to sit while the House is sitting and to reduce its quorum.

On Motion of Mr. Hanson (Skeena), seconded by Mr. Maybank,—

Resolved,—That the Committee ask authority to print from day to
“day 500 copies in English and 200 copies in French of its minutes of pro-
ceedings and evidence.

On motion of Mr. McCulloch, seconded by Mr. Parent,—
Resolved,—That the Committee ask leave to sit while the House is
sitting.
On motion of Mr. McCulloch,—

Resolved,—That the Committee be authorized to reduce its quorum
from 12 to 8 members. E

It was agreed to take up first the study of the report of the Trans-Canada
Air Lines for the year ended December 31, 1943.

Mr. H. J. Symington, K.C., President, of the Trans-Canada Air Lines, was
called. He read his report and was examined thereon. The witness was assisted
by Mr. W. English, Assistant Vice-President; Mr. T. H. Cooper, Comptroller of
Canadian National Railways and Trans-Canada Air Lines, and Mr. S. May,
Auditor of the C.N.R. and the T.C.A.

On motion of Mr. Nicholson and by unanimous consent of the Committee,
Mr. Hanson (York-Sunbury), was permitted to examine the witnesses.

Hon. Mr. Howe was questioned on T.C.A. operations and matters connected

therewith. He was assisted by Commander C. P. Edwards, Deputy Minister of
Transport .

Mr. Symington read a supplementary statement relative to operating rev-
enues and expenses.

The witness was retired.

At 12.55 p.m., the Committee adjourned until 4 p.m. o’clock this day.

vii
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AFTERNOON SITTING

(2)

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government, resumed at 4 o’clock p.m. Mr. J. P. Howden, the
Chairman, presided.

Members present: Messrs. Donnelly, Emmerson, Hanson (Skeena), Hanson
(York-Sunbury), Harris (Danforth), Howden, Jackman, McCulloch, Maybank,
Michaud, Nicholson, Parent, Sanderson and Sissons. (14).

Mr. H. J. Symington was recalled and his examination was continued.

Messrs. T. H. Cooper and W. English were also called and supplied answers
to certain questions. They were retired.

Mr. Nicholson suggested that an official of the Post Office Department be
called to give evidence on the C.P. Air Lines mail rates.

Commander C. P. Edwards was called and replied to questions relating to
the Department of Transport. He agreed to table the following information:—

1. Orders in Council relating to certain air routes.
2. A statement of applications for air routes licences and transfers made by
C.P. Air Lines showing dates of applications.

Information concerning passenger, express and mail rates was also requested
from the Board of Transport Commissioners.

Mr. Symington gave a statement on T.C.A. personnel, and was questioned
thereon.

At the request of Mr. Hanson (York-Sunbury), witness tabled a schedule
of T.C.A. personnel showing the amount paid in each category.

Ordered,—That the above schedule be printed as an appendix. (See Appen-
dixz A, to-day’s minutes of proceedings and evidence.)

Consideration of the Annual Report of Trans-Canada Air Lines having been
compgated, on motion of Mr. McCulloch, it was adopted and Mr. Symington
retired.

: ’4?.1': l? o’clock, p.m., the Committee adjourned until Tuesday, March 28, at
o’clock, p.m.

ANTONIO PLOUFFE,
Clerk of the Commuttee.




MINUTES OF EVIDENCE

Housk or ComMONS,

March 27, 1944.

The Standing Committee on Railways and Shipping met this day at
11 o’clock a.m. The Chairman, Mr. J. P. Howden, presided.

The Caarrman: Gentlemen, we have a quorum and I think perhaps we
should get down to business. May I say to the members of the committee that
they are the ones who are really in charge of these proceedings, and it is up to
them to decide upon what we shall do. It is well known to all members that
the house is very busy with committees at the present time. I think possibly
there are three matters that should be considered in the beginning, first among
which is the reduction of the quorum of this committee to a workable number;
secondly, I believe we should ask for the printing of our proceedings if it meets
the wishes of the committee to do so; and in the third place we shall certainly
have to sit while the house is in session and shall have to obtain permission in
order to accomplish that end. What is your wish, gentlemen?

Mr. Haxsox (Skeena): I move, Mr. Chairman, that we ask permission
to print five hundred copies in English and two hundred in French of our day
to day proceedings.

Mr. Maysank: I second that.

Motion agreed to. : «

The CuarmMAN: Then there is the matter of asking leave to sit while the
house is in session.

Mr. McCuLrocH: I move that.

Mr. Parent: 1 will second it.

The CHAIRMAN: A seconder is not necessary. What is your pleasure,
gentlemen?

Motion agreed to.

The CuamrMAN: Then there is the third matter, that the committee be
authorized to reduce its quorum to a certain number of members. What is the
wish of the committee in this respect?

Mr. JackmaN: How many are on the committee, and what is the present
quorum? ;

The CuamrMman: The quorum is twelve, I believe.

Mr. Jackman: Out of how many?

The Crerk: Twenty-three.

Mr. MayBank: What did we-have last year?

The CuamrMmAN: I think we reduced it to eight members, in order to
facilitate business.

Mr. MayBank: We may as well have it the same as it was in other years.

Mr. Parent: There are so many committees sitting at the same time, it is
sometimes difficult to get a quorum when the number is larger.

Mr. McCurroce: I move that we have a quorum of eight.
The Cuamrman: What is your pleasure, gentlemen?

Motion agreed to.
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The CuAlRMAN: Gentlemen, it is the wish of the authorities of the railway
and of the T.C.A, that we go ahead in the first place with consideration of the
Trans-Canada Air Lines report. If that meets with your approval, we shall
proceed in that manner. Is that agreeable?

Some Hon. MEMBERs: Yes.

The CramrMaN: There is another matter that we ought to decide now,
with regard to obtaining permission from the house to sit while the house is in
session. In the event of our obtaining this permission this afternoon, is it the
wish of this committee that we should reassemble this afternoon at 3.30 or
4.00 o’clock?

Mr. Parent: It would save the time of the officials, and we have a lot of
work to do. I think we should do that.

Mr. MayBank: Make it 4.00 o’clock.

The Cuamman: All right, then. It is agreed that we shall meet at
4.00 o’clock if this request passes the house.

Mr. MayBank: If it carries in the house?

The Cuamrmax: Yes. We have with us this morning Mr. H. J. Symington,
K.C,, President of Trans-Canada Air Lines and other officers who are appearing
before the committee as witnesses. As usual, I presume we shall read the report
and institute interrogations from time to time.

Mr. Jackman: There seems to be a little misunderstanding on the part of
our group. We—that is, the Progressive Conservatives—have four members on
the committee, namely, Messrs. Harris, Hazen, Jackman and Lockhart. That
was the situation when Mr. Hanson was house leader of the party. Last year
Mr. Hazen, who at the present time is in the hospital, dropped off and Mr.
Hanson went on. I am not in a position to speak officially for the party, but I
know of no change in the situation whereby Mr. Hazen was re-appointed and
Mr. Hanson’s name was left off. I rather suspect that what has happened in
this case is what happened in one other committee. Those responsible for the
appointment of the committee, whoever they were—probably the two Whips, or
the Liberal Whip anyway—have taken the old list of the previous year and not
the immediate past year, and put their names on. So that, with your permission,
I should like to make that statement and also to have your consent to Mr. Hanson
in the meantime being in a position to take part in this hearing, because I feel
that there has been a mistake, although I am not officially in a position to speak.

Hon. Mr. Micaaup: We shall correct that this afternoon by having an official
motion put through the house.

Mr. Jackman: I am not speaking officially for the party. T have not heard
anything about any change, but I think that is what has happened.

The Crarman: Let us not have any misunderstanding about it. Is it your

proposition that Mr. Hanson go on this committee permanently in place of Mr.
Hazen?

Mr. Jackmax: I am not the master of our party.
Mr. Parent: Carried.
The Cramrvan: We do not know what we are carrying.

Mr. Jackmax: I suggest that Mr. Hanson be permitted to take part in the
committee.

Hon. Mr. Haxson: I was told just a minute ago by the Liberal Whip that

I was not a member of the committee, and it came as a great surprise, because I
had notice of this meeting.

s Hon. Mr. MicuAuD: As Mr. Jackman has said, I think it is mistake of the
ip.
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Hon. Mr. Hanson: It may be that there was a motion put through the house
on the 17th of March last.

The CHARMAN: Was there a vote? .

Hon. Mr. Haxson: I do not remember anything about it. I do not know
what happened.

The CrAIRMAN: A vote could be put through now, if it is the wish of the
party.

Hon. Mr. Hanson: I do not want to take part in this committee unless it is
in the regular way.

Mr. MayBank: You could take part this morning as though you were a
member, and then get it fixed up in the house this afternoon, could you not?

The CuarmAN: I think if it is acceptable to the committee, we will do that.

Mr. ParenT: Have we not the authority to accept him if we want to?

The CualRMAN: I do not know that we can.

Hon. Mr. Hanson: No. You can grant permission to take part in the proceed-
ings. That is about all you can do.

Mr. ParenT: We are not adding to our number.

Mr. NicuoLsoN: I move that Mr. Hanson be permitted to take part in the
discussion this morning.

The CuAmRMAN: Is that carried?

Motion agreed to.

Hon. Mr. Haxson: I will try to have it regularized.

The Cuamrman: We shall endeavour to have the matter regularized at the
first sitting of the house.

Hon. Mr. Micuaup: This afternoon.

The Cuarman: All in favour?

Motion agreed to.

The CHAIRMAN: If you are ready gentlemen we shall now proceed and I
will call upon Mr. H. J. Symington.

Will you proceed in the usual way, Mr. Symington?
Mr. SymiNeToN: Very well, Mr. Chairman.

TRANS-CANADA AIR LINES

» MoxTrEAL, March 10, 1944.
To the Shareholders:

The Board of Directors submit herewith the annual report of Trans-
Canada Air Lines for the calender year 1943.

The Act of Parliament creating Trans-Canada Air Lines as the
national air service was passed in 1937, and in its six years of operation
the air line has proved itself to-be a dependable and valuable public
servant. Handicapped as it has been, and still is, by the demands of
war on personnel and equipment, it has endeavoured to maintain the
highest standards of an essential industry and to lay a sound foundation
for future aviation in Canada.

In 1943 its main tasks were the nnprovement and intensification of its
Canadian and Newfoundland services, the carrying out of a heavy
program of military aireraft overhaul and the development for the
Canadian government of a trans- Atlantic air service,
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In June the transcontinental route was extended 46 miles to the
Vancouver Island terminal at Patricia Bay, giving direct service to
Victoria and other Island communities, including the many military estab-
lishments in the area. .

Hon. Mr. Haxson: Is it the practice to read the whole of the thing through?
Mr. Symineron: That has been the practice in the past.

Hon. Mr. Hanson: All right, go ahead. It is all right with me.

Mr. Symingron: Continuing:

The company plans to provide extended services in the Maritime
Provinces, including a new service via Saint John, N.B., to Halifax and
Sydney, as soon as the necessary ground and communications facilities are
made available. Also awaiting the installation of ground and other facili-
ties is a through service from Winnipeg to Edmonton via Saskatoon, pro-
viding not only a shorter route between those cities but also to the
Yukon and Alaska. These extensions to existing main line routes were
authorized by orders in council P.C. 6256 and P.C. 6255 of August 6, 1943.

In July the government’s wartime trans-Atlantic service was inaugur-
ated, with flight crews and maintenance personnel supplied by T.C.A. In
this service converted Lancaster aircraft owned by the government carry
heavy loads of mail to and from the forces overseas, and other cargo of
importance to the war effort as well as passengers on urgent war business.

Trans-Canada Air Lines, as the sole Canadian agency designated by
the government to operate international air services, awaits with interest
the results of conferences between governments on matters affecting world
air policy and the completion of international agreements with regard
to these services. Trans-Canada on its part is carrying on intensive
research into such matters as routes and potential traffic, and is studying
developments in aircraft and other equipment, communications and aids
to navigation. In co-operation with the Department of Trade and Com-
merce and other departments of the Dominion Government it has been
studying fields in which Canada would expect to participate and has
already surveyed routes to the West Indies and South America.

In 1943 the number of passengers carried increased by 34 per cent, air
express volume by 126 per cent, and air mail volume by 61 per cent, as
compared with the preceding year. Payment to the company for the
carriage of mail is based on plane miles flown and not on the poundage
carried, and an increase of 61 per cent in the volume of air mail in 1943
brought to the company an increase of only 9 per cent in mail revenue. It
did, however, result in a substantial growth in the revenue of the Post
Office Department. Trans-Canada Air Lines, it is estimated, carried
approximately 200,000,000 letters in 1943 apart from the trans-Atlantic
mail service.

ResurLr or OPERATIONS

1943 1942
Operating Revenues ' .....vvevoeas $9,379,501 $7,337,318
Operating Expenses +............... 8,974,902 6,628,399

$ 404599 $ 708,919
- Income Charges and Interest on Capi-

tal mivestedyy N B vt 256,710 214,004

Peteplne e adn G TNy e $ 147,889 $ 494915
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Operating revenues totalled $9,379,501, an increase of $2,042,183 or
28 per cent over 1942.  Passenger revenues increased $1,148,146 or 37
per cent; mail revenues increased $303,885 or 9 per cent; express revenue
increased $157,064 or 91 per cent; excess baggage revenue increased $30,618
or 104 per cent; revenue from sales and service, and incidental revenues,
increased $402,468 or 47 per cent. Mail revenue contributed 37 per cent of
the total revenue as compared with 44 per cent in 1942, 53 per cent.in
1941, and 62 per cent in 1940. The rate of compensation received by the
company under its contract for the carriage of air mail was lower in 1943
than in any previous year, being 42-90 cents per plane mile flown in
approved mail services, as compared with 45-57 cents per plane mile in
1942, 48-16 cents in 1941 and 60 cents in 1940.

Operating expenses totalled $8974,902, an increase of $2,346,503 or
35 per cent over the preceding year, reflecting the cost of handling an over-
all increase in the volume of traffic, extension of routes and services, and
full-year operation to Newfoundland as compared with an ‘eight-month
service in 1942. There is included in 1943 operating expenses a charge
of $218,000 to provide a reserve for anticipated post-war inventory adjust-
ments.

After the paymient of interest on the company’s capital and other
income charges the surplus for 1943 was $147,889.

ROUTES AND SERVICES

At December 31, 1943, Trans-Canada Air Lines (exclusive of the
trans-Atlantic operation) was providing service—air mail, passenger and
express—over routes totalling 4,903 miles between the Atlantic and the
Pacific seaboards. This was an increase in route mileage of 46 miles as
compared with December 31, 1942. The routes now operated are as
follows: 3

Miles
Halitax=Victoria (vigSTorenbh) il i dis siin et 3,301
e ver ki sin LAV 0 LT e e e B S S R e i i e s 206
Tethbridre-Hdmtnton S dine Rl S 5 s 5 e 301
L OYONbOE NS W ORI v ul. A A I el T 365
Moneton=Ste John s Nfld. Sho e as "o T ok S0 sa i) 730

4903

As at December 31, 1943, daily scheduled miles flown by T.C.A. air-
craft were 25872, an increase of 3,202 miles per day, as compared with
December 31, 1942. During the year, 8,963,786 miles were flown, an
increase of 1,274,884, as compared with the previous year.

Due to the decision of the Board of Transport Commissioners for
Canada forbidding the Company to carry local passenger and express
traffic between Vancouver and Victoria, the aircraft, on twice daily round-
flights, have been operating between those cities far below capacity, with
resultant financial disadvantage. The operation has, however, brought
about a marked improvement in the air mail service of the Dominion, and
provided accelerated movement for through passengers and express between
mainland points (east of Vancouver) and Vancouver Island.

To relieve the heavy traffic between the east and the west, a third
daily round-flight between Toronto and Winnipeg went into effect on
September 15, and schedules were adjusted to provide through service to
Montreal. At the same time, service between Toronto and New York
was increased from two to three round-flights daily to take care of
greatly increased traffic.
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Atlantic Service

The Canadian Government trans-Atlantic service, designed to facili-
tate mail deliveries to and from Canadian forces overseas, to move
important cargo, and to carry official passengers designated by the
Department of Transport and the office of the Canadian High Commis-
sioner in the United Kingdom, began on July 22 with the first flight from
Montreal to Great Britain. Service was provided by Trans-Canada Air
Lines with a single Lancaster aireraft modified for transport duty. Addi-
tional Lancasters, Canadian-built, are being added to the service as
quickly as possible. The conversion in our shops of bomber-type aircraft
to the work of carrying heavy transport loads calls for the highest
qualities of technical skill and initiative on the part of our personnel.
The Company maintains an organization at the United Kingdom terminal
in connection with the trans-Atlantic service. The direct route flown is
approximately 3,000 miles. Intermediate stops are sometimes made. A
new non-stop west-east Atlantic record between Montreal and Great
Britain was established when a flight was made in 11 hours and 14
minutes. Loads grow increasingly heavy, with mail weights at times
exceeding 7,000 pounds per aircraft.

Passenger Service

Revenue passengers carried by Trans-Canada Air Lines, apart from
the Atlantic service, in 1943 totalled 140,276, as compared with 104,446
in 1942, an increase of 35,830 or 34 per cent. The average passenger
journey was 560 miles as compared with 551 miles in 1942. Revenue per
passenger averaged $30.04.

Air Mail Service

The increase in the volume of air mail carried by Trans-Canada
which has marked each previous year’s operations continued throughout
1943.

During the year, 3,726,607 pounds of mail were carried, as compared
with 2,308,812 pounds in 1942, an increase of 61 per cent. The average
mail load per mile increased from 321 pounds in 1942 to 396 pounds in
1943. Mail revenue per pound mile decreased from 1-4 mills in 1942 to
1-08 mills in 1943. In the month of December, 1943, compensation
received by the Company was at the rate of -94 mills per pound mile.

Air Express Service

The growing use of air transportation for the rapid movement of
materials essential to the military forces and to war industry, was
reflected in the 126 per cent increase in the volume of air express handled:
821,606 pounds in 1943 as compared with 362,837 pounds in 1942.

Airway Facilities _

Although severely hampered by searcity of materials and labour,
the Department of Transport continued its program of improvements to
runways, field facilities, airport lighting and navigational aids.

ProPERTY AND EQUIPMENT

The Company’s plant and equipment have been well maintained and
are in good condition.

The flight equipment of the Company as of December 31, 1943,
consisted of:—

_Twelve Lockheed 14-08 aircraft, equipped with two Pratt and
Whitney Twin-row Wasp engines, each of 1,200 horsepower.
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Eleven Lockheed Lodestar aircraft, also equipped with two Pratt
and Whitney Twin-row Wasp engines.

The available fleet was reduced during the year by one aircraft when
a forced landing was made owing to unforeseeable engine failure.

In the course of the year, exhaustive investigation of aircraft heating
systems was made and modifications were undertaken further to ensure
the comfort of passengers during flight in low temperatures.

To handle overhaul of military aircraft a new hangar, service build-
ing and annex are approaching completion on T.C.A. property at
Winnipeg. Badly needed additional office accommodation will be pro-
vided for T.C.A. in the two-storey brick annex.

Inadequate servicing accommodation necessitated an extension to the
hangar at Toronto. Floor space has been doubled and additional shop
facilities provided. For the overhaul of R.C.A.F. Transport Command
aircraft, work began in August on a similar extension to the hangar at
Moncton.

To keep abreast of the growth of traffic and provide improved service
to the publie, passenger offices in various parts of the system were
enlarged during the year.

Trans-Canada Air Lines developed a central reservations control for
the speedy handling of its passenger bookings, which system has since
been adopted by air transport lines in the United States. The central
reservations control office at Toronto was moved in 1943 to more-spacious
premises in the Canadian National Telegraphs building on Bay street to
take care of the growth in business.

SELF INSURANCE

With the expiration on April 30 of outside coverage the policy of self
insurance was extended to include aircraft, passenger liability, public
liability and automotive risks of the Company. The only remaining
insurance carried with outside underwriters is that on buildings and their
contents involving concentrations of risks. The reserve fund is invested
in Government securities, and as of December 31, 1943, stands at $647412.

PERSONNEL

The personnel of the Company as of December 31, 1943, numbered
2,343. The proportion of women employees increased to 35 per cent from
30 per cent. Women are efficiently performing many and varied duties
in the organization, taking the places of men now in the armed forces.
T.C.A. has gone further in this respect than other air lines. The loss of
experienced male personnel continues, however, to be serious.

An understanding has been reached with the R.C.A.F. as a result of
which a supply of Air Force personnel will be made available to the
Company. The new personnel will be selected from among those who
have completed operational duties. This marks the beginning of a policy
_ of rehabilitation of returned airmen.

The increased volume of air-mail and air express traffic necessitated
the establishment during the year of a special department within the Com-
pany to be responsible for the packaging, handling and despatch of all
types of cargo.

A contributory pension plan was put into effect on July 1, 1943.
Employee contributions together with the Company’s matching contribu-
tions are paid monthly into a separate trust fund which is invested in
Dominion Government securities or securities guaranteed by the Dominion
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Government. The trust fund is administered by the Company as a trustee
but is not an asset of the Company, and therefore is not included in its
balance sheet. ‘The amount of the fund at December 31, 1943, was
$187,743.05.

SpeciAL WAR ACTIVITIES

Work performed under war contract for the overhaul of military air-
craft, engines, propellers, instruments and accessories was substantially
increased in 1943. The instrument and accessory shops continued at full
capacity and during the year the propeller and engine overhaul shops were
placed on a three-shift basis.

Company station facilities throughout Canada were placed at the
disposal of military aireraft requiring servicing. Dispateh, radio and
station services were again provided for the transport operation of the
R.C.A.F. communication squadron.

At Moncton, the expansion of hangar facilities will make it possible to
offer an extensive program of maintenance and servicing to military air-
craft operating in the area.

As at the end of December, nearly 300 T.C.A. employees were engaged
in the conversion, servicing and maintenance of the Liberator aircraft
used in the return ferry service of the British Overseas Airways Corpora-
tion. The inauguration of the Canadian government trans-Atlantic ser-
vice placed the additional responsibility on this group of converting and
servicing the Lancasters which are being used in that service.

At the request of the Department of Transport, the Company under-
took the operation, for a time prior to the opening of navigation, of a
freighting service between Moncton and Goose Bay, Labrador, for the
movement of essential military material and supplies.

THE STAFF

The directors again place on record their appreciation of the loyal
and efficient services of the officers and employees of the Company, who
have continued to make it possible for Trans-Canada Air Lines to main-
tain its vital contribution to the nation’s war effort. They record their
pride in the 215 men and 12 women who have enlisted in the armed forces,
some of whom have been decorated for outstanding achievement and some
of whom, unfortunately, have sacrificed their lives.

The Cuammman: I guess we will have a period of interrogation here.

~ Hon. Mr. Hanson: What was the extent of the heavy program of military
aircraft overhauled that you referred to on the first page there? Give us some
idea of what was done and where.

; Mr Symineron: Contract 3910, June 21, 1941, would be Department of
Munitions and Supply for repair and overhaul, engines, propellers, instruments
and accessories; work performed during 1943, engines overhauled, 366; instru-
ments overhauled, 6,496; accessories overhauled, 2,015; propellers overhauled,
999. ’.I‘}.xe charges against department, cost plus, year 1943, $502,000. Contract
i+ for Bx:ztlsh Overseas Airways Corporation for overhaul and modification of air-

craft in Atlantic return service; basis, labour plus 5 per cent; charges for the
vear, $499,000; total charges war contract work, $1,001,000.

Hon. Mr. HansoN: Where was that done prineipally, at Winnipeg?
Mr. SymiNeron: Winnipeg, Dorval, Malton, Moneton.

e e v




RAILWAYS AND SHIPPING 9

Mr. Maysaxk: What is the difference between those two contracts? I
think the expression used in one was simply cost plus and in the other the expres-
sion labour plus 5 per cent?

Mr. SymingTon: There is a slight difference between them in the mode of
expression so far as they work out. In the Department of Munitions and Supply
we have labour plus but we get a higher plus as we provide supervision, and so on.

Mr. MayBaxk: Cost plus means labour plus?

Mr. Symincron: Yes. The other one is contract labour plus 5 per cent,
supervisory labour plus 5 per cent, cost of materials plus 5 per cent.

Mr. MayBank: In practice those work out to be about the same contract?

Mr. Symineron: Exactly, about the same thing, yes.

Hon. Mr. Haxson: Is this supplementary to the other service?

Mr. SymincTox: Entirely supplementary.

Hon. Mr. Hanson: All because of the lack of other facilities?

Mr. Symineron: Yes, I think so; at least there were many departments
that we were doing overhaul jobs for in our shops throughout Canada, and my
information is that our costs are very much below that of anybody else.

_ Hon. Mr. Haxson: That is very interesting. You say then that your service
1s very much cheaper than that of private enterprise?

Mr. SymineroN: I do not know. I do not know anything about private
enterprise. I do not know whether government shops or other people are doing
that kind of work, but naturally with the set-up and shops such as we have to
have for our own work we are in a better position to do it than anybody else.

Hon. Mr. Haxson: You do not charge any overhead into this?

Mr. Syminaron: No, exeept in respect to the contract with one company.

Hon. Mr. Haxsox: That would be a saving to the department concerned?

Mr. Symincron: Yes.

. Hon. Mr. Haxso~: Which private enterprise or anybody else would have to
mnclude.

“Mr. SyminegTon: That is right. .
Hon. Mr. Haxson: Nothing charged for interest or anything like that?

Mr. NicmorsoN: I would like to congratulate the president, officers and
employees of T.C.A. for this very remarkable report. I think people from coast
to coast are very proud of this achievement. I have a map of the C.P. air lines
before me and I am disturbed by the trend in air travel, and I would like the
President to make some explanation as to how it happened that C.P. air lines are
apparently becoming competitors of the T.C.A. The Prime Minister in outlining
the policy of Canada’on April 2, 1943, stated that the Trans-Canada Air Lines

"would continue to be an instrument of government in maintaining all trans-
continental air transport service and that providing services across the inter-
national boundary line and outside of Canada; and according to the answer given
to a question in the House on March 30 the C.P.R. lines have made application
for licences to operate a great many routes which seem to indicafce to me that they
are ignoring the stated government policy as outlined by the Prime Minister.

Mr. Mayvsank: The applications were earlier, were they not?

Mr. NicuorsoN: These applications have been from January 1, 1943, it
does not, list them. I find that some of the routes that they were planning to
operate and quite a number of them; I believe there are some 28 different routes.
Here is one from Saint John to Halifax, another from Toronto to Hamilton,
St. Catharines to Niagara Falls, to London, St. Thomas, Windsor and so on; and
there is another one from London to Montreal, one from Toronto to Sudbury,

4671—2



10 STANDING COMMITTEE

and one from Port Arthur to Sioux Lookout; then Winnipeg to Kenora and
so forth. If you chart these out on a C.P.R. air line map you will find that should
these licences be granted they will only need a very few short hops to give them
a complete trans-continental service and many of these routes that I have
mentioned, for example from Montreal to Toronto and Toronto to Windsor, would
certainly conflict with the routes operated by T.C.A. Members will recall that
when the original T.C.A. Act was before the House in 1937 the then leader of the
opposition, the Hon. R. B. Bennett, speaking, said as follows:

I submit that the proper course to pursue at this time is as I have
suggested. What the future may disclose I cannot say. We are on the
threshold of great advances. Anyone who has followed the story of
aviation in this country and abroad and who knows what man has done
to overcome difficulties, how he has been able to bridge in days distances
that used to take weeks, how, for example, he has been able to fly from
the Cape of Good Hope to London in a few days, in contrast with the
long journeys of former years, realizes that in making arrangements. for
flying across Canada from the Atlantic to the Pacific we are dealing with
matters which are on the threshold of tremendous developments.

It may well be that we shall conclude later that it is desirable to
pursue some other course. We should not now provide that the people may
acquire later something that they are parting with. It should be the
other way about—that we may, if we so desire, sell instead of our buying
back something that we ourselves created. As we are creating it, let us
hold it. As we are making it, let us keep it. And if in the fulness of time
it is desirable that the management and operation should pass, let it
pass. We shall have something in the way of control that will enable us to
dictate policies, to provide for the hundred and one things that cannot be
foreseen at the moment. And who suffers if we do that? A

It is obvious that the Canadian National Railway cannot take over
this enterprise except by paying for it money which we in the end will have
to find. With a deficit last year of $43,000,000 and this year estimated at
$35,000,000, it is obvious that the necessary $5,000,000 must come from us.
And as it is to come from us, let us own the enterprise now. That
is what I say to the minister. I ask him to revise this bill to provide that
at the start the ownership shall rest with us; that the shares and the
capital stock shall be owned by the minister in right of the erown, in trust
for the crown. If that is done, we shall not have parted with something
which may have a value that I, for one, cannot possibly estimate.

If T joclarly referred to the difficulties of underwriting by the
Canadian National Railways, I did it because the Canadian National
and the government are, with respect to financial matters, one and the
same. But, sir, this cannot be regarded in any sense as a party matter.
It should not be. Certainly I have not suggested to any of those with
whom I am associated that they should take a particular view of the
matter. The opinions I express are my own, as the views expressed by
the hon. member for Vancouver South are his. I have had at least some
81_(perience with respect to these matters. Perhaps it is less personal and
direct than that of some others, but I know well the evils that have
come upon this country through such courses as are contemplated here.
It may be said that government ownership is always inefficient, that it
always has been. I am not prepared to say that it need be, but even
though there is inefficiency we can devise methods by which efficiency
can be secured and the property retained in the people.

This is my plea to the minister. This bill need be modified only to
the extent of providing that the capital stock shall be such and such and
shall be provided out of the consolidated revenue of the country, which

\

\
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is where it will come from in the end if the underwriting is taken up
by the railway. That would enable the company to make contracts with
the Canadian National Railway and the Canadian Pacific Railway if
they so desired, the same as they do in other countries, to correlate
their carrying activities with those of the railways. In the United States
for instance, as is well known, provision is made whereby passengers
may, if they so desire, travel by air during part of the day and in pull-
mans during the other part of the day. That might easily happen in this
country in connection with both railroads; it could happen without the
railroads being sharcholders. If it were thought desirable that others
should be brought into the enterprise as minority shareholders, that
could be done.

The plea made by.the hon. member for Vancouver South for those:
who have been pioneers in this branch of transportation is something to-
which I referred the other evening. I realize that we put $250,000 into
the Trans-Canada line—the Canadian National did, but we found the:
money—and the Canadian Pacific Railway put in $250,000; and the:
contracts were cancelled within the terms of the contracts because as T
said on another occasion, we could not contemplate the expenditure of
hundreds of thousands of dollars to drive airplanes through dust that
men could not see through, representing the spoliation of the farms of
western Canada, where we had to disburse millions of dollars for relief.
The service could not be continued under those conditions, and therefore
within the terms of the contract we discontinued it. There are certaim
claims in that connection which may be of such an equitable character:
that the government will desire to give them consideration for the sake:
of the shareholders, and perhaps have the shareholders represented om
the directorate for the purpose of obtaining the benefit of their wise
judgment and large experience.

But I do not implore the minister not to part with this property.
To-night the field is clear. To-night no franchise encumbers the ground.
To-night we stand in a position to create by Act of this parliament am
enterprise that will have complete control of aerial navigation between
the Atlantic and Pacific.. We have that right to-night. If we pass this:
measure and hand this right over, not to the erown but to a body of’
shareholders and provide that the crown may buy it back some time in:
the future if it so desires, we shall be going in the wrong direction.
plead with the minister to reverse the process, to own the enterprise now
and sell it later if he so desires. That is the difference between t.hé
minister’s view and mine of the principles that underlie this measure.

I make this suggestion to the minister not because I can be said
to be one of those who believe in public ownership and control, for I have
not that reputation, but because I have found by grim experience that
the condition that now exists in Canada with respect to railroads has
arisen in consequence of the blunder we made. We cannot make a blunder
if we keep what we have got; and what we have got to-night is controf
of the whole matter. It seems to me, therefore, wise to take initial steps
to ensure that that control shall be retained by the action of this parlia=
ment, and if we desire later to terminate it or to part with it, we may
do so through an Act of this house and as a result of the intelli'gerft‘
expression of opinion by members of parliament.

I have no desire to go into the matter at greater length, nor do T
wish at this moment to go into details, because that will have to be done
in committee. But I do hope that the minister will not part with control
as this bill provides—control which in my judgment is so essential to

4671—21
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our success in view of all the difficulties that will confront us—and we
shall then be in a position to cope with the situation in a manner that
will be denied us if we adopt the principle of this measure.

I certainly am desirous of assisting the minister as far as it is in
my power to do, but I cannot assist him in having parliament give its
approval to this principle. In expressing these views I assure him that
1 am not putting them forward as embodying a council of perfection, nor
am I for a moment suggesting that I know better than he does what
ought to be done. I am asserting, however, that the experience of this
country indicates that now is the time for us to hold what we have, just
as we did with the radio, so that if ever we have to part with it, or if we
desire to do so, we may at least have a clear appreciation of the value
of ‘our franchise and of our properties, and the value of the contracts
that we are making in one of the branches of government for the carrying
of the mails. That is all I have to say in urging the minister to weigh
all these considerations before we commit ourselves to the prineciple of
this measure. ,

The CualrMaN: I am afraid that this is outside of the terms of our
reference, Mr. Nicholson.

Mr. Nicaousox: I think not, Mr. Chairman.

The Cuamrman: We aré getting a little bit outside of the point.

Mr. NicuoLson: I think the President (Mr. Symington), must give some
explanation as to whether the development of T.C.A. has not been fast enough
or complete enough, and what steps are being taken by the T.C.A. to prevent
the C.P. lines from defeating an Act of Parliament.

The CuamrMman: I am of the opinion myself that we are merely assembled
to review the record of the year for this Trans-Canada Air Lines and not to
discuss matters of policy that are not yet in effect.

Hon. Mr. Haxson: I am more or less in agreement with you, Mr. Chairman,
but the President (Mr. Symington) in the brief which he presents to us made
some reference to government policy. I do not want to see the discussion go
so far afield as the hon. member suggests. I would like to ask him (Mr.
- Nicholgon) this question; is this still a free country, or is it not?

] Mr. Nicuorson: This country has placed certain laws on the statute books
designed to be in the best interests of the people at large.

Hon. Mr. Hansoxn: I should believe even if that is a law it is still open
for me to apply for a bill of services; as I asked you before, is this still a
free country?

Mr. NicuorLson: As I understand the Act—

, Hon. Mr. Hansox: Are we going to have everything done by parliament?

Mr. Nicaousox: Parliament provided for a trans-continental air service
1o be operated by the Trans-Canada Air Lines.

Hon. Mr. Hansox: Yes.

Mr. Nicuonsox: Here is a private company that is trying to enter that

field; of course, if that be the wish of the people, then the Act can be changed.
: Hon. Mr. Hanson: You say so, that is not a fact.

‘ Mr. Nicuouson: I have here before me the application for these lines which
have already been received by the government.

. Hon. Mr. Haxsox: And these applications have come in, and your inference
is that they will be granted.

Mr. ‘MAYBANK: We should have these lawyers as witnesses.
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Hon. Mr. Howe: Is not this a matter of government policy that should
be discussed in the House? The House is the only place where it can be
discussed, really. The Trans-Canada Air Lines have nothing to do with what
the Canadian government do. The T.C.A. iz under the direction of the
department.

Mr. Nicuonson: But the T.C.A. obviously are required to carry out
government poliey.

Mr. Maysaxk: That is what they have been doing.

Mr. Nicuorson: That is what I want to know.

Mr. Maveank: Ask them.

Mr. Nicuorson: Have the T.C.A. ever fully taken into consideration the
need of air travel from Sydney to Saint John and across to Rimouski? As I
understood the Minister of Munitions and Supply (Hon. Mr. Howe) the T.C.A.
has been unable to get equipment, it has been ordered but they have not been
able to get it.

Mr. MaYBANK: Permit me to ask this question of Mr. Symington; whether
or not the T.C.A. have failed to carry out government policy; and if they have
failed, for what reasons do you say that they are failing to carry out government
poliey?

Mr. SymixeToN: No, not so far as we know. As you will recall, under

the Act before any line can be opened by T.C.A. there must be a resolution and.

a recommendation to the Minister of Transport for Air and the Postmaster
General. That was done with respect to the Saint John-Halifax-Sydney and the
Winnipeg-Saskatoon-Edmonton branches. These have not been opened up
yet for the best of reasons which are—

Hon. Mr. Hansox: That is by the T.C.A.? That is what you are speaking
of? '

Mr. Syarneron: Yes, by the T.C.A. There is the question of construction
of additional facilities which we have not been able to secure on account of
war scarcities.

Hon. Mr. Haxsox: You did not have the planes either, did you?

Mr. Syminerox: Well, of course we could put on the serviece. It would
largely be a diverted service. For instance, instead of sending two via Moncton,
we would send one via Saint John. We would do the best we could until we could
get additional planes. I want to say to the committee that we have put forth
every effort to try to get new planes but have not been able to get them. It is
a natural war condition. We tried to get Lockheeds from the Lockheed plant
but they are not making any more commercial planes. There were I think
some twelve or fifteen which have been promised to other people and we did
not get them. We are endeavouring to meet that. We will meet it and we are
not going to be licked by it. We will need more planes.

Mr. Nicuorson: The minister (Hon. Mr. Howe) speaking in the House on
March 7 mentioned that the C.P.R. lines assisted by the United States army
had been able to get new modern planes from United States sources with the
result that the equipment of that company was augmented considerably. I
wonder if the President (Mr. Symington), could enlarge on that statement,
and indicate if they tried sufficiently hard to get it. If the C.P. air lines could
get this equipment I should think they should be able to.

Mr. Symingron: I can only explain it this way; most of this equipment
being made has been taken over by the United States army and we could not
get any of it. We tried to get it but we didn’t suceeed. I do not know whether
the C.P. air lines are getting it or not, I understand they got some; but,
remember, they were probably doing some work for the United States’ military
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carrying passengers into the Northwest Territories. In any event, we did not
get them, but we have not left any stone unturned to get them and they are
just not obtainable.

Mr. MayBank: Do you know the date of these applications for franchises
to which reference has been made?

Mr. Symingron: They are comparatively recent.

Mr. Mayeank: Would you put that on the record, the date of these various
applications?

Mr. Symingron: You mean, those made by the other people?

Mr. MayBaNK: Yes.

Mr. Symingron: I think the department would have that. I would not
know about it.

Mr. Maysank: I do not care whether it is given by the department, or
who it is given by; I think it should be a matter of record here.

Hon. Mr. Howe: The department can furnish that. The department would
be the only ones who would have that information.

Mr. MayBank: Could it be made a matter of record here.

Hon. Mr. Howe: I will ask the officers of the department to have that
information put on the record here.

- Hon. Mr. Hansox: When was the application of the C.P. air lines made
for the St. John-Halifax service; and what is the routine to be gone through;
and what happened that the Board of Transport Commissioners did not even
entertain the application; and on what authority did the minister intervene?

Hon. Mr. Howg: The minister did not intervene one way or the other.

Hon. Mr. Hansox: You told me in the House that you did.

Hon. Mr. Howe: Oh, no.

Hon. Mr. Hansox: You said that you had told them not to entertain the
application. .

Hon. Mr. Howe: No, no; St. John-Halifax was declared a route away
back I think before the war. It was operated for a time by local service.

Hon. Mr. Haxson: For a little while, yes.

Hon. Mr. Howe: It was closed down on account of military requirements,
there was an embargo put on it, a prohibition put on that private service flying
into Halifax airport.

Hon. Mr. Hanxson: That is correct.

Hon. Mr. Howe: And at that time the route was cancelled ; therefore, there
is no route and therefore there is nothing for the Board of Transport Com-
‘missioners to consider.

Mr. Nicmonson: Would not that actually be a route that the T.C.A.
expected to develop?
~°  Hon. Mr. Hows: I inquired as to that. That is a matter for the depart-

‘mental authorities to discuss. It is not .a route at the moment and therefore
it is not disposable to anybody. I may say, however, that the C.P. air lines
were not the first applicant for this route; there was an application submitted

by the Maritime Central Airways, and no disposition has been made of these
- two applications—or rather, I should have said, of the three applications.

Hon. Mr. Haxson: Who was the third?

Hon. Mr. Howe: The T.C.A.

Hon. Mr. Hanson: But they will have to be heard eventually?

Hon. Mr. Howg: Yes.

_ Mr. Maysank: Is the Maritime Central Airways one of the companies
which remained completely independent?
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Hon. Mr. Howg: Yes, the Maritime Central Airways. Since then the
department through T.C.A. has taken over the route from Prince Edward
Island to Moncton and St. John.

Mr. NicHOLSON: My purpose in raising this point was to find out from the
president whether the T.C.A. are carrying out what the obvious wishes of par-
liament were according to the present Act. I would consider that I would be in
order in discussing this matter.

Hon. Mr. Howe: T.C.A. are moving as fast as they can. The Department
of Transport are carrying the ball at the moment. They are putting in the
necessary facilities which will enable T.C.A. to fly the route. T.C.A. have
certain standards of safety which must be preserved; they require a radio beam
and a certain standard of landing fields. We are trying to bring both routes
up to this standard. _

Hon. Mr. Haxson: With respect to Saint John, they are not in a position
to comply with the standard?

Hon. Mr. Howr: Yes. Facilities are being installed.

Hon. Mr. HaxsoN: You have not got the beam airport. With regard to
the airport I understand that private citizens in Saint John brought in an aero-
nautical engineer from-the United States and he did discover a site. You will
remember that last year you promised me you would have a survey made. I
think you did send some men down. Since this other gentleman has discovered
this, what is the position now?

Hon. Mr. Howk: The position is that we have approved the site. We have
examined that and alternative sites, and we have decided that the one recom-
mended by the American expert is the best site.

Hon. Mr. Haxson: That is the Loch Lamond site?

Hon. Mr. Hows: Yes. :

Hon. Mr. Haxson: What is the estimated expenditure?

Hon. Mr. Howe: Estimates have been prepared—I do not know what
they amount to. We have two or three alternate developments.

Hon. Mr. Hanson: It is expensive?

Hon. Mr. Howe: Yes.

Hon. Mr. Haxson: Is it the policy of the government or the department
to provide these sites at public expense?

Hon. Mr. Howe: No, not for municipal airports.

Hon. Mr. Haxson: For a T.C.A. airport?

Hon. Mr. Howe: The T.C.A. has no airports.

Hon. Mr. Hanson: They are all government airports? In other words,
the government provides—

Hon. Mr. Howe: If it is a government airport the government airports
have been built only for military purposes.

Hon. Mr. Hanson: What about the Moncton airport?

Hon. Mr. Howe: No, that is owned by the city of Moncton.

Hon. Mr. Haxson: The new one?

Hon. Mr. Howe: Yes. b

Hon. Mr. Hanso~n: You speat a lot of money on it.
~ Hon. Mr. Howe: Yes, we have. We took over these airports at the begin-
ning of the war by arrangement with the owners on the basis of $1 a year
with the understanding that if improvements were needed the government
would make the improvements.

Hon. Mr. Hanson: That is the arrangement?

Hon. Mr. Howg: Yes.
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Hon. Mr. Haxson: That is the only way, I think, that the improvements
could be made.

Hon. Mr. Howg: Yes.

Hon. Mr. Hansox: The local authorities could not do it; they have no
revenue. What is proposed with relation to Saint John?

Hon. Mr. Howe: We have advised the city of Saint John to obtain the
land; we have made no commitments beyond that; and we always have, in the
past, had the same policy in assisting municipal airports, and we doubtless
will again, but we have not formulated that policy for the post-war period
as yet.

Hon. Mr. Hanson: So there is reasonable hope then for the building of
substantial airports in the city of Saint John?
Hon. Mr. Howr: I should hope so, yes.

Hon. Mr. Haxson: But not in the immediate future?
Hon. Mr. Howr: Not until after the war.

Hon. Mr. Hanson: Not until after the war; that is quite definite. T appre-
ciate the fact that the operation will be an expensive one due to the character
of the terrain.

Hon. Mr. Howe: That is right.

Hon. Mr. Hanson: However, the city of Saint John is the largest city in
New Brunswick, the commercial metropolis, and it has a right to expect that
it will have air transportation?

Hon. Mr. Howe: Yes.

Hon. Mr. Hanson: Of course, that brings me to my own hamlet. We are
the capital of the province and the only capital in Canada that has not got
air transportation. It was suggested, and I hoped it would be possible to use
Blissville. They have abandoned that idea because of the distance which is
against it. The provincial government refuses to pave the highways in the hope,
I suppose, that Santa Claus in Ottawa will do it; but I see no hope of getting
our communication out of Fredericton via Blissville. Now, the service from
Saint John to Halifax and Sydney: We are only about sixty-five miles from
Saint John on the airline and we want air transportation.

Hon. Mr. Howe: How far are you from Blissville?

Hon. Mr. Haxson: Thirty-five miles in a circuitous way, but there are
only ten miles of paved road on the route. That is a long way, thirty-five
miles, forty-five miles out of Saint John, and the men I have talked to have
taken the view that the use of Blissville as an airport for Saint John is out of
the question. So what I am pressing you to do when you build after the war—
and I am not quarreling with the decision to postpone this until after the war—
but T am pressing that when you do build at Saint John that you build at
Fredericton. I think you can find a site there very cheaply, and I would urge
the city authorities to acquire a site. I do not think we are able to finance
- the building of a suitable airport, but we could go as far as the site, and we
will do what we reasonably can, I am sure. We do not want to be left out of
the picture. Now, I do not want to put it more strongly that that, but that,
I think, indicates the position which we take. I may not be here, but whoever
is here I hope will continue to press for this when the opportune time arrives.
I am not going to say more about it. That is a reasonable attitude to take.

The Crammax: Gentlemen, this is very interesting information but actually
Mr. Symington is the witness.

- Hon. Mr. Haxson: Yes, I know, but Mr. Howe is the boss; is not that right?
I Hon. Mr. Howe: No.

The CratRMAN: T am not so sure about that.

p—
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JHon. Mr. Howe: The only boss is Mr. Symington. /

Hon. Mr. Hansox: I think T am right. There is one question I would like
to ask with respect to new services. I understand that Pan American Airways,
Mr. Symington, has recently been authorized to fly the route from Seattle to
Alaska. That is a'new route, is it not?

Mr. Syminaron: No, that has been operating since before the war.

Hon. Mr. Howe: The only concession that has been made to them was made
early in the war. They first operated the route with flying boats.

Hon. Mr. Haxson: Who is the boss now?

Mr. SymingToN: I want you te know—

Hon. Mr. Haxsox: I am only using the expression facetiously.

Mr. Symineron: Before the war Pan American operated a service to Seattle
by flying boats outside of Vancouver island, which they can do without asking
anyone’s leave, of course. As a matter of convenience they asked for the right
to land and refuel in Canada but not to take passengers to and from Canada.

Hon. Mr. Haxsox: So if a Canadian wants to fly up to Alaska he has to go
to Seattle?

Mr. Symincron: That is one way.

Hon. Mr. Haxsox: I am not objecting to the traffic.

Mr. Symineron: The other way would be to go on Trans-Canada planes to
Lethbridge and fly up from there.

Hon. Mr. Haxsox: That is another route?

Mr. Symincron: Yes.

Hon. Mr. Haxsox: That is just a little concession for refueling?

Mr. SymineToN: Yes, on a temporary basis.

Hon. Mr. Hanson: With reference to the extension which you suggested
between Winnipeg and Edmonton via Saskatoon, is there any service between
Winnipeg and Edmonton to-day?

Hon., Mr. Howg: No. !

Mr. SymingTon: Not direct, there is a service from Edmonton to-day to
Lethbridge and then north from Lethbridge to Edmonton.

Hon. Mr. Hanson: What service is that?

Mr. SymingToN: T.C.A.

Hon. Mr. Haxsox: You have your own service via Lethbridge?

Mr. SyminGToN: Quite so.

Hon. Mr. Haxsox: You are proposing to establish what would be more or
less a direct service? '

Mr. Symixcroxn: A direct serviee; if you will look at the map you will see it
will be by all odds the shortest line from New York to the Orient. In addition
to that, it is like the railway, it is a second mainline across Canada.

Hon. Mr. Haxson: Now, is that to be postponed too until after the war?

Mr. SyminaToN: No, no; neither of them is going to be postponed until after
the war as far my understanding goes.

Hon. Mr. Haxson: You have your wires cr;)ssed', have you?
Mr. Symineron: Not a bit. 3
Hon. Mr. Hansox: Then I did not understand Mr. Howe.

Mr. SymingTon: As I contemplate we shall operate just as soon as the
transport department get the necessary field at Blissville and the communications,
which I believe will be this summer. With respect te eastern air communication
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there is a landing at Blissville as a temporary measure for the convenience of
Saint John and Fredericton, if they can fly by the maritimes.

Hon. Mr. Haxsox: Well, so I got my wires crossed.
Mr. SymingTon: You see, I am not being bossed.
Hon. Mr. Haxson: Well, we will have to let that pass.

Mr. Haxson (Skeena): While we have the minister and Mr. Symington
here I should like to be informed on certain matters. We have airports in
Edmonton, Prince George, Smithers and Terrace. Last year you did something
with regard to an airport for Prince Rupert. You had three sites surveyed, and I
understand an appropriation was made to have a port there. What happened to
that? Has anything been done? I do not know whether the minister or Mr.
Symington can answer that question?

Mr. Symingron: It is not my funeral.

Hon. Mr. Howe: I cannot say. There was a project under consideration for
building a small airport at Prince Rupert. It was dropped on account of the”
very great expense of the project and also due to the lack of labour in that
vieinity. There was a very tight labour situation at the time. When it will be
reconsidered as a safe air project, I cannot say.

Mr. Haxsox (Skeena): There is only a flight of 100 miles to the popula-
tion on the coast. It seems to me that project should be given careful considera-
tion because Prince Rupert is an important city, from every point of view.

Hon. Mr. Howe: Of course, you have a fine highway from Prince Rupert
to Terrace, 100 miles.

‘Mr. Haxsox (Skeena): My namesake was criticizing the thirty-five miles
to the airport in his distriet.

Hon. Mr. Hanson: I have not got a fine highway.

Mr. HaxsoN (Skeena): I would like to ask minister if the project is

-abandoned for the time being?

Hon. Mr. Howr: It is abandoned as a military project, yes.

Mr. Haxson (Skeena): For the time being there is nothing being done?

Hon. Mr. Howe: Yes.

Mr. McCuLrocr: I understand that the Maritime Airways in Prince
Edward Island want to use the New Glasgow Airport as a mail project between
Moncton, Charlottetown and New Glasgow, and they are quite willing to make
a daily trip, and I understand that the post office authorities are quite willing
to give them a contract for the mail at the same rate as they are giving to the
Magdelen islands. I was wondering if there is any data on that?

Hon. Mr. Howr: That, of course, is a project that was started in a small
way before the war. It has not been the policy of the Department of Transport
to ask for appropriations for the building. of purely civilian airports during the
war and the advancement of ecivil aviation will have to wait until after the
war. Another reason is the lack of equipment and lack of personnel. With
regard to that airport, it was definitely the intention before the war to give
an air service to New Glasgow, and I think that will be one of the first projects
to be revived after the war.

Mr. McCurrocn: The field is ready now for landing of small planes
as far as mail is concerned, probably with a very small expenditure to fix
up the ends of the field, and there has been some money spent on it—I suppose
£50,000 or $60,000.

~ Hon. Mr. Howe: Had it not been for the war there would have been an
airport there now,

Mr. McCurrocu: We can expect the mail to go there probably within
a very short time?
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Hon. Mr. Howe: After the war, anyway.

Hon. Mr. Hanson: Might I clean up the loeal situation. I will refer to
P.C. 6256 dated August 6, 1943, which designated the service from Montreal
to Fredericton and Saint John, Saint John, Halifax, and so on; that Montreal,
Bhssville, Halifax and Sydney be designated as a line of airports to be organ-
1zed and maintained by Trans-Canada. Now, accordipg to what Mr. Symington
has told us it is the intention to put that into operation before the war is over
or as soon as proper facilities are available—facilities such as the beam system
angi the aircraft. But with respect to Saint J()hn it is not the intention to
build the airport until after the war and then S;unt John will be a regular port
of call when the new airport is built and established? ‘

Mr. Symincron: That is not my statement; that is the minister’s.

Hon. Mr. Hanson: The first part is yours. I just wanted to get the record
straight so they will know what the position is in Saint John. That is sub-
stantially correct? «

Hon. Mr. Howe: That is correct.

Hon. Mr. Haxson: Thank you.

Mr. Nrcuorsox: Did I understand you have ruled that I am not in order,
Mr. Chairman?

 The Cuamman: No. Ihave not made any ruling. If you will come to your
pomt, I shall do so.

Mr. Nicuousox: I had finished what T was going to say. I merely thought
that it was important that the president should make some statement as to
whether all the proper precautions which could reasonably be taken, as dealt
with by Mr. Bennett when the bill was before the house, are being taken to
make sure that we do not have the misfortune of competing Trans-Canada

ir Services. :

THE CuamrMaN: The chairman has made a reply to that query already,
has he not? : :

Mr. Nicuonson: Mr. Howe did.

The Cuamrman: Do you wish to press the matter any further?

Mr. Nicuorson: The president said that it was government policy; but
as I understand the duty of this committee, it is to hear the officials of the
board once a year in order to find out whether or not they are carrying out
government policy or the policy of parliament. I want to know whether the
very large volume of requests coming from C.P.A. has resulted from T.C.A.
flall‘intg to do their job. I should like the president to make some statement on
that,.

Tue CuamrMan: I do not think you can expect the president to make
a statement on government policy, because that is really none of his business.

Mr. Nicaorson: I mean, as to carrying out government policy with regard
to giving the most comprehensive transcontinental service as soon as the equip-
ment is available. _

The Cuamman: You are asking him if they are carrying out government
policy as handed over to them. He might-make a statement along that line.

Hon. Mr. Haxsox: That would seem to be in order.

The CuamrMman: I think so, too. That is the way I would rule.

Mr. Nicnorson: That is.all I should like to have.

Mr. Symineron: My answer to that is that we have carried out the services

‘Which have been put under the Trans-Canada Act by order in council or which
are ordered to us by the government up to the extent to which they were ready

t0~be operated. The lines authorized in the August 6th two orders in council—
Bhsswlle-Halifax-Sydney, and Winnipeg-Saskatoon-Edmonton—have not yet
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been operated although brought under T.C.A. lines, because the Department,
of Transport for Air has been unable to get the radio equipment and safety
devices that were required in order to comply with what we considered safety
operation. They will be flown in accordance with the instructions of the orders
just as soon as the department of the government in charge of this tells us
that these works are completed.

Hon. Mr. Hanson: That seems to me to be a very reasonable position for
you to take. :

Mr. NicuoLson: That is quite satisfactory.

Hon. Mr. Haxsox: I do not think anybody can question that. Is there
any information you can give us or that Mr. Howe can give us as to when
these facilities will be available, or do they not know?

Mr. SymineroN: I can only give you what the department have told me.
Of course, we do not sit down on these things. The deputy minister is here.
He can probably tell you because he is the source of my information.

Hon. Mr. Hanson: I should like to have somebody tell us.

Mr. Symiveron: We anticipate, as I understand it, that the eastern ones,
Greenwood and Copper Lakes, which are the radio station beams, will be
completed, they say, in the month of May; give them another month, because
one cannot tell about these things.

Hon. Mr. Haxson: Where are these?

Mr. Epwarps: They are practically finished.

Hon. Mr. Hanson: Where are they?

Mr. Epwarps: One is Greenwood, half way between Saint John and Halifax
and the other is half way between Halifax and Sydney.

Hon. Mr. Haxson: They are in the eourse of construction?

Myr. SymincToN: Yes.

Hon. Mr. Haxson: They should be ready to go this summer?

Mr. Epwarps: Yes.

Mr. Emmerson: May I ask a question of Mr. Symington having regard
to something appearing on page 7 of the report. It says, “At Moncton, the
expansion of hangar facilities will make it possible to offer an extensive program
of maintenance and servicing to military aircraft operating in the area.”

Mr. SymincTON: Yes.

Mr. Emmerson: ‘What type of servieing is it at Lakeburn, that big plant
of Clark-Ruse at which they are repairing, overhauling and rebuilding military
aircraft. Facilities are there and have been developed.

Mr. SymingTonN: All we know is that it is the headquarters of a bomber
command of the R.C.AF. They have asked us, as this building was being
enlarged, if we could do some servicing of this bomber aircraft command, which
we are doing for all the Atlantic routes where we could take care of it down
there. That is, where they want us to do it, and we can get the men to do it,
we try to do it. We are not seeking their business.

Mr. EmmEerson: There are facilities down there.

kMr. Symineron: The facilities at Moncton are not sufficient for the present
work. /

Hon. Mr. Howe: I might explain that Clark-Ruse was set up to handle
certain types of aircraft. It carries a complete line of spare parts for certain
aireraft. There 'are various types of aireraft down there, and T think the story
is that one particular type of aircraft is handled by Trans-Canada instead of
by Clark-Ruse. That is only a temporary arrangement, of course.

- e
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Hon. Mr. Hansox: The question is becoming quite acute, because I under-
stand Clark-Ruse is laying off 300 men at Lakeburn and the union alleges that
these 300 men are local men while the Ontario crowd are being kept on. I
have no doubt the minister has heard about that.

Hon. Mr. Howk: Let us let Selective Service fight that out.

Hon. Mr. Hansox: I should like you to look into that situation at Lakeburn,
because, while I understand it is a private corporation and has the right, I
take it, to employ or dismiss whomsoever it will, it is pretty difficult to ask
300 local men to move out and see Ontario men left on the job. The minister
might use his good offices to see if that situation can be corrected.

‘Hon. Mr. Howe: I will be glad to look into the matter.

Hon. Mr. Haxson: It is a rather sore spot at the moment.

Mr. NicHoLson: On page 4 at the bottom of the page, mention is made
regarding a decision of the Board of Transport Commissioners in connection
With permission to carry passengers between Vancouver and Vietoria. Would
the president tell us what steps he takes when a decision of that sort is handed
down or what can be done with reference to getting a decision of that sort
reversed? I know the people who travel find it very inconvenient when they
are told at Vancouver that they cannot travel by T.C.A. across to Victoria.

Hon. Mr. Hansox: He can appeal to the Governor in Council. The law
Provides for that.

Mr. Nicuovrson: Could the president answer the question? I should prefer
to have the answer from him than from the leader of the opposition.

Mr. Symineron: The situation under the present law is that the Board of
Transport Commissioners decide on public necessity and convenience, and they
sald that in their judgment the passenger service was sufficiently served by the
anadian Pacific Air Lines and therefore they would only grant us the mail
Privilege in so far as that local traffic was concerned. That was the finding of
the board. ,

Mr. Nicuonson: Can you appeal that decision?

. Mr. Symingrox: No, not in so far as we are concerned. The application
15 usually made, of course, by the municipality, and they can apply at any time
.to the board for reconsideration if they can show that public necessity and
convenience do require that service. .

Hon. Mr. Hanson: You made this application, did you not? -

Mr. SyminagToN: No.

Hon. Mr. Hansonx: Was it not you?

Mr. Symivgron: No. :

Hon. Mr. Hanson: It was done by the municipality?

Mr. SymiNeroN: Yes.

Hon. Mr. Hansox: And they have not appealed?

Mr. Symingron: No.

Mr. Maysank: Who made the application?

Mr. Symingron: Nobody has appealed it, in any event.

Hon. Mr. Hansox: The application was made by the municipality?

Mr. Symingron: I should like to verify that. I am not quite sure. We
appeared there, certainly.

Hon. Mr. Haxson: You were at the hearing.-

Mr. Symingron: Yes. Our people were at the hearing.

Hon. Mr. Hanson: I suggest, Mr. Chairman, that we should get along
better if we did not jump around so much. I should like to go through this
thing seriatim.
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The Caamman: Well, it is before you. It is in your hands.

Hon. Mr. Hansox: Coming to the next paragraph, government wartime
trans-atlantic service, I should like, for purposes of information, to ask if that
is a purely government service and T.C.A. is the agent, or is T.C.A. operating
that on its own? It would appear to me it is a purely government service?

Mr. Symingron: It is a purely government service in the sense that the
government owns the planes,—government accounts. The accounts are not in
here at all. We are under orders from the government as to what to do with
the planes. All we do is operate them.

Hon. Mr. Haxson: The purpose is to provide a service for the purposes
indicated?

Mr. SYMINGTON: Yes.

Hon. Mr. Haxson: That has arisen out of the war, Mr. Howe?

Hon. Mr. Howg: Yes. ;

Hon. Mr. Hanson: I have no objection to that. There was a question I
wanted to ask. Would it be in order—and if it is not in order I do not want
to press it—to tell us what the United Kingdom terminal is of that service?

Mr. SymingroN: Prestwick.

Hon. Mr. Howe: I do not think that should be put in.

Hon. Mr. Haxson: I think the whole world knows it.

Mr. Syminagron: There is an article in the Saturday Evening Post about it.

Hon. Mr. Howe: It used to be taboo.

Mr. Emmerson: The Ireland base is only used by Pan-American?

Hon. Mr. Howe: It is used by all flying boats; that is Pan-American and
American Export.

Mr. Symingron: All land planes are at the other place.

Hon. Mr. Haxson: The next paragraph is a very important paragraph.

Trans-Canada Air lines, as the sole Canadian agency designated by
the government to operate international air services, awaits with interest
the results of conferences between governments on matters affecting
world air policy, and the completion of international agreements with
regard to these services.

I understand Mr. Howe and Mr. Symington attended the conference in .
London. T have never yet seen any publicity given, or any report made by
them. Are we entitled to hear from these two gentlemen on that question?

Hon. Mr. Howe: That, Mr. Hanson, is purely a matter for the House
of Commons. Mr. Symington attended at the conference not as a representative
of Trans-Canada but as a delegate of the government of Canada. He did not
20 as a representative of Trans-Canada.

Hon. Mr. Hansox: When is he Dr. Jekyll and when is he Mr. Hyde?
Mr. Symineron: I do not think there is any Dr. Jekyll in it.

; Hon. Mr. Haxson: Were there any other representatives of Canada or
Canadian interests at that conference?

Hon. Mr. Howe: Mr. John Baldwin was there representing External Affairs,
and Mr. Massey.

Hon. Mr. Hanson: Mr. Massey representing the government.
Mr. Syminaron: And Mr. Symington representing the government.

Hon. Mr. Hanson: There was no representation of private enterprise at
that conference? ;

Hon. Mr. Howr: No, from anywhere.
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Hon. Mr. Haxson: Am I to understand that this committee is not entitled
to hear any report as a result of that conference even though Mr. Symington
refers to it in his report?

Mr. SymingTron: I do not.

Mr. MAYBANK: thre is 1t in this report?

Hon. Mr. Hanson: I read the paragraph.

Mr. MayBank: Where is there anything as to the result of the conference?

Hon. Mr. Haxson: He referred to it in his report.

Mr. SymingToN: No.

Hon. Mr. Haxson: He and the minister were the main representatives.
I suggest we are entitled to some report.

The Cuamrman: What page are you on?

Hon. Mr. Hanson: Page 3 of the report.

Mr. HansoN (Skeena): It should be in the House of Commons.

Hon. Mr. Haxson: You take that view. I take the view that because it
is referred to in this report it is a matter for discussion here. I think I am
in order. I have not any doubt of it.

Mr. Haxsox (Skeena): You are always in order.

Hon. Mr. Haxsox: I hope so.

Hon. Mr. Howe: The position of Trans-Canada is quite clear. It says
it awaits with interest.

Hon. Mr. HansoN: I understand that, but nevertheless the president of
Trans-Canada and the former Minister of Tlansport who is still, as I assume,
directing Trans-Canada, were the official delegates. We have ‘not had any
report. Are we to get one?

Hon. Mr. Howe: That is a matter for the House of Commons, is it not?

Hon. Mr. Haxsox: I would not think so.

Hon. Mr. Howe: I was expecting to debate that long before thxe but you
were not ready.

Hon. Mr. Hanson: I was ready. However, what you are telling me, if
I read between the lines, is that you are going to make a report to the Hou&e
of Commons. I am quite satisfied.

The CuamrMAN: Next paragraph.

Hon. Mr. Hanson: I should like for the purpose of information to ask a
question or two about the basis of compensation for the carriage of mail.
Perhaps we ought to have that picture up to date from the beginning. Was
it always on the basis of plane miles. and not poundage? I am not familiar
with it. That is why I ask.

Mr. SymiNGgToN: Always has been the same; the contract is on statute.

- Hon. Mr. Haxson: Based on a statute?

Mr. Symingron: Based on a statute.

Hon. Mr. HansoN: And the underlymg principle there is that it is based
on plane miles?

Mr. SymingToN: Plane miles flown.

Hon. Mr. Haxsox: Not on weight?

Mr. Symingron: Not on weight at all.

Mr. MayBank: Each change we have made has necessitated a change
in the statute, has it not?

Mr. Symingron: No.

. Mr. Mavysank: I thought the price was set in the statute and each time
a change has been made the statute was altered?
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Mr. Symingron: There was a temporary price set for the first two trial
years. Then it was fixed upon the results. The result has been that the price
has dropped from 68 cents to 42 cents.

Mr. MayBank: I thought we changed the statute at that time.

Hon. Mr. Haxson: I think there was something.

Mr. MAyBank: Imay be wrong.

Mr. Symingron: I do not think in that respect.

Mr. Jackman: Is the plane mile rate going to be lowered for 1944 because
of the results in 1943?

Mr. SymiNaToN: Yes, it will be lowered, but not very much. As you see,
our profits are only $187,000. ;

Hon. Mr. Hansox: Of course, your operating expense have just leaped.

Mr. SymingroN: I expected to be asked about that.

Hon. Mr. Haxsox: We are going to ask you a lot later.

Mr. Jackman: Was there any complaint on the part of the Post Office
in regard to the contingency reserve you set up out of last year’s operating
account which was resulted in a lower operating profit?

Mr. SymingToN: Yes, the Post Office Department questioned it, and the
matter was taken up in great detail as to the reasons which are perfectly under-
standable if you want them explained to you. The policy of other airlines,
American and others, was shown, and after a very thorough investigation they
withdrew their objection and thought it was a proper charge.

Hon. Mr. Hansonx: What is the basis now?

Mr. Symmnerox: The basis is that because of war conditions Trans-Canada
is carrying today in inventories ovec $1,000,000 when-they would ordinarily
carry probably $400,000. You have to ensure you are going to run your planes.
Now, as you retire your planes in a certain number of years the inventories
and parts are taken out if there is anything wrong with them, they are re-fixed
and they are put back into inventory at a written-off amount, but ultimately
some time that inventory, understandably large because of the war situation,
from obsolesence, and so on, is going to be worth a great deal less money
because the planes for which they were bought will be out of commission.
Therefore we figured that a 20 per cent reduction because of war costs, the
extra amount we had to carry for safety, should be written off. It amounted
to $218,000, much less than American lines are doing. I intend to submit another
$218,000 this year. The Post Office will probably object. Tt will be gone into
and right, according to good business principles, will be done. That is about
the situation.

Hon. Mr. Haxsox: You have made that quite clear to me. It is because
of the inability to get supplies and the high cost of producing supplies that
you hayve adopted this policy?

Mr. Symincron: Quite so, and it is a safe business policy.
~ Hon. Mr. Hanson: Are we still above the American mail subvention, and
if o, how much?

Mr. Symingron: As I told you last year that is always a difficult question
to answer. We are above. They are on a poundage basis. Our .94 mills which
we reached in December is above certain lines, the lines running between
thickly populated places. It is less than smaller lines. As to the average I
would say that they are probably below us some, but not very much.

Hon. Mr. Hanson: In other words, you say it is because of the density
of traffic? Is that the right term?

Mr. SymiNeron: Density of traffic, yes.
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Hon. Mr. Hanson: We often hear that term. Railway people use that
term a good deal. Because of the density of traffic in the United States as
compared with ours, ours has to be higher?

Mr. SymingroN: That is the answer. :

Hon. Mr. Haxsox: And that will probably continue, Mr. Symington, will
it not?

Mr. Symingron: Well. .,

Hon. Mr. Haxson: In a measure? 3

Mr. SymingroN: It may: We have tried to figure out what density of
traffic we would have to have in the number of trips to carry mail free some
day. That can be worked out.

Hon. Mr. Haxson: That will be the millennium.

Mr. SymingTon: But, of course, we are always up against the fact that
we pay very high duties on all our equipment and all our supplies. They cost
us a great deal more than they cost them. There is also the fact we cannot
ever handle except four engine planes as big planes in Canada as in the United
States because we have to be able to fly to Winnipeg and perhaps farther from
Toronto without landing because of our peculiar climatic conditions. We
could not use the big plane that they use in the United States today. They
have not got the range or speed for our particular characteristies.

Hon. Mr. Hanson: They have not got what?

Mr. SyminegToN: Neither the range nor the speed.

Mr. MayBank: Dealing with the operating expenses you have mentioned
you have increases in revenue but the increase in operating expenses is not
proportionate.

Mr. SymincToN: It is greater.

Mr. MayBaNk: Revenues, $2,042,183 and expenses, $2,346,503; what is
the explanation of that?

Mr. Symingron: I think that is a very proper question, and I am prepared
to answer it. On the face of it, the increased expense is out of line with the
additional revenue. Our revenues increased by 28 per cent and our expenditures
by 35 per cent, and that should be explained.

There are many factors which enter into the analysis:— extensions in
route mileage; additional flights on existing routes; decrease in mail pay per
plane mile.

Mr. MayBank: What is that last one?

Mr. SymineToN: Deecrease in mail pay per plane mile; our rates went
down last year. Decrease in express rates to T.C.A. under revised divisions
Wwith the express companies; they found they could not do business at the
25 per cent for collection, distribution and so on and the new contract provided
for 33 per cent. Enlargement of service rendered on repair and overhaul of
engines, propellors and instruments for the R.C.AF., and for the B.O.A.C.;
additional depreciation and insurance on the six new Lodestars added late in
1942 and the increased valuation of 14s converted to 14.08s; the cost of living
bonus, less experienced ground personnel, pension costs, creation of a reserve
for post-war inventory adjustment. :

Mr. Maysaxk: Would you just stop there? As to less experienced per-
sonnel that actually added to the cost in what manner, in increases of personnel?

Mr. Symineron: Increase of personnel. Naturally selective service or the
Wwar has taken a lot of our best men. We have to take less experienced personnel
and break them in. A great many women came into the shops. They are very
good people but they need training and it takes time and expense.

4é\f}[r. MayBaxk: Is there an increase of women?
3
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Mr. SymineToN: Yes, there is 5 per cent more women.
Mr. MayBank: And relatively more personnel, anyway?
Mr. SymingToN: Yes.

Mr. MayBaNk: On account of inexperience.

Mr. SymingTON: Yes.

Mr. MayBank: I do not mean because of the. increase of traffic. I mean
by reason of inefficiency do you have to have more? Did you add to your wage
bill that way?

Mr. Symingron: Yes, and add to that the fact that the help was not as
experienced as it was before, the training of them.

Mr. Maysank: I broke in on your statement.
Mr. SymingTon: Would you let me finish it?
Mr. MayBaNk: Yes.

Mr. SymiNgron: —less experienced ground personnel, pension costs, creation
of a reserve for post-war inventory adjustment and the additional expense ineci-
dental to the large number of priority passengers carried.

Hon. Mr. Haxson: Why would that be, they pay the same rate?

Mr. SymingToN: With the deplaning of passengers, Mr. Hanson, the paper
work, the telephone work, the personnel work, the administrative work increases
tremendously; all the time you have got to practically wet-nurse these people so
ag to keep them satisfied that they were really put off the plane for war purposes,
that they were not being militated against; so it actually increases your traffic
staff by very large numbers to take care of people who have to be deplaned—for
instance, in respect to the arrangement for them to go on trains or to get there
otherwise, and it has added substantially to our operating costs.

Hon. Mr. Haxson: That is understandable.

Mr. Symineron: We must allow for the amount of $244000 added to the
insurance reserve during the year. Some of the factors help our financial results,
others do not. I do not think it would be helpful to the committee if I were to
attempt to say how each of these things added to or subtracted from our net
results, nor is it necessary.

In my opinion the complete answer lies in the fact, mentioned in the report,
that payment to the company for the carriage of mail is based on plane miles
flown and not on the poundage carried.

Our passenger traffic increased in volume 34 per cent and in revenue 37 per
cent; express increased in volume 126 per cent and in revenue 91 per cent; excess
baggage increased in volume 67 per cent and in revenue 104 per cent; mail
mncreased in volume 61 per cent and in revenue only 9 per cent.

There was a decrease in the rate per plane mile from 45:57 cents to 42-90
cents. This decrease in rate reduced our revenue by $216,000 and of course is
not offset by any reduction in expense. That is in plane mileage. ,

Mail poundage increased by 61 per cent. Now I do not suggest our mail
revenue should have increased 61 per cent. If it had we should have had an
additional $1,655,000 of revenue which would have carried through to net income.
Pounds carried is not the best yardstick. Mail may be carried from Montreal
to Ottawa or it may be carried from Montreal to Winnipeg or Vancouver. We
should use mail pound miles which takes account of both volume and distance.
Using this yardstick the increased volume was 43 per cent and had we had a
corresponding Increase in revenue our results would have been $1,077,000 better
fchan they were. Now again please do not misunderstand me. I am not suggest-
ing the post office should increase the mail rate. The rate is governed by the mail
contract which is not in question. What I am explaining is why our revenues
have not increased proportionately with our expense. The committee will under-
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stand of course that to handle this large increase in mail necessarily means a
large increase in expense. It also reduces our passenger revenue because in these
days when the lanes are carrying their maximum loads an increase in mail means
the deplaning of one or more passengers. People sometimes wonder how it is
passengers are refused passage when there are vacant seats in the plane. The
answer generally centres around the weight of mail and fuel which must be
taken aboard. Planes, like ships, have their loading marks which must not be
exceeded. We made an analysis of this in the month of December and found the
amount of passenger revenue lost because of heavy mail loadings amounted to
between $50,000 and $60,000.
Hon. Mr. Hanson: You have a case against the post office, haven’t you?

Mr. Symingron: As I say, I am not criticizing. That is all right. That is
controlled in this Aect and we are not complaining about that. We have a
contract with the government and it is a good contract. In other words, the
burden shouldered by us creates a benefit for some other department and in this
case the beneficiary is the post office department, which is a department of the
government.

And now, it would be interesting to you I think to hear how this compares
with the earnings of the post office department relative to last year on the same
basis on which it was computed; on the basis originally outlined to this committee
in 1941 by Mr. Coolican, in which it was agreed that there were fifty letters to
a pound and he took the figure of two cents a letter to cover the ground handling
costs. That was the basis which we have always given this committee—and
I will tell you this, that I think it may be too fair to us and not fair enough
to the post office; but, taking it on that basis, the postal revenues for the year
for mail carried by Trans-Canada was $12,634,659. They paid us $3,515,807.

Hon. Mr. Haxson: They are making money I would say.

Mr. Symingron: Which leaves a balance of $9,118 852. Now, if you deduct
from that the two cents a letter for their overhead, ground work and so on,
$3,726,607; that leaves them a profit of $5,392,245 and a distribution of two
cents on their overhead.

Hon. Mr. Hanson: Are you taking into account the one cent extra?

Mr. SymingToN: The one(cent extra, and that meant a million for them on
that and I understood the post office get that. I have the figure here of the
Increase in postal rates. This is as from the 4th of April, 1943, and it accounted
for $1,454 000 of the profit of $5,392,000.

Hon. Mr. Haxsox: That accounts for it.

Mr. SymiNnaToN: And now, the post office department dealt with that
Subsequently, although that was their original choice, it was not fair to them;
and the postmaster general (Hon. Mr. Mulock) discussed it during the amend-
ment to the Special War Revenue Act in the House of Commons on April 5, 1943,
and claimed that because of certain duplication and to the fact that mail origin-
ating outside of Canada brought them no revenue—and I say that is their busi-
ness and not ours—that therefore they carried certain mail from outside of the
country for which they received no direct revenue—

Hon. Mr. Haxsox: But they get a quid pro quo through the international
Postal agreement. 3 .

Mr. Symingron: Then taking into account a further 30 per cent allowed
for possible duplication of routes—that is cases where mail may be diverted
fI‘_Om one route to another—that figure is reduced from $5,392,000 to $2,719,829.

Irst may I say in comparing the two years, taking them as indicated first, a
profit of $5392 245, their additional profit from that source in the year 1942

Was $1,407,702. And in the second case, instead of being merely $719,829, it was
46713}
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$1,321,573. By either test they have increased their profits from air mail as
between the two years by over a million dollars, do you see.

Hon. Mr. Haxson: Yet on the basis of operating revenue of $9,379,501 at
miles flown of 8,963,786 the revenue air mail is 1-04, that is the gross air mail
revenue; and 37 per cent of that is -429 per mile, leaving you an operating revenue
of -61 cents per mile; a very substantial amount of your revenue still comes
from mail?

Mr. SymincTox: It is now 38 per cent and it is constantly getting less. Last
year it was 44 per cent I think while to-day it is 38 per cent.

Hon. Mr. Haxson: I had it figured out at a little less than 37 per cent.
Mr. SymingTon: I think it is 38 in the report—yes, it is 38 per cent.

Hon. Mr. Haxso~: Is 37 percent right?

Mr. SymincgTON: Yes.

Hon. Mr. Haxsox: Therefore a very substantial part of your revenue comes
from air mail.

Mr. Symineron: 37 per cent. It started at 80 per cent and now it is down to
37 per cent. How much further down it will get I do not know. But you see
under the scheme, the frame work, whatever we earn adds a benefit to the post
office. We do not make anything.
Hon. Mr. Hanxson: And it is somewhat at the expense of the travelling
public.

Mr. Symingron: Under the Act, Mr. Hanson, we must apply the same rates
as our competitors to the south. It is provided for in the Act which leaves us
exactly the same as the United States rates, and far below our competitors in
Canada.

Hon. Mr. Hanson: You mean passenger rates?

Mr. Symingron: That includes passenger, express and everything; it is on
the same competitive basis.

Mr. MayBaNk: Does that include tax on your tickets?

Mr. SymingTon: Including tax, did you say—I do not know that I under-
stand your question.

Mr. MavyBank: I say the rates—naturally it has nothing to do with taxes.

Mr. SyminagroN: We charge so much a ‘mile say on a run from Winnipeg
to Vancouver, the same as they charge across the line for the same distance
across the continent for mileage; that is the reason why we claim that we can
carry them from Seattle to New York cheaper than they can, because ours is a
shorter line.

Mr. MayBank: And of course they have a tax and you do not.

Mr. Symineron: Well, of course, that is a matter which I do not suppose
we ought to discuss. My contention is that both we .(air lines) and the railways
are paying 100 per cent tax because we make nothing.

Hon. Mr. Howe: All their earnings go as taxes.

Mr. Maysank: You could never convince me of that, Mr. Howe.
Hon. Mr. Hows: I beg your pardon?

Mr. MAYBANKZ. My reference to taxes was relating to rates; I buy a ticket
from here to Winnipeg and I pay so many dollars and then added to that is

a tax; what I was trying to get at is they may charge the same rates, and does
that take into account any additional taxation?

Hon. Mr. Hows: Yes, there is a flat rate fixed by C.A.B. Board over there
and by our Board of Transport Commissioners in Canada.
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Mr. MayBank: But actually is it not more expensive for a pessenger to
arrange transportation over your line from Moncton to Vancouver than it would
be for him to fly say from Detroit to Seattle on the American side?

Mr. SymingTon: I think not.

Hon. Mr. Haxson: They have a tax on their ticket?

Mr. Symineron: They have a tax too.

Mr. MayBank: And it works out the same way as to the price they pay.

Mr. NicHoLson: Is not their rate 10 per cent tax compared to our 15 per
cent?

Mr. Symingron: It is slightly less, I am not sure about the figures. I think
it is the other way around; I think theirs is 15 per cent and ours is 10 per cent.

Hon. Mr. Hanson: Ours is 15 per cent.

Mr. Syminegron: Then theirs is 15 per cent now.

Hon. Mr. Haxson: Isit?

Mr. SYMINGTON: Yes.

%\/Lr. MayBank: Isn’t that right, isn’t their rate on transportation 15 per
cent?

Hon. Mr. MicuAUD: I do not recall, I could not tell you that at the moment.

Mr. NicuorsoN: I think ours is 15 per cent and I think it is 10 per cent
in the United States.

Mr. Coorer: It is 15 per cent in the United States.

Mr. SymingTon: Yes, I think it is 15 per cent in the United States.

Mr. JAcKMAN: Apparently the passenger rates on the T.C.A. are supplying
a considerable proportion of your revenue, because there is an over-all profit
on the line; if the postal rate goes down each year how are you going, in fairness
to the travelling public and in fairness to the air mail public, how are you going
to arrive at a fair rate for passenger service on the T.C.A.; are you guided
entirely by the operating rates in the United States?

Mr. SymineroN: No. The Board of Transport Commissioners fix the rates
that are maximum. The rates are fixed by them.

Hon. Mr. Hanson: By statute.

Hon. Mr. Howe: The Trans-Canada Act provides that the rates shall be
competitive with the rates of parallel lines in the United States.

Mr. JackMAN: Are they maximum rates?

Hon. Mr. Howe: It provides that the basic rates shall be competitive.

Mr. MayBank: Then apparently the Trans-Canada Air Lines cannot lower
their rates unless there is a corresponding decrease in rates of the parallel line
across the country to the south?

Hon. Mr. Howe: That is right.

Hon. Mr. Hanxson: Is that correct; does it have to be comparable with a
comparable service in the States?

Hon. Mr. Howe: Yes. -

Mr. Jackman: And are the rates which are applied maximum rates or the
minimum rates? :

Mr. Symineron: That again is a question which you will have to leave to
the Board of Transport Commissioners or somebody outside of us. The Act
sets forth that our rates must be comparable—and, by the way, we have no
objection to that—we file our rates with the board and they approve of them.

Hon. Mr. Haxson: You say they approve of them?

Mr. Symingron: They approve of them.
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Hon. Mr. Haxson: And there is no decision that governs the point I have
raised?

Mr. SymingToN: No.

Mr. JackmaN: Is the statute based on some international agreement, that
our rates be parallel to the American?

Hon. Mr. Howe: No, no.

Mr. SymineroN: When we started operating this line nobody knew anything
about the operation of air lines in Canada, except that we did know that we
were just a small country with a small orignating population; and as this was
a government operation they protected themselves by saying that our rates were
to be comparable to similar lines in the United States.

Hon. Mr. Howe: The Act reads this way:—

For the transportation of passengers and goods by the corporation
at tariff charges on a competitive basis with other similar transportation
services in North America.

Hon. Mr. Hansox: If they reduced their rates-you would be entitled
to reduce yours and vice versa?

Hon. Mr. Hows: We would have to. ,

Hon. Mr. Haxson: Is there a table here which shows a breakdown of these
operating expenses?

Mr. Symincrox: I can give you a breakdown of anything you can possibly
ask for. :

Mr. Jackman: Before we leave this matter of rates, from the standpoint
of public services is it better to try to make the mail rates as low as possible
to the post office or should one deal fairly with the passengers who are also
making the service cheaper? What are the pros and cons that the manager of
an airline should consider?

Mr. SymingTon: It is inherent in the Act. I think that there might come
a time when the mail rates might get too low, but it has not reached there yet.
The criticism has been the other way. And if Canadian Air Lines is able
to put in lower rates than the air lines that run through the much more
produetiye country to the south, why it would be a very commendable enterprise,
and I do not think we need to worry about it at the moment. I should say
that we have not reached that stage, but if we give comparative rates with
what the competitive people to the south do as to the matter of passengers
we are doing pretty well.

~ Mr. Nicuousox: If the volume of mail continues to increase will the
situation which was described for November, when there was a loss of many
thousand dollars as a result of carrying so much mail—if the volume of mail
Increases what will be the result?

Mr. Symineron: The answer, of course, is that in that time we hope to be

able to get more equipment in which case we will meet and carry everything
that is ordered.

Mr. Nicuorson: I understand from these figures that had you been able
to leave some of the mail behind and carry passengers to your full capacity
you would have had $40,000 additional revenue for the month?

Mr. Syminaron: Yes, $50,000. It was December I referred to, and, of
course, the Christmas mail was very heavy during that week. Instead of
carrying fourteen passengers on a plane for many of the trips in fact we put
on a stop order and we only took four people because we were carrying so much
mail, and mail has precedence, and properly so.
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Mr. Maysank: If you have fourteen sacks of mail extra you do not get
anything extra for that. You might carry two or three passengers, but that
is a loss.

The CramrMAN: Is there no limit on your poundage of mail?
Mr. Symincron: Twelve hundred pounds.

Mr. JackMaN: I suppose the business needs of the country are greatly
increased around Christmas time. I think the policy should be examined. I
suspect that the great increase in mail poundage all through the Christmas
period is due to greeting cards.

Mr. SymincToN: I do not know. It is the spirit of goodwill, anyway.

Mr. Jackman: I think there are many people who need to travel at that
time too.

Mr. SymineroNn: The travel is goodwill travel too. It is Christmas travel.
I have only given you the facts and figures.

Mr. Jackman: Some of the dollar a year men might have wished to go
home. That is a war effort.

Mr. NicuoLsoN: When you are carrying 1200 pounds of mail what is the
maximum number of passengers you can carry?

Mr. SymingToN: That depends upon the length of the run you are making
because distance involves the carrying of more gasoline.

Mr. Nicrorson: From Toronto to Winnipeg?

Mr. SymingTon: From Toronto to Winnipeg, 1,200 pounds of mail? We
would not take many passengers eight out of fourteen, probably.

Hon. Mr. Hansox: There is an item here: Operating expenses, $8,974,000
on page 4. Is that the sum total of the tables on pages 11 and 12?

Mr. SymiNGTON: Yes, those are the details of that.

Hon. Mr. Hanson: We will come to this a little later on. I would like
to ask you a question with regard to the personnel in relation to the number
of planes you operate?

Mr. SymiNngToN: Item 601, page 11—is that where you are?
Hon. Mr. Hanson: No, I am coming to the question of personnel.

The CHAIRMAN: I think we had better adjourn now, gentlemen, with the
" understanding that we will meet at 4 o’clock if the house gives us permission
so to do.

The committee adjourned at 1 o’clock p.m.

AFTERNOON SESSION

The committee resumed at 4 p.m.

The Cuamman: We have a quorum. We shall proceed from where we
left off this morning.

Mr. Jackman: Where was that?

Mr. SymingToN: I had given my explanation of the increased expenses.
The CuamrMaN: Page 10, was it?

Mr. Symineron: Yes, the increased expenses.

Mr. Jackman: I suppose ordinarily in operating a line such as this you
would expect that, with increasing volume, you would be able to carry a larger
part of the gross to net; that is, under ordinary circumstances. The law of
Increasing return would apply rather than that of diminishing.
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Mr. SymingToN: Well, generally so, ves. But of course, if you have to carry
mail as is required under the particular circumstances in this case—

Mr. JackmaN: Your costs have gone up. The point is that your costs have
gone up at a faster percentage than your revenue?

Mr. SymingToN: Yes. That is because we have provided capacity, gasoline
and everything else for the carriage of a 61 per cent increase in mail and have
not got anything for it, so that the capacity has been non-remunerative capacity.

Mr. JackmAn: If this were a private company, would you agree to the
terms embodied in the present post office contract?

Mr. Symingron: Only if it were a non-profit company.

Mr. JackmanN: Yes. It is an unreasonable type of contract, is it?

Mr. SymingToN: It just depends on how you put it. The benefits of the
contract go to the government who own the line, that is all. It does not make
any difference to us. It cannot make any difference. We do not get anything
anyway.

Mr. Jackman: I appreciate that. But for the purpose of comparison, so
that the taxpayers will know whether or not you are succeeding or-slipping back,
it might be well if you would show a net increase in surplus or a decrease, rather
than have it go through another channel, though eventually to the same source,
namely the government. '

Mr. Symingron: It may be so. But there is not any question, Mr. Jack-
man, as far as I can see, that this line has produced more results this year for
the money spent than it ever has.

Hon. Mr. Haxson: Just what do you mean by that?

Mr. SymineTon: I mean, it has given more service, has been better operated
than it ever has been.

Mr. Jackman: That is a general statement; and we cannot quarrel with
it, I do not suppose.

Mr. Symingron: There are many obvious things that show it. For instance,
we -have run 1,300,000 more miles of mileage and our gasoline bill is not up
anything like that. We are operating more efficiently, even with older planes.
If you operate your machinery the way we have had to do, because we have
not been able to get new planes, it means a great deal of maintenance. If you
operate under the rules of running an air line, after so many hours in the air
you give it what is called “check No. 4”, and after so many more hours you
give it check No. 5, check No. 6 and check No. 7, which means taking a plane
completely apart and putting it together again. If you are running your
machinery to capacity the way we are, you have to have these checks so much
more frequently that it takes a great deal of maintenance to do that.

Mr. JackmaN: Oh, yes.

Mr. SymineroN: So that your maintenance costs naturally are up. At the
same time when you are operating your equipment to the extent that we are,
and the plane is either full of people, full of mail or full of express, of course
you are getting a better result—it must be so—in the ultimate value of the
service you render for that amount of money.

Mr. Jackman: Have you any figures showing the percentage of use to
capacity of the flights?

Mr. SYMIN(}TON: Yes, we have. It is one of those things which is com-
paratively relative. It is 83 per cent. That, of course, arises because you do
not carry IOO'per cent from Vancouver to St. John’s, Newfoundland, because
you are dropping off and taking on.

Hon. Mr. Hanson: Tt would appear to be a fair average.
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Mr. SymingToN: Oh, very high, Mr. Hanson; very high. It could not be
much higher. )

Mr. Nicrouson: It is 83 per cent this year compared with 74 per cent last
year.

Mr. SYMINGTON: Yes.

Mr. Jackmax: What page is that?

Mr. NicuoLson: Page 10.

Hon. Mr. Haxson: It shows too that the people are going to use it more
and more all the time.

Mr. Symingron: Mr. Hanson, if we had the planes, I could not hesitate
a minute in having four trans-Canada services; and between Montreal, Ottawa,
Toronto and Windsor, I would have at least six, and I am perfectly satisfied
I could fill them full.

Hon. Mr. Hanson: Yes. Of course that just means that there. would be
room for private competition to start up competitive lines. That is all that
means.

Mr. SymiNgToN: I do not think so. I am not going to argue that with
you. All I can say is that if we had the operation that I have set forth, I
think we should pretty nearly make enough money to carry the mail free.

Mr. HansoN (Skeena): Why necessarily a private company, Mr. Chair-
man? If the facilities were available, why could not the present government-
controlled air lines get it, without a private company getting into it?

Hon. Mr. Hanson: You are a believer in the incentive motive in your own
business, the profit motive. There is nobody in this country who believes in
it more than you do, my friend, and for the same reason.

Mr. HansoN (Skeena): I believe that many commodities belong to the
people of Canada.

Hon. Mr. Hanson: If that is so, and if there is the demand for air trans-
port that Mr. Symington would have us believe there is, there is a field for.
competitive services in those branches.

Mr. Hansox (Skeena): Why can we not extend that ourselves?

Hon. Mr. Hansox: Because you will not get, under a non-profit, govern-
ment-owned system, the service that would be given where there is the urge
for private profit.

Mr. HansoN (Skeena): The people of Canada get the benefit of the
services.

Mr. Symineron: I do not want to enter into this argument if you are not
suggesting that they are not getting the service. But if you are suggesting
that they are not getting the service, I do. I think this committee will be
Interested to. know something about the reputation of these air lines. When

was in London, much to my surprise and gratification, the first man who came
to me was from Burma, who said he had heard about this Trans-Canada opera-
tion, and wished to have the chance to study our methods and so on, he thought
1t was such a wonderful achievement. The next man was Sir Frederick Symes,
the leading airman of India. The next were South Africans, Australians, New
Zealanders. Everybody at that conference said that they considered T.C.A.
the outstanding accomplishment in commercial air lines. I did not even know
they knew about it.
_Hon. Mr. Hansox: That is high praise. By that do you mean that a com-
Petitor could not give you as good service?

. Mr. Maveank: Let us get the balance of this statement. It would be
Interesting.
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Mr. SymineToN: I have had representatives from three of the devastated
countries over inspecting our lines and the methods used, for the purpose of
setting up in their own countries. The Australian man is on the way here now
and asks permission to study our methods and so on; and the United States’
lines admit that the operation of T.C.A. is a better operation than any of their
own lines.

Hon. Mr. Hanson: I should like you to produce evidence of that.

Mr. Symingron: The evidence is here. It could not be otherwise. The
evidence is here in those figures.

The Cuamrmax: I do not believe that this is the time or place to argue
the question of private ownership as against public ownership.

Hon. Mr. Hanso~n: No, perhaps it is not. But it naturally arises out of
the statement of the president.

Mr. Symingron: No, no.

Hon. Mr. Hanson: That if they had the facilities they could do a huge
business.

Mr. SymiNegTON: Yes.

Hon. Mr. Hanson: I say if there is a demand for this service in Canada,
there is room for competitive service. That is the view I take, anyway.

Mr. Symingron: Well, I would only submit this: here we have, as you know,
a country four thousand miles wide.

Hon. Mr. Hanson: No, long.

Mr. Symineron: Well, long, if you like; and one hundred miles wide.

Hon. Mr. Haxson: Three hundred miles wide.

Mr. SymingTon: And with relatively few people.

Hon. Mr. Hanson: Yes. : )

~ Mr. SymingroN: And of course, the more traffic you can get, particularly
in the east, where the expenditure per pound handled is very great, the more
of your organization and overhead you can get in that line, the better it is
going to be. You must remember this. In this case we have $4,600,000 worth
of capital in Trans-Canada Air Lines. The Dominion of Canada, as the
Dominion of Canada, has, I suppose, or when they pay the $58,000,000 to the
United States, they will have $100,000,000 in it. - In other words, the government,
are putting up 95 per cent and the air lines, whether it be private or publie, 5
per cent.

Hon. Mr. Hanson: Is that so?

Mr. Symixeron: Roughly, T would think that. Add to that the fact
that you are in the public service, the basic load is the post office, and therefore
a good portion of your revenues also come from the government. Here is a
line set up by the government with $4,600,000 capital. I would not sell that
line to-day if I owned it, for $25,000,000; and it has been made basically from
government revenues and government privileges.

Hon. Mr. Hanson: In other words, Mr. Symington,—

‘Mr. Symineron: I am a private ownership man, but I say that your case as
against the air line is the weakest you have in the whole controversy.

Hon. Mr. Hanson: I am glad to hear you say you are a private-ownership
man. ;

Mr. Symingron: T am.

Hon. Mr. Hanson: I look upon you as the high priest of private ownership,
you and your company.

Mr. Symingron: That is all right. T always have been a private-ownership
man. ‘
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Hon. Mr. Hanson: I am astonished to find you defending the principle of
public ownership and monopoly in the case of Trans-Canada Air Lines.

Mr. SymingroN: My views do not matter. But I would suggest to you
that I am not one of those who state that black must be black and white must be
white. I suggest, as a private-ownership man, that the private ownership people
who argue from T.C.A., have picked out the one service which has more reason
for being under public ownership than any other.

Hon. Mr. Haxson: That is a matter of opinion.

Mr. SymingToN: Well, of course.

The CuAmrMAN: Order. Let us proceed.

Mr. NicaoLsoN: Mr. Chairman, did I understand that Mr. Symington—

Hon. Mr. Hanson: This is a very interesting discussion.

The CHAIRMAN: But it is the wrong place for it.

Mr. NicaoLsoN: Mr. Symington said that if he were a private ownership
man—

Mr. MayBank: He did not say if he were. He said he is.

Mr. NicuoLson: Then may I put it another way. Mr. Symington has been
very successful in a number of important fields. If he and some of his associates
had gone into transport by air in 1937, and now had these assets that are shown
in this report he has tabled as worth something over $8,000,000, would he consider
that he now had a $25,000,000 asset?

Mr. Maysank: He said if he owned it, he would not sell it for $25,000,000.

Mr.. NicHoLsoN: He would not sell it for any less than that.

Mr. JackmAN: There is nothing to show that he is going to sell it.

Mr. Nicuouson: I hope it is not going to be sold at all.

Mr. Symineron: Unfortunately, I do not have anything to say about that.

The CHAmMAN: Order, please. ;

Mr. NicuoLson: I agree with Mr. Hanson that the pros and cons of public
versus private ownership should come before this committee frequently. If
there is any reason why T.C.A. should be given to private ownership or whether
private firms should be able to come into competing fields, as C.P. plans on doing,
this committee should be prepared, I think, to make certain recommendations. I
think, in the light of this report and the record of T.C.A., it would be a great
misfortune if this public utility should not be continued as such.

Hon. Mr. Haxson: I am not suggesting that it should be sold. What I am
suggesting is that with a sugar-daddy like the federal government behind the
T.C.A., no monopoly like that will succeed. That is true, is it not?

Mr. SymingToN: No.

Mr. DonNeLLy: Mr. Chairman, did I understand Mr. Symington to say
that the report of this company, Trans-Canada Air Lines, compares favourably
with any company in America? :

Mr. SymingToxN: Absolutely. ;i

Mr. DonNELLY: Or any company in the world?

Mr. SymingToN: Yes.

Mr. Don~erLy: And it is because of the comparison that this company
makes with any other private company which makes him believe that public
?:Vngg}?};ip is the best for them. Have you any companies that you can compare

with ?

Mr. Symingron: You can compare it with any of the private companies in the
States or any place else; mostly the States. That is about the only place there are
any. I am not going to get into an argument about it. I simply said, when it was
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suggested that the services would be better if there were competition, that I cannot
concede that. There is no better service that can be given than is being given by
this company.

Mr. Hagris: I wonder if the witness, who has made the statement as to the
services of this company, the T.C.A., comparing favourably with United States
lines, will be good enough to table the rates per plane mile flown in particular
mail services in the United States and in Canada, to amplify the statement that
he made that our services here were considered even better than those that are
presently in operation in the United States.

Mr. Symingron: I did not quite follow it. I don’t think I got the question.

Mr. Harris: Let me enlarge on it just a little. The T.C.A. has the key
to the cash box of the Post Office Department, and has had from the inception.
That is recited on page 4 where the rates have come down from 60 cents to
42-9 cents and still are not down as low as obtains in the United States. Now,
if we have a statement from the witness setting out the rates paid for the
carriage of mail per plane mile in approved mail service in Canada and the
United States then we will have some idea as to how it has been possible for
us to build up a very satisfactory service in Canada which to my mind is
largely due to the fact we have access to a rate per plane mile in the contract
with the Post Office Department much in excess of what obtains in the United
States. Therefore, I say it is not just fair to make a statement such as the
witness made just now that we have made such a great accomplishment as
compared with the United States. Let us put all the cards on the table and
we will be able to judge on the merits.

Mr. SymingTon: We went into the question of mail rates as between
Canada and the United States this morning. Passenger rates are the same.
The average rate per passenger mile is 5-3, both in Canada and the United
States. I was referring to the efficiency of the operation, and I say that it
cannot be contradicted that per man, per plane, per mile flown, and the results
of your power plants in your plane, it is as good in Trans-Canada or better
than any other company that they can be compared with. The facts are that
Trans-Canada has operated in a very modest manner. They have not any
great offices. In fact, sometimes I feel somewhat ashamed about their offices.
There is a policy set down with regard to enlisted men that we are to rehabilitate
every one possible. We have gone as thin as it is possible in keeping down our
personnel so as to be able to take as many rehabilitated airmen as we can. We

are Irunning too thin. There is no doubt about it, but it gives an operating
result.

‘Hon. Mr. Hansox: You said it was admitted by the United States com-
panies that you were superior to them. That is a rather astonishing statement.
I would be surprised if that were true.

_ Mr. Symingron: I will give you an example of that, Mr. Hanson. There
1s a gentleman who is one of the leading directors—I think the leading director—
of one of the largest air lines in the United States. He happened to be going
to Seattle. He wrote me and asked me if he could get a passage through, not
a pass, but get a reservation. He wanted to travel both ways on our line
because he wanted to compare it with their own line. He said he had heard
so much about our line. I got him a reservation and he went through to
Seattle. T know him very well and I asked him to let me know what criticisms
he would have and how it did compare. He wrote me that he considered our
operation better than their operation, that as to the action of our people,
alertness, unloading, pleasant atmosphere, attention, he concurred in everything
he had heard about it. He had only one suggestion to make in connection with
the operation. He said, “I think you should have cigarettes for sale in your
varlous ticket offices because on your plane when I offered my -cigarettes
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everybody accepted them and were complaining that they could not buy
cigarettes at your fields.”

Hon. Mr. Hanson: He paid a great tribute to the courtesy of your
employees, and I would, too. I have travelled a great deal in the United States
by rail and some by plane, and I want to say that we have it all over them
as far as courtesy is concerned in our railway service. You are tolerated on
some of the United States lines; that is about all.

Mr. Symingron: May I suggest that what you are able to say is an
indication of the alertness of our personnel.

Mr. NicroLson: Mr. Symington has got the rates charged for carrying
mail in the United States. Could he also get us the rates charged by the
C.P. Air Lines for mail carried here and also their rates per passenger?

Mr. SymixcroN: I am not getting the rates any further than I gave them
this morning. I stated with respect to the American mail rates what they were;
that is, I said in the big air lines between populous regions they were still
some decimal mills below us, that in the smaller air lines they were away
above us, that on the average they were still something below us, but they are
not comparable because they have a limit of 300 pounds that they have to
take and we have a limit of 1,200 pounds.

Hon. Mr. HaxsoN: Is there not the further point that they are based on
poundage and not on plane miles flown and therefore it is very difficult to
make a comparison?

Mr. SymingTon: It is a different system, but I would concede that on a
mill basis they are still somewhat below us, but we are catching them pretty fast.

Hon. Mr. Hanson: But there is still the question of the density of the
traffic of mail and planes, too?

Mr. Symineron: Of course, and being able to load your plane as you want
to instead of having to give mail the preference.

Mr. NicuoLsoN: Mr. Symington did not give us the rates applicable to the
C.P. Air Lines here. Could he give us those now?

Mr. SymineTon: I do not know that.
Hon. Mr. Haxson: The post office could give that.

Mr. SymineTon: The post office could give that. I think they are roughly
the same per plane mile as ours as far as I know.

Mr. NicaorsoN: Could we have someone from the post office?
Mr. Symineron: There may be certain regions, such as running up to
- Norman Wells where they would be higher. =

Mr. NicuoLson: Could we have someone from the post office to give that
information?

The CuarMaN: I suppose we could.

Hon. Mr. Hanson: As to your statement that you would not take $25,000,000

for this outfit are you serious in that when in a year’s operations you only have

a surplus of $148,000? ‘

Mr. SymixeTon: Mr. Hanson, you apparently did not listen to me very
much this morning.

Hon. Mr. Hanson: I tried to.

Mr. Symingrox: I showed you where we had carried 61 per cent more mail
and only got 9 per cent more revenue, and that if we had been on the basis we
would have earned another $1,600,000.

Hon. Mr. Haxson: I heard all that.

Mr. Symingrox: That is the answer, plus the fact that this line is in a
developing state. It has got an organization set-up with technical men second
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to none. It has learned the game and has a future which is very great. 1 know
of none greater.

Hon. Mr. Hanson: Then, your valuation depends on the lifting of the
circumscribing conditions under which you are operating?

Mr. Symineron: Largely, quite so.

Hon. Mr. Hanson: If you can have freedom and get all the traffic will bear
it might be worth $50,000,000?

Mr. Symingron: Not all that the traffic can bear in the matter of rates, but
all we can carry. If we have the planes and personnel to carry all the traffic we
could carry this line would be a very prosperous line. This line will be a
prosperous line not to T.C.A. because, as you see, the way it was set up we could
not make money, and we cannot make money as a line.

Hon. Mr. Hansox: Is that not one of the main incentives for efficiency of
operation, to make money? Is not this the tendency, that if the government is
going to take the profit and pay the losses what does it matter?

Mr. Symingron: The government is going to take the profit or loss under
the T.C.A. Act.

Hon. Mr. Haxsox: Human nature is very much the same in T.C.A. as it is
anywhere else, is it not, unless you have got super-men and women?

Mr. SymingToN: The morale of our personnel could not be any better than
it is to-day.

Hon. Mr. Hanson: That is nice to hear.

Mr. Maysank: All of this public versus private argument—

The Cramrman: Is out of order.

Mr. MayBank: I do not know whether it is out of order or not. T was not
going to complain on that score. I do not care, but at any rate it arises this year
more particularly as a result of decisions recently announced, so it seems to me.
One notices a good deal in the press about encouragement having been given to
private lines—the private line—go ahead and get established in certain places.
For example, they bought out various lines at different times. I should like to
know if we could have it on the record the times that C.P.A. did obtain its
various lines which it is now, according to the application to the Transport
Board, seeking to tie together. I do not know if Mr. Symington has that or
whether you would suggest that it comes from some other place. I should like
to have a record of that development in order to answer the charge that is made
that the government encouraged the C.P.R. to go into the development and now
is shutting it out from it.

Mr. Symineron: I, of course, do not know what is in their minds other
than that you ean look at the map. The facts are that T.C.A. policy was
announced before C.P.A. was ever formed.

~ Mr. Mayeank: I am not suggesting that you would know what was in the
minds of anyone. That was not my point. I asked whether we could get a
record as to when C.P.A. obtained the different lines which it is clear they now
want to link up and make a trans-Canada out of it.

_Mr. Symineron: I cannot give you the dates as to when they acquired these
various companies which they bought but it was certainly subsequent to the
announcement of T.C.A. policy.

Mr. MayBank: You are quite clear on that?
Mr. Symincron: Yes.
. Hon. Mr. Haxsox: Anterior to that Mr. Richardson started Canadian
Airways, and were not the two railways invited to come in?
Mr. Symineron: They each had stock in it.
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Hon. Mr. Hanson: The railways were told they were best suited, it was
thought by some people, at all events, to take up this pioneering policy.

Mr. Symingron: Mr. Richardson was looking for money and he came to the
traffic people to get it, naturally.

Mr. Maysank: I understand that C.P.A. certainly got all these lines into
one system after the announcement of policy on behalf of T.C.A. For a long
time, however, there was a working arrangement with Canadian Airways which
was looked upon pretty well as a C.P.R. company, run by the C.P.R.

Hon. Mr. Haxsox: Oh, oh.

Mr. MayBank: All right, that is my statement.

Hon. Mr. Hanson: They were on equal footing with the C.N.R., were
they not?

Mr. Maysank: It does not make any difference whether they were or were
not. Could we learn the date of acquisition by Canadian Airways of the various
small lines because all of them went together towards the building up of the
various C.P:A. routes we have to-day? I just want to find out if it is possible
to get this as a matter of record in order to confirm the charge made or deny it.
That is the whole point in the matter. If we cannot get it from Mr. Symington
then I will ask, Mr. Chairman, can it be got from some other source and become
a matter of record here?

Mr. Symingron: You would have to get it from the transport department.

Mr. MayBaNnk: Can we get that from the Transport Department, Mr.
Edwards? 3

Mr. Epwarps: We have no record of the date that the Canadian Pacifie
Railway purchased these lines. We have a record of the date when they applied
for licences of transfer from each individual line to the C.P.A.

Hon Mr. Haxson: It would be anterior to those dates.

Mr. MayBank: You can give us all the applications for franchises.

Mr. Epwarps: The date of every licence that was applied for and issued in
the Department of Transport.

Mr. MayBank: And the date of all transfers. That would take care of
it quite well.

Mr. DonxerLy: While the Department of Transport is getting that
information I wonder if they could get information also as to the price they
charge per passenger per mile, or the rate for passengers and the rate for
express and the rate for mail so that we will be able to compare what they
charge with what the T.C.A. charges.

The CuamrManN: Who are “they”, the Canadian Pacific Airways?

Mr. DoNNELLY: Yes.

Mr. Epwarps: The Department of Transport issues them all.

Mr. HawnsoN (Skeena): They should have the same rates for everybody.
They control these for everybody?

Mr. SymineToN: Somebody has asked me about the Vancouver to Vietoria
rates. I have them. Do you want them?

Mr. Hansox (Skeena): Better put them on the record.

Mr. SymingroN: Vancouver-Victoria passenger rates prior to March 1,
1944 C.P.R. air lines $7 and T.C.A. $3; after March 1, 1944, C.P. $5.50,
BCA 88,

Hon. Mr. Haxson: That is competition.

* Mr. SymingToN: Return fare $12.60 prior to March 1, 1944; after March
1, 1944, $9.50—that is by C.P. air lines. Trans-Canada, $5.40.
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Mr. HansoN (Skeena): People better use the Vancouver-Victoria T.C.A.
service.

Mr. SymiNeToN: These are the tariff rates as they exist at the present time,
and as they were formerly. .

Hon. Mr. Haxsox: And they are approved by the Board of Transport
Commissioners?

Mr. SymingronN: Yes. I should imagine in fairness to the C.P. air lines
they should have a higher tariff than we do.

Hen. Mr. Haxson: One is the short haul and the other is the longer haul;
that is the answer.

Mr. Symincron: That is a part of it.

Mr. Jackmax: You said that the T.C.A. has a capital of $5,000,000 plus
a surplus?

Mr. SymincTox: $4,600,000.

Mr. Jackman: $4,600,000 paid by the government for plant; and that you
say there that after the acquisition of these American airports in British
Columbia a further sum of about $100,000,000 was involved?

Mr. SymingroN: I am giving you a general figure. I think you would
find that they are probably within the mark.

Mr. Jackman: The question I want to ask is this, does the American
government have similar expenditures on their air lines and airports in the
United States or is most of that expenditure financed by the private companies?

Mr. SymingTon: I could not tell you that; I would think it was probably
mostly government. I could not tell you definitely.

Hon. Mr. Haxson: In some places it is municipalities.

Mr. SymingTON: Yes, take New York.

Hon. Mr. Hanson: Yes, La Guardia field.

Mr. Symixeron: New York spent $80,000,000 to $90,000,000 on La Guardia
and they are now planning to spend $200,000,000 on a new field at Idlewilde
which will be the greatest field in the world. The municipality of New York
is doing that.

Mr. NicmorLson: None of the American air lines have spent large sums of
money on individual airports any place?

Mr. Symineron: I could not say, but I do not think so.

Mr. Jackman: Do you receive any meteorological or other services outside
of those provided by the government and paid for by the Department of
Transport which would be paid for by companies over in the States?

5 tMr. Epwarps: It is 100 per cent Department of Commerce in the United
ates.

Hon. Mr. Haxsox: Do they supply it all?

Mr. Epwarps: It is the same as here.

Mr. Jackman: All aids to navigation in both countries are paid for by
the governments?

Mr. Symineron: By the respective governments, as Commander Edwards
has told you.

"Hon Mr. ‘Haxson: They ought to be.

Mr. NicuoLson: After having these figures regarding the transportation
costs between Victoria and Vancouver I would imagine that the T.C.A. would
be making a more vigorous effort to increase the volume of the passenger traffic
between these two points. I understood this morning that you had not made
any representation to the Board of Transport Commissioners. It would appear
to me that that would be a suitable procedure for you to follow.

el
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Mr. SyminegroN: We were heard, we were before the board on that matter.
I might say for the information of the committee that the Board of Transport
Commissioners took a legal view as to what the Act meant. We were not
sufficiently sure that they were wrong, that their decision was not right according
to the powers given us by the statute and there it lays. It is a government
matter, it is not a matter for us.

Mr. NicuoLsoN: Just on the assumption that you are operating a trans-
continental service naturally the T.C.A. should carry the passengers through.

Mr. SymIiNGgTON: It is more than that, it is a legal question involving
considerations of a very intricate nature and which I do not want to get into
a discussion before this committee. It was a fair hearing. It was decided
that we—as far as we were concerned, we were ready to furnish a service to the
people of Vancouver Island and Victoria if they wanted it.

Hon. Mr. Hanson: I read that judgment. There was another aspect to it;
among the other questions which came up was one relating to established rights,
the rights to the ground—

Mr. SymincroN: It was on the ocean.

Hon. Mr. Hanson: Yes, I suppose that makes a difference. That was
the factor, was it not?

Mr. SyminegToN: Oh, yes. You see, there was a direction about competition.
There was a private Act and a public Act, and which was to rule and so on;
and the only people who have any real kick are the people who are affected,
the post office department; we could earn more money which would be of benefit
to the post office department if we were allowed to take that Vancouver-
Victoria run.

The CuamrmaN: Now, gentlemen, I think we are at the end of page 11.

Hon. Mr. Haxson: No, you are not, Mr. Chairman, we haven’t got to
page 11 yet.

The CHARMAN: Surely.

Mr. JackmaN: On the general question, Mr. Symington, about the T.C.A.
being divorced from its parent owner, the Canadian National Railways.

Mr. SymingroN: I assume that the Canadian National Railways would
want a fair price for this property.

Mr. Jackman: What about the accounting principle involved; I imagine
there would bound to be criticism—

Mr. SymiNgToN: It is no use asking me about that because I do not know.

Mr. Jackman: After all, you have a dual capacity; first of all as a
director of the Canadian National Railways and secondly as President of the
Trans-Canada Air Lines.

Mr. SyminegToN: It has been the one capacity up-to-date.

Mr. JackmAN: Just the one capacity?

Mr. Symineron: It might be dual after this.

Mr. JackMAN: Surely you are not going to let the government steal this
line from the railway?

The CuammaN: You have an idea you want to make them pay for it?

Mr. Mayeank: The idea would be for the railway company to get credit
for $25,000,000. He has already told us that.

" Mr. SyminaroN: I would think that the thing would be pretty simple as
far as our situation is concerned; the government would take over our stock and
cancel the loan to the railway of $4,600,000 and own the stock, I should imagine
that would be a simple procedure.

4671—4
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Hon. Mr. Haxson: At that point it might be of interest to the éommittee
to investigate a little further; in the United States they are absolutely against
the railways operating air lines; is that true?

Mr. SymingTon: Yes.

Hon. Mr. Hanson: Is that not based on this principle that it was thought
that if the railways operated air lines they would use possession to protect
their passengers and other revenue as railways; is not that the underlying
motive?

Mr. Symingron: I do not know what the motives were. That was stated
to be one of them. It was a monopoly question, and as you know they are very
strong in the United States against monopolies.

Hon. Mr. Hanson: I understand that that was a motive. You admit
that that is a factor?

Mr. Symineron: There it is anyway.

Hon. Hr. Haxson: You do not care to express an opinion on that?

Mr. SymingroN: Oh, no, I do not want to get into any philosophical
discussion.

Hon. Mr. Hawsox: It is very practical, it is not only philosophical and
it may become a big issue in this country.

Mr. Symingron: I know, I am not in that, I am out of it.

Hon. Mr. Hansox: If you are not, it would be the first time you were not,
according to my recollection. And now, I want to ask you, I am thinking of
the figure of $218,000 (on page 4) which you say you have set up in 1943
operating expenses to provide for anticipated post-war inventory adjustment;
does that mean that you anticipate a decline in the value of your inventory?

Mr. Symingron: Substantially, because as I explained this morning, we
are carrying an inventory of $1,247,000 instead of half that amount because
of the uncertainty of getting materials in order to operate air lines. And you
may recollect that on a former occasion I said that we were very fortunate
people, and very wise in having got all that we did when we did.

Hon. Mr. Hanson: You are an untaxable company, not subject to income
tax the same as others. Do companies which are subject to income tax do this?

Mr. SymingroN: Well, of course, they could; it is a reasonable principle.

Hon. Mr. Hanson: If they could get away with Iit.

Mr. Symingron: No, it is done in every company, Mr. Hanson. You
look at the depreciation reserves of the Canadian Pacific Railway or the
Canadian National Railway in the statement which you will see to-morrow
or any company you are connected with—some of them, I do not know the
companies—but I think you will find that all of them have been setting up
a reserve for war depreciation and inventory. That is going on all the time.

Hon. Mr. Haxson: That is, you have the right.

Mr. SymingTon: Sure.

Hon. Mr. Hansox: So far as the tax-paying companies are concerned,
might I remind you that there is a very strong limitation on the amount you
can set up.

Mr. Symineron: Well, there is a limitation but, of course, if companies
have been depreciating to the limit, they might have a little trouble; by and
large, it is an essential business procedure.

Hon. Mr. Hanson: I am all with you on that point.

Mr. SymiNgron: As far as I know the tax authorities have recognized it.

Hon. Mr. Hanson: What is the rate you have set up?
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Mr. SymingroN: We have written off about 20 per cent, $218,000—
roughly that.

Hon. Mr. Hansox: That is all T have to ask on that; then on the question
of personnel—

The CuamrMAN: Gentlemen, we were reading at page 12 when we left off.

Hon. Mr. Hanson: No, we have not got to page 12 yet.

The CualrMAN: Yes, we have.

Hon. Mr. HaxsoN: Excuse me, we have not; and if we have we are going
to revert, so far as I am concerned.

The Crairman: All right, I don’t care, so long as you keep moving.

Hon. Mr. Hanson: All right. I think we are moving pretty fast; and
if it will relieve anybody I will state now that I would like to see, as far as

I am concerned, the committee finish the T.C.A.; I am quite sure Mr. Symington
would also.

Mr. JackMaN: Then, as to that 35 per cent operating charge; I suppose
the T.C.A. pays the ordinary taxes on gasoline?

Mr. SymineroN: Yes, the sales tax and all that sort of thing.

Mr. MayBaNnk: What taxes are paid by private companies that you do
not pay?

Mr. SymiNeToN: Purely income tax.

Mr. MayBaNK: Income tax and excess profits tax.-

Mr. SymineToN: We can never pay any excess profits tax because we
are never allowed to make any.

Mr. MayBaxk: Then those are the only taxes that you do not pay?

Mr. Symingron: Those are the only taxes that we do not pay. It may
be a matter of concern to the department. Of course, we contend that we pay
100 per cent of all we make to the government anyway.

Hon. Mr. Hanson: But that is not tax.

Mr. Symincgron: You can call it tax or whatever you like, but that is
the result.

Hon. Mr. Hanson: If you make any money the government gets it.

Mr. SymingTroN: During the balance of the short time that I will be here
I want them to.

. Mr. Haxson (Skeena): In other words, the Canadian people get any profit
if there is any.

Hon. Mr. Hanson: And if there is any loss the people take it.

Mr. Syminaron: If there is any loss the mail rate increases.

Hon. Mr. Hanxson: Whichever way you put it, it comes out of the
consolidated revenue fund. Now, there is a small item of general tax there
on page 12—

Mr. SymingroN: You refer to that property tax?

Hon. Mr. Hanson: Yes, your real estate.

Mr. SymineToN: I can give you that.

Hon. Mr. Hanson: It does not amount to anything.

Mr. Jackmaxn: I notice an item here relating to services of American lines
Crossing over into Canada, and I understand that you have some routes that
_ Oberate into the States now. How many routes do we have into the States now?

Mr. Symingron: I have seen that stated so very often in the House that.
I should know it myself. The only line we run is Toronto to New York.

Hon. Mr. Hanson: That is the only one; they have about how many,
about a dozen?

4671—43
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Mr. SymineToN: They have eight or nine and they are all losers.

Hon. Mr. Hansox: I think that should be rectified; it seems to me it is
only one-way traffic.

Mr. SymingTon: Mr. Hanson, that is the very question that will have to be
debated; I am very much afraid that it will be changed after the war is over.

Hon. Mr. Haxson: You are?

Mr. SymiNgTON: Yes, I am afraid so.

Hon. Mr. HansoN: Are you suggesting that they are all losers, these
American lines are all losers? )

Mr. SymincTon: With the possible exception of the Montreal-New York run.

Hon. Mr. Hansox: If they become winners, you are going to step in. Is that
the idea?

Mr. SymiNgroN: We cannot do that because it depends upon what the
arrangement is with the American government. We cannot step in any place
except by arrangement between the two governments.

Hon. Mr. Haxson: But you could prevent anybody else from stepping in?

Mr. SymineToN: The government could refuse any American line the right
to come into Canada, of course.

Mr. Jackman: For every American line that comes into Canada, we would
have the correlative right to go over the same route, would we not?

Mr. SymineroN: No. ‘

Mr. JackmAN: What routes have we entering the United States just the one
Toronto to New York?

Mr. SymineroN: That is all.

Mr. JackmaN: And you say that they have nine against our one?

Mr. Symixeron: They have a short line from Seattle to Vancouver, and from
a small western town up to Lethbridge, from Fargo to Winnipeg and from
Minneapolis to Winnipeg, ete. I would say that our one line serves a bigger area
than all of theirs put together.

Hon. Mr. Haxson: In other words, you got the best route?

Mr. SymineToN: Absolutely, and that is what we set out to get.

Hon. Mr. Haxson: Has there not been an American line coming up from
Boston to the Maritimes?

Mr. SymingroN: They do run up a line from Boston to Moncton.

Hon. Mr. HansoN: And you say there is nothing in that, that is a losing
line?
4 Mr. SymingToN: What I am saying now, I am talking about normal times,

yes; possibly during this war period where they have been hauling a lot of people
up into Newfoundland and Gander and a lot of materials, it is a different question;
. but there again I do not say that they will always be losers, that in all
likehood after the war when this arrangement comes up for consideration, the
arrangement which exists at the present time, the indications are that there will
be arrangements for reciprocal routes both ways between all points. That is if
the United States want to run, say, from New York to Montreal; Canada can run
from Montreal to New York and so on all across; but that is only an opinion, I
do not know.
Hon. Mr. Hanson: That is a probable thing, that is all you are saying?
_ Mr. Symingron: That is a probable thing; but remember this that coming
into Canada on any of their lines all they run, is about forty or fifty miles
whereas on the New York service we run 400 miles through their country. So
that the 8 to 1 is not very much out of line, you see.
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Hon. Mr. Haxsox: It all depends on the point of view.

Mr. Symineron: Yes, it all depends on the point of view, but the thing was
very carefully thought out originally, and I would expect that it will be reciprocal
rights after the war. I could not say; I am not so sure we will be any better off.

Mr. Jackman: If T.C.A. want the privilege of flying into the United States
over another route to whom do they apply?

Mr. SyminGgToN: The State department in Canada has to apply to the State
department in Washington; everything is between governments.

Hon. Mr. Hanson: Is that by treaty?

Mr. SymingToN: That is by treaty. That is the present situation.

Hon. Mr. Hanson: Is that a treaty or is that just a modus operandi that

has been set up; because I understand that no private company can approach the
American government.

Mr. Symineron: No, no private company ean approach the Canadian
government from the United States; the approach must be through the State
department.

Hon. Mr. Hanson: That is not a treaty, that is a method established by
governments. Mr. Edwards ought to be able to answer the question.

Mr. Epwaros: I gave you a statement last year which was printed by the
committee—a detailed analysis of all the treaties and exchanges of notes.

Hon. Mr. Hanson: I suppose I didn’t have time to read it.

Mr. Epwarps: That is what they call exchanges of notes.

Hon. Mr. Hanson: Exchanges of notes?

Mr. Epwarps: Yes.

Hon. Mr. Hansox: And the result is as Mr. Symington has stated?

. Mr. Epwarps: That exchange expired, offhand, I would say a year ago and
1t was frozen then for the balance of the war; and that is the position to-day.

Hon. Mr. Hanson: Thank you. That is the answer to the question.

Mr. JackmaN: On this line that used to operate from Vancouver to Seattle,
rile t_‘aba‘;xdoned that, and some private company has taken the line up now, is

at so?

Mr. SyminegToN: No, they had the rights there. The Canadian Airways
had that line and asked to be relieved of it and T.C.A. took it over as a training
route for its first operation and it lost money on it, and ultimately when we
made the arrangement we withdrew from the Vancouver-Seattle run. It cannot
be and never will be economically run, it is not a long enough run.

Mr. JackmaN: And some American line took it up?

Mr. Symingron: No, they were running then.

Mr. JackMAN: And they are still running on that line?

Mr. SymingroN: They are running I think one plane a day.

Hon. Mr. Haxson: And losing money?

Mr. Symineron: Oh yes, I am sure they are. All those lines made a fair
show while the northwest development was going on, but I understand they are
E}(l)w carrying one or two passengers a trip and you cannot run an air line like

at.

Mr. NicuoLson: If you had this proposed service from Toronto to Sault
Ste. Marie, and Winnipeg, Saskatoon, Edmonton, and so on, with four cities
Instead of seven or eight what would be the prospects of increasing the business

etween Toronto and New York, if there is a direct service? :
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Mr. Symingron: If we give the best and quickest service we are hopeful
that we will get the business. We flew a test flight recently with a 4-engine
plane to Winnipeg in 3 hours and 15 minutes.

Mr. Nicuorson: What is your present time—how does that compare with
your present time?

Mr. SymINGTON: Seven hours.

Mr. NicuoLson: And from Winnipeg to Edmonton how many hours do
you occupy on that leg?

Mr. Syminegron: Well, we have not flown that yet, but it would not be
very much longer.

Mr. NicuoLsoN: How many hours would you say would be required be-
tween Toronto and Edmonton if this new service was available?

Mr. SymingTON: Six to six hours and a half.

Mr. NicuoLsoN: You would save—

Mr. Symineron: It would go out in six or six and a half hours.

Hon. Mr. Haxson: It is 800 miles, I suppose.

Mr. Symingron: It is more than that.

Mr. NicuoLson: What is your present flying time from Toronto to
Edmonton?

Mr. Symineron: We do not go direct, we go by way of Lethbridge.

Mr. NicuorsoN: How many total hours are involved from Toronto to
Edmonton?

Mr. Excrisu: Fourteen hours and twenty-five minutes.

Mr. NicHorsoN: And you did it in six or seven hours?

Mr. ExcruisH: Six and one-half hours.

Mr. Jackman: I suppose inference would be drawn from the paragraph
on page 4 in regard to the hop from Vancouver to Victoria that if you had the
right to do the local traffic between those two points you would not have a
financial disadvantage?

Mr. SymineroN: Right. You see the plane probably has one or two
passengers who have come from away east of Victoria, but if we fill up we make
$50,000 or $60,000 more out of those seats than out of the short run.

Mr. Jackman: When you took that line from the other company—

Mr. Symineron: We did not take any line over from the other company.

Mr. Jackman: When you had your own company over the route already
serviced—

Mr. SymingToN: No, there never was a line into Patricia Bay, there was
no airport. Patricia Bay is an R.C.A.F. field, the only field upon which a land
plan could land. The other service was a flying boat service to Vietoria. So
when the R.C.A.F. built the field upon which a land plane could land we asked
them if we could have the use of it, and they agreed that we could have two
planes a day each way into their military field at Patricia Bay; and the govern-
ment passed an order in council putting that into the A.C.A. Act.

Mr. Jackman: Did you have any option after the order in council was
passed whether or not you should take it or leave it?

Mr. Symingron: Oh, no, we have to take it, of course.

Hon. Mr. Haxsox: On page 6 you deal with the property and equipment,
and you have twelve Lockheed 14-08 aircraft, equipped with two Pratt and
Whitney engines and eleven Lockheed Lodestar aireraft. Now, how many of

those are in operation; how many planes are you running a day and how many
have you in reserve?
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Mr. SymiNncToN: I am afraid we have not any in reserve.

Hon. Mr. Hanson: All are being operated?

Mr. SymineroN: Oh, yes, that is one of our difficulties.

Hon. Mr. Hanson: That is a handicap when you haven't got a plane in
reserve.

Mr. SymineToN: Yes, we should have several reserve planes. If something .
happens, say, in Toronto, we have to fly a plane from Winnipeg to take its
place and that results in a lot of expense.

Hon. Mr. Haxson: You are quite right. Now, let me refer to personnel
on the same page. I see that you have a personnel of 2,343 operating twenty-
three planes?

Mr. Symingron: Oh, well—

Hon. Mr. Hanson: All right, now, wait a minute, I would like to have a
breakdown of this personnel matter if it is not in the report, and I do not think
it is. Now, a certain portion of this personnel of 2,343, I presume, is being used
to handle the overhauling of military aireraft for the government?

Mr. SYMINGTON: Yes.

Hon. Mr. Haxson: How many of them?

Mr. SymiNGgToN: 606. May I give you a statement which I have prepared?

Hon. Mr. Hanson: Yes, I should be glad to have that.

Mr. SymingroN: Personnel at December 31, 1943, 2,343; 1942, 1,662.

Deduct war contract, Trans-Atlantic and return ferry service, 1943, 606—

Hon. Mr. Hanson: That is both of these trips?

Mr. SymiNgToN: Yes. 1942, 410; a total in 19483 of 1,737 and in 1942 of—

Hon. Mr. Hanson: 1,737 adapted to Trans-Canada?

Mr. Symineron: I will give it to you. 1942, 1,252.

Per aircraft operated, 1943, 72; 1942, 52.

Add increase proportionate to increase in passenger revenue (traffic) of
37 per cent to your 52 and you have 21.

That gives you per aircraft operated in 1942, 73 and in 1943, 72.

It is generally accepted in the air transport industry that for each aircraft
operated the operator should have three complete crews and for each man in
the air there should be from six to ten ground employees.

Hon. Mr. Hanson: That seems reasonable.

Mr. SymineToN: As of December 31, 1943, T.C.A. had 24 crews per aircraft
and an average of nine ground personnel to each member of a crew.

Our experience is also with due regard to the very grand work they are
doing that because of physical and other causes it takes about three women to
do the work of two men, and that is the situation when we have to consider
that 35 per cent of our personnel are women.

Hon. Mr. Hanson: What is the standard from which you are quoting?
Is that the experience of American air companies?

Mr. SymineTon: Yes, those are generally accepted ratios.

Hon. Mr. Hanson: That is based on the experience of American companies?

Mr. SymineToN: Yes.

Hon. Mr. Hanson: And you are arguing from that to your own position?

Mr. SymingTroN: Quite so.

3 Hon. Mr. Hanson: That is information that I thought I would like to
ave.

Mr. Symincgron: I am glad you asked for it.
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Hon. Mr. Haxson: It does not seem to me to be an undue proportion of
men on the ground; the R.C.A.F. have more than that, have they not?

Mr. SymingTon: Oh, yes.

Hon. Mr. Hansox: About twenty?

Mr. Symingrox: At least: More than that. However that is considered
the basis of operation in American air line operation.

Hon. Mr. Hanson: There is no reason why this company should do any-
thing more than is necessary. I do not assume they are doing it. But we wanted
that figure explained, because on the basis of it you have 100 people for every
aeroplane, so you were not doing justice to yourself.

Mr. Symingron: I am glad to make the explanation. Of course, even with
that deduction, Mr. Hanson, we cannot quite say that 606 are all that are
engaged on other work because the superintendents and supervisors inevitably
in the oversight spend a good deal of their time. Our trans-Atlantic work is
moving faster. Our third ship left last night and reached England this morning
in twelve hours roughly, and that operation has been a most difficult one. We
were operating, as you will understand, racehorse engines on a truck job, and
you, cannot do it. We have had the Rolls-Royce man out here just recently
for the first time. We have had to do the whole show ourselves, and if you
want to hear what he thinks of the T.C.A. personnel why you can talk to him.

Hon. Mr. Haxsox: I am not condemning the T.C.A. personnel. I do not
suggest that, even. What I was concerned about was the apparent large ratio
of personnel to the number of planes flying. On that phase of it you will see
my mathematics are correct.

Mr. SymingToN: Oh, yes. But that is the reason. We are doing all this
outside work.

Hon. Mr. Haxson: One criticism was as to the large number of women
you have in certain centres. I suppose it is impossible to avoid that, with the
scarcity of men. That criticism came from a man, by. the way.

Mr. Symingron: Well, as a matter of fact, in some jobs they do better
probably than men.

Hon. Mr. Hanson: The clerical staff? ‘

Mr. SyminegToN: The people who meet the public. I will just give you
an example of what happened. A very well known lawyer—you know him very
well—in Montreal travels a good deal to Toronto. He met me on the street
the other day and he said, “You have Miss so and so in your office in Toronto.”
I said, “Yes.” He said, “Any time you want to let her go, let me know. I
want her.” T said, “Why? How is that?’ He said, “I had a reservation back
home the other day, and they telephoned me that I was deplaned.” He said,
“I was mad enough to bite iron. But by the time that girl got through with
me, it was a privilege to give it up.”

Hon. Mr. Haxson: I will say that most of them are glamour girls, fine
looking and all that.

Mr. Symineron: They have more than glamour.

Hon. Mr. Hanson: They are a fine-looking lot.

Mr. Maysank: Do you know any more stories?

Hon. Mr. Hanson: I was witness to a man being deplaned down at the
Chateau one day, and he was not so hot. He was really mad.

Mr. MayBaxk: Maybe he met a male steward.

Hon. Mr. Hansox: That is all I want to ask about that.

Mr. NicuoLson: In connection with this paragraph on personnel, I have
always felt that the Canadian National Railways gave a service that compared
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very favourably with the service given anywhere in any country by any company.
I think I agree with this lawyer who spoke to Mr. Symington.

Hon. Mr. Hanson: Oh, oh. And you a minister of the gospel!

Mr. Nicuorson: I had a similar experience in Regina about a year ago, in
the middle of the night, and I had to catch a train the next morning. I wonder
if Mr. Symington has any explanation as to why the T.C.A. has the reputation
of being so much more courteous than similar services on the CN.R.?

Mr. SymineToN: I should think the answer is that it is a matter of the
technique being different. The air line technique is to practically wet nurse
everybody from the time he declares he is thinking of buying a ticket until
he gets back. People like to be called up and told that the plane will be on
time instead of being told that it is not on time. We have classes. We take
these girls in and put them through classes in how to deal with these situations,
courtesy and so on. They are educated to it. That is their job. It is a training.
It is just the same as a nurse’s training or anything else. A traffic woman in
the T.C.A. has to go to school before she gets a job.

Mr. NicaoLsoN: Is it your hope that this sort of treatment will continue
throughout the years?

Mr. SymingToN: Oh, yes, of course.

Hon. Mr. Haxson: Oh, oh!

Mr. Hanson (Skeena): If it is in order, let us all start to tell stories. 1
think we are absolutely off the subject.

The CuarmMaN: We cannot get any definite order here, but we are making
headway just the same. ;

Hon. Mr. Haxson: I think it is highly entertaining. I would not be deprived
of it for anything. Do not frown so upon me, Mr. Hanson.

Mr. MayBank: I have been wondering which one of these Hansons is the
chief of the clan.

Mr. Hanson (Skeena): Let us get through with what we are supposed to do.

Hon. Mr. Hanson: Well, let us come to “personnel”.

The CuamMAN: I would suggest this. Honourable Mr. Hanson rather
took me to task this morning because we were jumping all over the book. I
rather think he himself has been guilty of jumping all over this book this
afternoon. :

Hon. Mr. Hanson: I will not admit it. I am like Mr. Symington. I make
no admissions against interest. The lawyers will understand that phrase.

Mr. JackmaN: In order to pick up one or two things, under “Atlantic
Service” you mentioned—

Mr. HansoN (Skeena): What page are you on?

Mr. Jackman: Page 5, “Atlantic Service.”

Mr. MayBank: He is jumping back.

Mr. JackMAN: You went too fast for me. You mentioned that these
Lancasters are completed in our shops. Can you not specify, when these
Lancasters are being manufactured in Canada, that you want them for this
particular purpose in place of for military purposes?

- Mr. SymingroN: You can, to a certain extent; that is, in the construction
of the plane itself you can leave the turret off and make those structural changes.

Mr. EmMersoN: Leave the guns out.

Mr. Symineron: Take the guns out and all that sort of thing. What hap-
pens now is this. With the last two, we sent our own engineering crews to
Malton where those planes are built, to put in the equipment which is required
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for the commercial plane there instead of at Dorval where we were very much
crowded for space. But there are all sorts of safety devices, instruments and
so on and engine changes that have to be made to convert. As I say, a plane
that was built for speed, to go into a territory and out again and back into the
maintenance shop, has requirements quite different from one that has to do a
long steady grind twice a week across the ocean—it is a different breed of cat
and there 1s a good deal of changing and converting to do.

Mr. EmMmeRsoN: Did you say there were engine changes?

Mr. Symineron: Engine changes, yes—engine adjustments and changes.
The engines come for the bomber in pairs, in groups. Those engines, as I say,
were built for speed, dashes running at great speed. You cannot cross the
ocean with them at that speed because you cannot carry enough gasoline to
do it. So you have to operate them at a cruising speed; and the combustion
and the points and so on in the engines had to be completely readjusted, mostly
by trial and error, in order to arrive at a safe cruising operation across the
ocean.

Hon. Mr. Hanson: That sounds reasonable. At some time would you
hand in a breakdown of the categories of the personnel?

Mr. Symingron: I could give you that now, I think.

Hon. Mr. Haxson: Very well. I am not asking for individual salaries, but
rather the amounts paid out in each category. How many categories are there?

Mr. SyminegToN: It is quite a long list.
Hon. Mr. Hanson: Perhaps it could be handed in and put on the record.
Mr. Syminaron: All right. I will hand it in.

Hon. Mr. Haxson: I cannot follow it when you are just reading it off, but
I can read it over afterwards.

Mr. Symingron: I will hand it in. That is the whole employment that I
have given you.

Hon. Mr. Hanson: Divided into categories, if that is the right way to
express it.

Mr. SymineToN: The categories are under general office staffs, flight and
dispatch, captains, first officers, first officers in training, communications and
stations, maintenance and overhaul and so on. There is a complete accurate
record.

Hon. Mr. Hanson: That will go into the record, then.
(See Appendix A)

Mr. Jackman: Dealing with this paragraph on self insurance on page 6,
dp you feel that the line can have a big enough average and enough diversifica-
tion to carry its own insurance? I am thinking of a motor car judgment in
Ontario against one man, which went as high as $120,000. If you had a plane
loaded with expensive executives who were killed, you would find that reserve
of $647,000 would be gone and a lot more.

Mr. Symingron: That may be so. But I think we were rather pressed
by this committee—at any rate, we did last year go in for self insurance except
fox: the hangars where there is a tremendous concentrated risk from fire; and we
built up a reserve fund, charging regular rates, to $647,000, which we meet as
msurers. If we could keep that up for a year or two, we would be in pretty
fair shape to take care of things.

Mr. JackMAN: Can you tell me what your gross premiums or your gross

?harg'els{ ??n operations for insurance have been, and how much has been paid
or risks

Mr. Symineron: I can give you full particulars.
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Mr. JackmaN: Perhaps you could tell me whether or not the lines in the
United States carry all their liability themselves?

Mr. SymingTon: None that I know of, sir. They did start, I think, follow-
ing our move, a sort of co-operative arrangement whereby they formed a com-
pany, the insurance companies and the air line companies, in which they each
had stock; something like the grain insurance company in Canada.

Mr. HansoN (Skeena): Last year, Mr. Chairman, the matter of the acei-
dent at Armstrong was brought before this committee, and there were some
of the claims not settled at that time. Were they finally settled?

‘Mr. SymineroN: Yes. They were all settled.

Mr. MAyBank: I have a question I was going to ask, but perhaps you

- were going to answer something else first. Could you give the total overall cost

of that Armstrong accident? Maybe you are going to answer something else
first.
Mr. SymineToN: It is two or three years ago. I cannot give it to you now.
The insurance company paid it. We did not. We were insured at that time.
Mr. MayBanNk: Oh yes. That is all right.

Mr. SymingToN: Do you want this insurance, Mr. Jackman? If so, here
it is.

Flying equipment, 1943, we paid the underwriters, $24,900, self insurance,
$267,554; public liability, we paid the underwriters, $3,267, and the self insurance
fund, $6,612; passenger liability, we paid the underwriters, $32,500, self insur-
ance, $68,457; buildings and contents, material and ground equipment, we paid
the underwriters, $11,721, self insurance, $2,332; employer’s liability, under-
writers nothing, self insurance, $43,167; fidelity bonds, $416 underwriters, no
gelf insurance; group life, T.C.A. proportion, $13,308 paid underwriters. That
is a life insurance policy we took out for our employees.

Mr. JackmAaN: My question really goes back to what Mr. Maybank had
to say. I was wondering how much liability had been incurred to pay for losses
as against how much had been set up. Of course, we have to find out what the
insurance companies have paid. It was obviously a losing job for them on the
crash at Armstrong.

Mr. SymingroN: Oh, they made money. They came around when we did
this and quoted rates very materially lowered if we would leave the business
with them.

Mr. Harris: The total comes to a good deal more than the 1943 amount
of $293,347.70. Where does the balance appear?

Mr. SymingToN: Pardon?

Mr. Harris: The total of what you just recited?

Mr. SymincToN: The total of what I just recited was $86,000 for under-
writers, $388,000 for self insurance, a total of $474,000.

Mr. Harris: Where is the difference between that and the $293,347.70 on
page 11?7 Where does that show?

Mr. SymincTon: Which item on page 11?
Mr. Hagrris: Item 617.

Mr. SymingToN: Item 617, flying equipment insurance, 618, 654, and 696.
They are departmentalized.

Mr. Harris: The figures you have just given us make up the total?

Mr. SymingToN: Yes. I am relying on my accountant here. I have not
figured it out myself. I can give you the premiums if you want them established.

Mr. JackmaN: It is more the principle that I am concerned with.
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Mr. SymineToN: You asked about liability. Our aircraft insurance runs
to a total insured value of $3,000,000. We charged 7% per cent and the previous
rate we paid was 8-426 to the insurance companies.

Mr. JackMmAN: It is like automobile insurance. We are not concerned very
much with property damage or damage to your own car but public liability
may run into very large figures, and the same thing with aireraft.

The CramrMAN: Are you ready to adopt this report, gentlemen?

Mr. EmMmerson: I want to ask Mr. Symington what is the record of
accidents for 1943? :

Mr. SymingToN: The only accident that amounted to anything that we
have had was the one at Armstrong three years ago.

Hon. Mr. Hanxson: The record has been excellent.

Mr. EmMmERsoN: You have not had any in 1943?

Mr. SymiNeTon: No.

Mr. EmMmErsoN: No damage, no public liability claims?
~ Mr. Symincron: There were some jars but nothing serious inVolving
injuries. :

Mr. DonNeLLy: That is the only real accident you have had since you
began operations?

Mr. SymINGTON: Yes.

Mr. Harris: Does the cost of repairing a plane that is damaged in an
accident come out of the self-insurance fund or out of operations?

Mr. SymingToN: It comes out of the self-insurance fund, Mr. Harris.

Mr. Hagrris: There is one other observation, Mr. Chairman. I cannot just
agree that the conduct of the whole T.C.A. operation in the matter of super-
intendents and employees has thinned out a great deal when the grand total
of the costs this year, as I view it from the statement here, is about 50 per
cent higher than they were last year whereas the total income is not 50 per
cent higher. I imagine you must be thickening up the necessary services to
carry on the T.C.A. I understood the witness to say they had thinned out a
great. deal the control of the T.C.A.? ;

Mr. Symineron: We have not thinned it out. With the growth of business
we have not taken them on, and they have taken people from us through
selective service, mainly mechanics.

_ Mr. Hareris: You took them on to the extent of from $326,000 up to $559,000
In one year?

Mr. Symingron: Yes. Of course, I gave a written statement this morning
as to the reasons.

Mr. Harris: It does not indicate you have thinned out to the extent of
your statement made to-day?

Mr. SymineTon: I simply repeat the statement I made to-day that we are
running 1n my idea of things very thin for the operations we have.

Mr. Harris: Not nearly as thin as a year ago?

Mr. Syminaron: Yes, I think T would say thinner.

Mr. Harris: Not according to the costs?

Mr. SymineTon: Not according to the costs, that is quite true.

Mr. Harris: You have an advance from $156,000 to $225,000.

Mr. SymiNeron: Which item are you reading now?

Mr. Harris: Ttem 631. You have an advance from $156,000 to $225,000;
that is an advance of $75,000.- Then you have an advance from $326,000 to



RAILWAYS AND SHIPPING 53

$559,000. That does not indicate thinning out to the extent that your general
statement would lead us to believe. I am not complaining about it. It is just
as well it is not thinned out too much.

Mr. SymineTon: I think we are thinned out too much. I have asked
the R.C.A.F. to get me seventy-five pilots, one hundred and fifty mechanics,
navigators and radio operators. They are getting them as fast as they can.

Hon. Mr. Haxsox: It seems to me that the chief criticism of your state-
ment is the tremendous increase in your operating cost; is that not so?

Mr. SymingTon: That is the reason I read the statement to you. I
went to some trouble to read a statement this morning which I prepared in
explanation of it, and which you will find on the record.

Hon. Mr. Hanson: Of course, we have not got it in front of us, and we
cannot cross-examine you intelligently on it without it so I am not going any
further with it.

Mr. JackMaN: On this contributory pensions plan for the personnel what
percentage do you contribute and how much does he contribute?

Mr. SymineToN: We contribute the same as he does up to 5 per cent.

Mr. JackmaN: And he contributes what he likes up to that.

Mr. SymingToN: New employees since the plan was effective are com-
pulsory 2 per cent. : i

Mr. Jackman: That is approved by the revenue department for taxation
purposes?

Mr. SYMINGTON: Yes.

Mr. Jackman: Why do you not put the money into government annuities
and get 4 per cent instead of 3 on the government guaranteed bonds? Why
do you not put it into government annuities, buy them government annuities?

Mr. SymineroN: We cannot buy them annuities at the moment until we
get enough money to buy annuities.

Mr. JackmAaN: You can pay in on them.

Mr. SymineToN: We do not know that we are going to want annuities
when the time comes. These boys are not looking for annuities now. They
are building up a fund under the plan to buy an annuity at the time they retire.

Mr. JackmAN: But during the time they are building up, if that is the
purpose in view, they could be getting 4 per cent instead of 3 per cent?

Mr. SymincTon: Of course, probably many of them will leave the service
and will want their money out. The plan is one of investment in government
securities, and when a man comes to the retiring age whatever sum is there
buys him an annuity for life, a government annuity.

Mr. Jackman: If he wants his money out he cannot get his money out;
the government will not approve of a plan whereby you give them a lump sum
when they leave your employ?

Mr. SymiNgToN: In the air business I do not think we could tie them up
so they could not get out.

Mr. JackmaN: They cannot get their. money out under a government
approved plan?

Mr. SymincToN: I do not think they would consent to that.

Mr. Jackman: They have no option now when they leave your service?

Mr. Syminaron: No, they get their money back but if they are retiring
they get an annuity for the rest of their life.

Mr. JackmAN: A man may come under this plan with government approval
and when he leaves your employ he can get a lump sum?

Mr. SymineToN: He gets the money he has paid in plus interest on it.
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Mr. Jackman: All of which money has been tax free to him?

Mr. Cooper: It is not tax free.

Mr. Jackman: Why do you not get a tax free plan then? It is much
more beneficial to the employee.

Mr. Cooper: That is questionable.

Hon. Mr. Hanson: It is quite possible you can get a tax free plan.

Mr. CoopER: Yes.

Hon. Mr. Haxson: There may be a question of calculation which might
alter your policy.

Mr. Harris: I should like to ask, Mr. Chairman, if items 631, 681 and
691, salaries and wages, are frozen?

Mr. SymiNcToN: Yes, they are frozen.

Mr. Harris: What method do you use to hold your employees?

Mr. SymineToN: -We just hold them, that is all, if we can. There are
quite a lot of changes.

Mr. Harris: Do you change your categories? Where you are going to
lose a valuable man because his salary is frozen do you put him in another
category ?

Mr. Symincron: If we can give him a better job he will be allowed an
increase in salary. °

Mr. Harris: Did you originate any new jobs or positions during the year?

Mr. SyminegToN: I do not know that you could say we have originated new
jobs. Naturally with the expansion and increase of territories we have appointed
superintendents, and that sort of thing in various territories.

Mr. Harris: Have you been able to hold your men?
Mr. SymIiNGToN: Yes, we have been able to hold our people.

Hon. Mr. Haxson: What you do, and I suppose what everybody else does
who wants to hold their employees, is you assign them new duties and therefore
you give them a greater emolument. It is quite proper as far as I am concerned.

Mr. SymingToN: As far as I know we certainly increased a few of our
men and we have made changes in their duties.

Hon. Mr. Hanson: Surely.

Mr. Symingron: But I think in each case it has been a bona fide promotion.

Hon. Mr. Hanson: I am not suggesting otherwise. That is the proper thing
to do in my view.

Mr. SyminaTon: It has not been very general or marked but there has been
some, yes.

Mr. Jackman: Perhaps Mr. Cooper would tell us why you do not set up a.

trust fund for the annuities on the assets side and have a contra account on the
liabilities? It is more usual, is it not? :

Mr. Cooper: No, it is referred to in the report, Mr. Jackman, that with
respect to the employees’ annuities fund the company is a trustee only. The
fund is not an asset of the company and it would be incorrect to include it in
the assets of the company.

Hon_. Mr. Haxson: Then the consolidated revenue fund of the Dominion of
Canada is all wrong because superannuation is in there.

Mr. Cooper: I am not discussing the public accounts.

Hon. Mr. Hanson: You are defending your accounting system; that is all.
Mr. Coorper: Quite.

Hon. Mr. Hanson: As far as I know you may be right.
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Mr. Cooper: The employees’ annuity fund is not an asset of the company.
Why should it be included in our assets?

Mr. JackmAN: Because you are handling it for them.

Mr. Cooper: Only as trustee.

Mr. Symineron: You would not have us put it in the assets of the company
if it is not an asset?

Mr. JackMAN: And a contra liability for the same amount.

Mr. Coorer: We have referred to it in the report.

Mr. Jackman: Some year if you do not make reference to it we will not
know that you are responsible for the money. If you do not have it in the balance
sheet you should have a footnote, a contingent Lability, if you want to call it
that. You have the responsibility in regard to the handling of that fund as a
corporation, or have you got a set of independent trustees?

Mr. SyminGTON: A set of independent trustees.

Hon. Mr. Haxson: You do not handle it yourself?

Mr. Symingron: It is handled by the organization.

Hon. Mr. Hanson: Then you are trustees in handling it yourself?

Mr. Symingron: The company is not the trustee. Certain individuals are
trustees. '

Hon. Mr. Haxson: Then we have not got the full picture,

Mr. Jackman: If there happened to be a defaleation would not T.C.A. fee!
responsible if one of their officers was a defaulter?

Mr. Coooper: It might.
Mr. JackmAN: It is a liability.
Mr. CoorEer: I cannot agree for a moment that the annuity trust fund is an

asset -of the T.C.A. and I would go further and say that it would be most
unusual for a company to include that in its assets.

Mr. JackMman: I have seen it often.

The Cramrmax: Before any more members leave the committee room, I
would like to discuss whether we will sit to-morrow morning or not?

Hon. Mr. Haxson: I cannot be here to-morrow morning,
Mr. HansoN (Skeena): There is a caucus to-morrow morning.

The CaarMAN: I know there is a caucus, that is what I want to put to the
members, the question of sitting while the caucus is on.

2 Hon. Mr. Hansox: I think you better set this committee over until after
aster.

Mr. Haxson (Skeena): How about sitting at 4 o’clock to-morrow afternoon?

Hon. Mr. Hanson: The Banking and Commerce Committee are sitting
to-morrow and I cannot be here. However, that is not important. I feel I
should be here. That is the trouble that we are up against.

The CaamrMman: All right, gentlemen, we will meet to-morrow afternoon at
4 o’clock in room 262, on the Senate side.

Mr. Jackmax: What is that item, affiliated companies, $2,751?

Mr. Symincrox: That is the New York airport terminal; A stock 25 shares
at $1; C stock 10-year promissory, dated July 21, 1941, 2,000—that is what you
ave to put up in order to land at La Guardia airport.

Hon Mr. Hanson: That is quite a proper thing.
Mr. Jackman: Do you get as good service at La Guardia field as the

American companies do?
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Mr. SymineTon: 1 think so, sir; we have had no complaints. We have
had complaints that the customs and immigration sometimes delay our people
somewhat; so far as the airport employees themselves are concerned we have
no objection. -

Hon. Mr. Hanson: That is a great air field, isn’t it?

Mr. SymingTon: Oh yes, you should see the plan of the new one. It is
marvellous.

The CrmamrMaN: Well, if you are through deliberating on this report will
someone please move its adoption?

Mr. JackMmAN: Oh give us just a minute, Mr. Chairman. Some complaint
has been made by a number of people, I believe, about facilities; I understand
that you have incidental services here of $855,000 this year as against $599,000
last year.

Mr. SYMINGTON: Yes.

Mr. Jackman: I understand that you have no refreshment booths where
coffee and such things are available, I mean you have not the same facilities
that the American companies have.

Mr. SymingroN: Those are not incidental services. Incidental services are
sales of gasoline and these war services that we have been talking about. You
say there have been complaints made?

Mr. Jackman: Yes, that you are not able to get coffee and sandwiches which
the American lines have at their airports.

Mr. SymincToN: We have that at Montreal and at Malton. I am not
proud of Malton, no. It is entirely a question of room. The trouble with this
business is that the places that have been built were built for the present and
not for the future, and it is a question of largely what you can do. The Malton
service is bad because it is so far from the city and there is no place for the
employees, no dining-room in which they can be served and they have to be
taken in and out. It is most difficult to get proper help these days. It will
right itself but the truth at the moment is that you cannot get it.

Hon. Mr. Haxson: What about beer, is there any demand for beer?

Mr. SymineToN: We haven’t got any licence and we discourage it in the air.

Hon. Mr. Hanson: I think you are right.

Mr. JackmAN: As an operating official of the T.C.A. would you care to
express any opinion about the Malton airport and its convenience or incon-
venience to the people of Toronto?

Mr. SymivaToN: Oh, I do not know; certainly it would be much better
and much more convenient if it were closer.

Mr. Jackman: And it should be closer?
Mr. SymingToN: I would not say that, I am not qualified to say that.

_ Mr. Jackman: Do you know anything at all about a scheme for develop-
ing the island airport?

Mr. Symingron: We have tried the island airport but when it comes to
the size of plane we will shortly be operating it is out of the question. I might
tell you as a matter of information that I nearly drowned myself thére. To
develop that to an adequate size would involve an expenditure of a million
dollars or more. As you probably know, these big planes must land against
the wind and take off against the wind. And in addition to that the air field
there at present is not large enough to accommodate even our two-engine planes
and it certainly would be far short of what we would need for the planes of the
four-engine type which will shortly we hope be in operation. The island simply
has not got the length to accommodate those big planes. i
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Mr. Jackman: After all, the island is over a mile long in spots, could it not
be developed?

Mr. SymingroN: If the city of Toronto wants to develép it all right, I am
not going to.
Mr. Jackman: Is it a question of cost alone?

Mr. SymineToN: Not altogether, the island is not suitable, there is not
sufficient length.

Hon. Mr. Hanson: Could you not move Toronto nearer to the airport?

Mr. SymingroN: You see, you have got to have not just one runway, but
you have to have a number of runways so as to meet the different winds. You
have to come down and go up into the wind and require to have different run-
ways to meet different winds. Otherwise you might get a condition at Toronto
island airport where you would not be able to land or take off over a period of
two or three days. The longest available runway there is too short and cannot
be made long enough. It could be made long enough at great expense to
accommodate our two-engine machines, but it would never be able to accom-
modate our four-engine machines, and that is what is coming.

Mr. JackmaN: The reason I asked that was because the island after all is
quite long—

Mr. SymingroN: It has all been handled, the Department of Transport

will tell you that it has been surveyed thoroughly and the whole thing gone into
and just is not possible.

Mr. Jackman: Can passengers easily take out insurance with private com-

_panies at the airport?

Mr. Symixgron: Yes sir.
Mr. Jackman: No difficulty in that connection?

Mr. Symingron: None at all; and it is very cheap because our record is
good. :

. Mr. Jackman: Looking over aircraft operation maintenance and depre-
clation accounts on page 11 I see, just looking at-some of the items appearing
there, that there has been a 35 per cent over-all increase in operating costs.
Some of these items appear to be very much out of line in respect to the amount
by which they have increased. Your over-all increase is 35 per cent and some
of these increases are vastly in excess of that. Take this item, aircraft instrument
Tepairs; it was $79,000 in 1942 and $90,000 in 1943. How do you get such a
disproportionate increase?

Mr. Symingron: The answer to that is that it is in instruments that the
greatest progress has been made. They have had to be changed through
obsolescence and they also have reached a stage now when they have to be
replaced. ‘

i Mr. Jackmax: Did you not set up depreciation on these items from year

0 year?

Mr. SymingroN: Oh, yes.

~ Mr. Jackman: You seem to have exceptionally heavy charges to operation
In one particular year. :

Mr. SymineroN: That is because we bought a lot of new instruments.
Mr. Jackman: Do you charge to instruments?

Mr. Symineron: If they are replaced, yes.

Mr. Jackman: What is your depreciation policy in this connection?

Mr. Symineron: We depreciate the planes in four years—the aircraft have

a four-year life with $5,000 salvage; propeller hubs, 7,000 hours in the air;

aircraft, engines 6,000 hours in the air; aireraft communication equipment, a

ve-year life; miscellaneous flying equipment, a five-year life; ground communi-
4671—5
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cation equipment, a five-year life; hangar equipment, ten years; shop equipment,
ten years; motor vehicles equipment, ten years, 7 years and 5 years; fuel
storage equipment, 10 years; furniture and fixtures, 20 years; airport lighting,
20 years; miscellaneous ground equipment, 10 years; buildings and other
improvements, 3 per cent; lease-hold rights, hangars and so on, 3 per cent.

Mr. Jackman: What about these aircraft instruments, are these all repairs?

Mr. ExcuisH: They are part of the aireraft. If you replace the instruments
you do not charge the depreciation reserve until your whole aircraft is written off.

Mr. Jackman: Because particularly I notice here, miscellaneous flying
equipment repaired $20,000 one year and last year $50,000.

Mr. Symineron: That is not very much of a difference. We flew more
miles, I do not think that is abnormal.

Mr. Jackman: Your average increase in operating expenses is only 35 per
cent. I thought most of it would hover around that figure.

Mr. Symingron: Oh, no, I do not think you could assume that at all.

Mr. Jackman: Then there is your liability and compensation insurance,
$153,000 and $297,000 last year?

Mr. Symincron: Yes. Well, that is because you see last year (1942) there
were six Lodestars which only came in in November and they are an expensive
new plane; we only had one month’s insurance that year and we had twelve
months in 1943, and that is a new plane.

Hon. Mr. Haxson: And that accounted for it?

Mr. SymiNcTON: Yes.

Mr. JackMaN: Six additional planes as well as these?

Mr. SymINGTON: Yes.

. Mr. JackmaNn: Aircraft engine depreciation; that is a special write-off;
$39,000 odd to $292,000 in 1943.

Mr. Symingron: That is aircraft engines. The answer to that is this, our
depreciation with respect to aircraft engines last year was not normal because
we had sold to various people including some in South America our original
engines which had completely depreciated. We sold them under a war condition
for something over $100,000 and that of course was credited against depreciation
last year.

Hon. Mr. Haxson: I wonder if you have given consideration to this matter,
Mr. Symington; what have you done with respect to going into new territory,
exploring, if that is the proper term to use, new routes in the tropics; I see you
refer to it here?

Mr. SymincToN: We sent a man down to all the West Indies and South
American countries. He saw the government people and investigated landing
fields, who owned them; made a study of the traffic that could be reached and
what class of men we would require and so on.

Hon. Mr. Hanson: Did you find the field pretty well dominated by Pan-
American?

Mr, Symingron: Oh, no, Pan-American runs to South America of course
but there is no exclusive privilege.

Hon. Mr. Haxsox: You say they do not have an exclusive field?

‘Mr. Symineron: They have been in there, but there is no difficulty, we can
get in. We would have to compete with foreign organizations.

Hon. Mr. Haxsox: Have you arrived at any conclusion as to whether you
should go in there?

Mr. Symingron: No, we have not arrived at any conclusion yet, because of
course in the West Indies although there have been a lot of big air fields built
there. The ones that are worthwhile, are nearly all under the control during
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the war of the American government and we have got to wait and see what is
going to happen to them after the war.

Hon. Mr. Hansox: That is all in the future.

Mr. SymineroN: We have got ready. We know what we want. You
ask what else we are doing; we are doing a great deal; with respect to the
plane we will fly, in what kind of plane we want to fly; I would say to you
that we are the only people who have had any real practical experience
in flying the ocean as an operation; and I will tell you there was a—

Hon. Mr. Haxson: As a what?

Mr. SymiNGTON: As a commercial operation.

Hon. Mr. Haxson: Well, as a commercial operation, but as a practical
operation—

Mr. SymineToN: As a practical operation; we are not ferrying bombers
over, we are running cargo.

Mr. Hansox (Skeena): I will move the adoption of this report.

Hon. Mr. Hanson: Now, just a minute, you are not going to railroad this
thing through.

The CramrMAN: We have to be through with this thing by six o’clock.

Hon. Mr. Haxson: No, we have not. If we are not through by 6 o’clock
then we will not be through. We are not going to be choked off. I quite
appreciate that Mr. Symington has urgent reasons for wanting to get away;
but don’t let us have anything like that from any of the members of this
committee. The Chairman is not going to put anything like that over us.

Mr. HaxsoN (Skeena): Now, the chairman is not trying to put anything
over; it was my suggestion, the adoption of this report and you are not going
to place any blame on him for anything of which I am responsible.

Hon. Mr. Hanson: As far as I am concerned, I see a tendency to rush
things, and with a mechanical majority you can do that if you want to; but
I warn you, you better not do it.

Mr. HansoN (Skeena): What is that, a threat?
Hon. Mr. HansoN: You can call it anything you like.

Mr. Hanson (Sheena): Let me tell you that I do not have to take any
threats from you.

Hon. Mr. Hawnson: Take it anyway you care to; as far as I am
concerned, I am not going to see this discussion choked off. I wanted to ask
that question because I omitted it, and it is important.

Mr. SymingroN: That is a fact, we are giving intensive study.

Hon. Mr. Haxson: You say that you are the only people who have flown
the Atlantic on a practical basis; what about the British Airways?

Mr. Symineron: They are flying bombers and that sort of thing.
Hon. Mr. Haxson: They have done the same thing, have they not?
Mr. SymingTon: No, not exactly.

Hon. Mr. HanNsoN: W ith regard to Ferry Command in 1941, the commanders
were all British Airways people.

Mr. SymineroN: They just took bombers over and left them there.
Hon. Mr. HaxsoN: And they flew back too.

Mr. Symineron: No, they did not fly back.

Hon. Mr. HaxsoN: Excuse me, I flew over and back Wlth one.

Mr. Symingron: That is B.0.A.C.

Hon. Mr. Haxson: No, excuse me, I know what I am talking about.
Mr. Symingron: Well, as a regular thing, they do not.
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Hon. Mr. Hanson: Perhaps that is a more explicit statement, but you
do not want to leave the impression that T.C.A. are the only people who have
had practical experience in this class of work because British Airways has done
that for years.

Mr. SymixcroN: The point I want to make is that we are the only people,
I think, who have endeavoured to create from a bomber a commercial plane and
operate it across the ocean.

Hon. Mr. Hanson: That may be true, and that is probably an exact
statement. As far as I am concerned you can pass it.

Mr. Jackman: Coming back to my question based on “ground operation,
maintenance and depreciation”, I find that superintendence has gone up from
$156,266 to $225,225. Should there be any necessary relationship at all between
the general increase in operating expenses of 35 per cent and that of individual
items such as superintendence?

Mr. SymineroN: Superintendence? I noticed that one. The explanation
given to me is that the large increase in government work has caused a large
increase in the superintendence of the operation.

Mr. JackmaN: And on the same basis I refer to airport and hangar
employees?

Mr. Symingron: My answer to that is what I indicated before that we
have lost experienced men and we also have a large number of women who, of
course, are not quite as efficient in that particular job.

Mr. JackmaN: Then there are other items like item 650 “shop expenses—

indirect labour and material”. There you have $85,000 in 1942 and $107,000
in 1943.

Mr. Symingron: What number is that?

Mr. JackmaNn: 650 on page 11.

Mr, SymingTon: That is not a great increase.

Mr. JackMAN: That one seems to be normal. I do not see why the same
explanation should not be given.

Mr. Encuisa: That covers supervisory men in the shops. All male
employees.

Mr. Jackman: Why does it not compare with superintendence generally?

Mr. Symingron: The superintendents are male; but the government work
and the B.0.A.C. work and the R.C.A.F. work and the Department of Trans-
port work have increased and have required at different points an increased
number of supervisors on the staff.

Mr. Jackman: I am looking over the increase.
Mr. Symingron: I am trying to make an explanation.

Mr. Jackman: I am trying to show what happens to a person who does not
know what has been happening.

Mr. Syminegron: I am glad that you asked that. I noticed that item myself.

Mr. Jackman: It would look as if some of the expense account had been
pretty severely loaded on account of the increased revenue of the company
during the year. Now, I merely wish to have an explanation as to why that
assumption is probably wrong?

Mr. SymiNeron: Quite right.

The CuamrMAN: I have a motion from Mr. McCulloch to adopt this report.
All in favour?

(Report adopted).

The committee adjourned at 5.50 o’clock p.m to meet Tuesday, March 28,
at 4 o’clock p.m.
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APPENDIX A

EMPLOYEES AND THEIR COMPENSATION

As at Deec. 81, 1943 As at Deec. 31, 1942
Male Female Total Male Female Total
(0407 et AR e Al el T A T 26 el 26 20 (o 20
General Office Btaffe vy Mois s abvs oo 24 46 70 15 21 36
Flight and Dispatch—
Gaplaint ) w08 Sl aliaiirn 57 sae 57 50 See 50
Firet Officers  oufona s BiEE s iy 55 A 55 53 o 53
First Officers in Training ....... 2 ok 2 3 A 3
Stewardesses ...c.oscesoncanans oy 61 61 e 52 52
Dispatchers ..cococescicansicis ¥y ohzes oF -~ 24 o 24
H ; : 135 61 196 < 130 52 182
Communication and Stations— >
Station Managers .} . dic.oiei. 14 o 14 11 11
Radio Operators > 720 il g i 90 34 124 95 = 95
Radio Technicians "J............ 7 e g 7 5 ik 5
Passenger Agents "...l.. 0l 00000 31 70 101 22 41 63}
Reservations Agents ............ 14 31 45 12 16 28
Telephone and eletype Operators P 91 91 e 53 53
avgo Clerks - F i ool s h il e 6 97 56 4 60
CommlssaryClerks 14 14
Cleraeat < iy, & a8 S S S B 1 8 9 P 6 10
248 254 502 205 120 325

Maintenance and Overhaul— ¥
Engineermg and Clerical ....... + 36 17 53 20 9 29
Chief Mechanics, Foremen and

ub-Foremen, Inspectors and

5 Crew Chiefs % ..c.ueenensss A2 67 U 112 65 P 65

Air Engineers, Mechanics and Jr.
Meochanics s via/it Jita e vaeins 344 Sl 344 170 529 170
Helpers, Learners and Operators 217 166 383 194 122 316

Building Maintenance

Ang SCIBAMETH "¢ & vt St by 4 Ha's's 75 28 103 62 19 81
g &0 T L R EOE Y R ik 38 1 39 24 Sk 24
g ; 822 212 1,034 535 150 685
iid Biores® . hisabicy Cea Ve iy e s v 29 56 22 18 40
; A CADENEIIE s Bans s 7 6 Rl dle a8 e SLee 24 37 61 20 20 40
! e i bt Do J A e g 33 79 112 47 37 84
it B 112" - 1 SRORRERRR D R G R R 1,339 718 2,057 994 418 1,412

* Note.—Includes personnel directly engaged in war contract work: 1943—320; 1942-—160.

TRANS-ATLANTIC (including Return Ferry Service)

As at Deec. 31,1943 As at Dec. 31, 1942

Male Female Total Male Female Total

Supervisory Officers ..i.iocivennaan 3 e oo 2 Fo 2

T e R e L B SN T 5 Ay 5 3 i 3

FEARl OFRGOTH o%:. < oa Sl s wisisi s & ste bfa i e e gl 3 3

Ratio Operatiors . . .- silssuies s one s 3 3 3 3

Btabion Managers & i..iesssesssesves 2 Kk 2 kad Sy dah

L A S R 5 17 22 4 9 13

Maintenance and Overhaul ......... 216 23 239 198 21 219

(s ks el CR RN R 28 T LB 5 T 12 1 6
S i 1.1 (NG R R BAR T, 239 47 286 214 36 250
%

i Grand Total ..u..oeeus..s 1,578 765 2,343 1208 454 1,662
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Percentage of female employees, T.C.A.—35 per cent as at December 31, 1943.

Total Payroll for Year—

1943 1942
IEAL . 55 o s s A et o SR s s oheeis b s 50 fon s 5 $3,375,964 $2,402,552
Trans-Atlantic (including Return Ferry Service) . © 515,196 309,006
$3,891,160 $2,711,558

Total Cost-of-Living Bonus for Year—

1943 1942
41320 B M T G S L Rl F R S LI - ) $ 352,172 $ 225,598
Trans-Atlantic (including Return Ferry Service) . 54,423 21,610

$ 406,595 $ 247,208

Statement of Staff by Locations

: As at December 31
1943 1942
gL g s U g e R ER PR S AR UG o Bt LU e c St DSy e 10 2
Naneduver, ' BiO. viéesossionss L 54 47
Penticton, B.C. . 5 4
Kimberley, B.C. 4 4
Lethbridge, Alta. 74 52
Calgary, Alta. .. 16 13
Edmonton, Alta. 25 18
Regina, Sask. . 15 12
‘Winnipeg, Man. 1,110 717
Armstrong, Ont. .. 7 10
Kapuskasing, Ont. 10 8
North Bay, Ont. 10
Toronto, Ont. .. 348 275
London, Ont. ... 10 9
‘Windsor, Ont. .... = 16 16
New York, NUY. .ieocbias iy 14 12
Otbawe, cONE. o saiiissimves e abiisis s w4 35 27
Montredl-Que. ... s il disladssons 99 58
WonctorB WNLBL o aiaiays v o, o o ol e s 112 76
35 s ot Rl B AL T i R e 42 23
Bydney SR Ll ate B iRl Se el i 12 7
Stephenvnlle, 835 [ (A W FT B L o 1SS relire o 3 1
Bander; Nfd: .. 7. 00 S ole s m it S deltle s o m i sviatdie s § o 6w siove 12 6
BE, Al e IO T e ST e b e e S 14 7
i o o1 D Rt B et il 3 e LA R SO Syt W B 2,057 1,412
Montreal, Que. (Trans-Atlantic) . .....cccieicinecsnaananins 283 250
Prestwick (Pranp=Atlantie Jor t o s o S e e v e Sinpdi ey S
I ko T e L Ll o ot 286 250
Grand: Total 2t St abda: Tk S s S e S Ly S0 sl o 2,343 1,662

Employees on leave of absence for Military Service, as at December

31, 1943—227.

Average Compensation per employee (including cost-of-living bonus):

T.C.A—
December, 1943—$157
December, 1942—$158
B.0.A.C. and Trans-Atlantic—

*December, 1943—$170
December, 1942—$166
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MINUTES OF PROCEEDINGS

Tuespay, March 28, 1944.
(3)

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government met this day at 4 o’clock. Mr. J. P. Howden,
the Chairman, presided.

Members present: Messrs. Donnelly, Emmerson, Hanson (Skeena),
Hanson (York-Sunbury), Harris (Danforth), Howden, Jackman, McCulloch
Maybank, Michaud, Nlchol~on Parent, Sanderson and Sissons—(14).

The Committee commenced the consideration of the Annual Report of the:
Canadian National Railways for the year ended December 31, 1943.

Mr. R. C. Vaughan, Chairman of the Board of Directors and President of
the Canadian National Railways, was called.

Before proceeding with the reading of his report, the witness gave an out-
line of what the C.N.R. accomplished from 1940 to 1943. Mr. Vaughan was
commended for this opening statement.

The witness read the annual report and was examined thereon.

Messrs. Walton and Cooper, respectively Executive Vice-President and
Comptroller of the Canadian National Railways, assisted Mr. Vaughan. They
were also called and interrogated.

The witnesses were retired.

At 6 o’clock, Mr. McCulloch moved that the Committee adjourn: until
8.30 this evening. The question being put, it was resolved in the affirmative.

EVENING SESSION

(4)

The Standing Committee on Railways and Shipping resumed at 8.30 o’clock.
Mr. J. P. How den the Chairman, presided.

Members present. Messrs. Donnelly, Durocher, Emmerson, Hansorn
(Skeena), Harris (Danforth), Howden, Jackman, McCulloch Maybank.
Mlchaud Nicholson, Roebuck, Sanderson and Slssons—(14)

As requested of the Department of Transport, the following documents
Were tabled.

1. P.C. 6255, dated August 6, 1943, naming Winnipeg, Saskatoon and
Edmonton under the Transport Act.

2. P.C. 6256, dated August 6, 1943, naming Halifax and Saint John under the-
Transport Act.

4779—1%
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3. Application for Saint John-Halifax Air route by C.P. Air Lines Limited.

4. List of applications for air route licences and transfers made by C.P. Air
Lines Limited showing date of application.

On motion of Mr. Donnelly, seconded by Mr. MecCulloch, the above were
filed as exhibits.

On motion of Mr. McCulloch,—

Resolved —That Mr. Donnelly be vice-chairman of the Committee.

The Committee resumed consideration of the Annual Report of the C.N.R.

Mr. R. C. Vaughan was recalled and further questioned.

Messrs. Cooper and Walton, who assisted Mr. Vaughan, were also recalled
and examined.

Mr. Hanson (Skeena) having referred to the Canadian National Railways
brief before the Special Committee on Reconstruction and Re-establishment,
copies of the minutes of that Committee were obtained by the Clerk and dis-
tributed forthwith.

At this stage Mr. Donnelly took the chair.

In the course of the proceedings, Mr. Cooper, in reply to a question, read
a statement relative to The Toronto Belt Line Company and the Irondale
Bancroft and Ottawa Railway Company.

Honourable Mr. Michaud gave details pertaining to property transfers to
Government Departments.

The witness agreed to supply the Committee with information showing

individual results of C.N.R. hotels.

Consideration of the C.N.R. annual report being completed, on motion

“of Mr. McCulloch it was adopted.

The Committee then considered and completed the Annual Report of the
Canadian National (West Indies) Steamships Limited which was read by
Mr. Vaughan. 4

On motion of Mr. Hanson (Skeena), the Report was adopted.

Messrs. Vaughan, Walton and Cooper were retired.

At 10.30 o’clock p.m., the Committee adjourned until Wednesday, March 29,
at 4 p.m. :

(Antonio Plouffe)
Clerk of the Committee.
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MINUTES OF EVIDENCE

Housk or CoMMmoNs,
March 28, 1944.

The Standing Committee on Railways and Shipping met this day at 4
o'clock p.m. The Chairman, Mr. J. P. Howden, presided.

The CuamrMaN: I believe it is the understanding, if it is acceptable to all,
that we will proceed, with the report of the Canadian National Railways to-day.
If there are no objections we will ask Mr. Vaughan to proceed.

R. C. VavcuAN, Chairman of the Board and President, Canadian National
Railways, called.

Mr. Vaveaan: Mr. Chairman and gentlemen: I was almost on the point
of saying it was a pleasure to be here again but I can heardly say that. How-
ever, it has not been an unpleasant duty to appear before this committee in the
last two or three years. We are here to give the fullest information in every
respect to the committee concerning our operations in which they are interested.
We, like yourselves, are busy, and while we do not want to hurry you in any
way if you could possibly let us away before the Easter rccess it would be a
great obligement to us.

Hon. Mr. Hanson: I was going to suggest that you go now and come back
after Easter. We are all trying to do other things before we go home.

- Mr. Vaveran: That would probably be worse for us. Before I deal with
the 1943 report proper I have a few remarks here in connection with our
operations for the last four years, and with the permission of the chairman and
members of the committee I should like to give you some facts as to just what
has been accomplished in the last four years.

In these four years we have not only made a tremendous contribution to
Canada’s war effort but in addition we have brought about a very substantial
improvement in the financial position of the system. :

In transportation performance the distance travelled by our trains exceeded
248 million miles, our passenger cars travelled 775 million miles and freight cars
nearly 64 billion miles. We carried 272 million tons of revenue freight and 93
million passengers. Our gross revenues exceeded $1,368 millions. Our operating
expenses amounted to $1,053 millions. The amount paid in wages was $659
millions. Approximately 57 per cent of our total expense went out in the form of
Wages. Our fuel bill alone cost us $119 millions.

Conforming to the government’s policy to.prevent inflation of the currency
by stabilizing wages and material prices, railway freight rates and passenger
fares were frozen .at their pre-war levels. Actually, due to variations in the
character of the traffic, there was a decrease in our revenue per ton mile of
about 5 per cent and a decrease in our revenue per passenger mile of about 9
per cent, 1943 compared with 1939. Unfortunately for the railways it has not

een possible to hold expenses at their pre-war levels. Our employees were
granted the maximum cost of living bonus which has cost the railway $40%
millions, Wage increases to the employees on our United States lines cost the
railway $74 millions. The price of coal increased from an average of $3.76

‘Per ton in September 1939 to $5.43 per ton in September 1943. The price of

New rail increased $9.11 per ton, untreated ties increased from 63 to 86 cents;
ese are average prices of course, and general railway stores material has
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increased almost 15 per cent over the pre-war level. In addition we instituted
depreciation accounting in Canada on rolling stock equipment in 1940 and the
amount charged into our accounts based on the normal depreciation rates has
been $47 millions. i ; ;

In addition to the very heavily increased costs to which I have referred
and which can be considered as uncontrollable so far as we are concerned, we
have made provision in our accounts for charges of an optional nature; that is
to say we were not compelled to do these things, but we have provided for them
because we have been more concerned to state our results on a conservative
basis than we have been to make a favourable showing at the expense of the
future. In addition to the normal depreciation charge for equipment we have
taken up an additional $14% millions because we consider under the heavy traffic
conditions of the war period there has been an acceleration in the exhaustion of
the service life of our equipment. We have provided $24 millions for deferred
maintenance of tracks, bridges, buildings and equipment and $2} millions for the
amortization of facilities provided solely for wartime traffic and which are not
expected to have any usefulness for ordinary commercial operations after
the termination of the war. We have provided an inventory reserve of $5
millions, and, as the committee will notice from our 1943 report, we have set up
a reserve against our outstanding pension contracts, the total amount provided
being $21 millions, of which $2 millions were charged to operating expenses
in 1943 and $19 millions was set out as a special item in the accounts. The
total of these optional charges is $67 millions. After the payment of operating
charges, including all the additional and special items to which I have referred,
we had net earnings of $295 millions available for the payment of taxes,
interest, etc. Out of every $100 of additional revenue over the 1939 level we
carried $38 to net revenue. ‘

In the period we expended $75% millions on property investment account
including $611 millions for new equipment. Notwithstanding these large
expenditures we actually reduced capital debt by $38-8 millions and our fixed
charges by over $1 million.

From what I have said the committee will have received some idea of the
magnitude, diversity and complexities of the operations for which we are
responsible. We have a tremendous property to operate. The Canadian National
family includes railways, steamships, air lines, telegraphs, express, hotels, and
approximately thirty active separately operated companies. Measured by
territory served and route mileage operated, we are the largest railroad on the
American continent. We have over 100,000 employees and our present payroll
is approximately $200 millions a year. With respect to the general officers
under whose direction these.operations are conducted I think it is fair to point
out there has been practically no increase in their number and their basis of
compensation is lower than that paid by other railroads to officers with com-
parable responsibilities. .

The committee may be interested to know how we are getting along in 1944.
To the end of the third week in March our gross revenues show an inerease of
$9-1 millions over the corresponding period in 1943. Our net revenue to the
end of February has also improved by approximately one million dollars. We
doubt whether this pace will be maintained and when our 1944 budget comes
before you for consideration you will notice we have given expression to this
view. I would like to add one short word—notwithstanding the magnitude
of our operations and the tremendous expansion which has taken place in our
revenues and expenses we are still keeping a very close cheeck on our dis-
bursements to see that under conditions which make for increased spending we
continue to practise economy, and to maintain a strict control over both our
capital and operating budgets.
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Hon Mr. Haxson: I should like to make one or two observations of a
general character. This may be no surprise to you but it may be a surprise to
my colleagues who kick with the other foot politically. I want to give you a
word of commendation for the results that the Canadian National Railways have
achieved this year and say that you have made in my view a great contribution
to the war effort. That goes for all the officials and men of the Canadian
National system. This government and this country of Canada could not have
done what they have done without the co-operation of both the railways and the
Canadian National has had the major share and has done the major part of
the job. I think it is due to you, having regard to my position in public life
being opposed to the present administration, that I should say that to you and
your staff, and I do so without any reservations.

Having said that much I am not going to turn around and kick you in the
face but I am going to say this to you, that we shall be glad to analyse and
criticize not with a view to injuring you at all events but to elicit if we can
the facts which we think the Canadian people ought to know.

Mr. VaueuaN: I certainly appreciate what you have to say, Mr. Hanson,
in those kind remarks. I can assure you we are always willing and anxious
to give all the information we can and we are not a bit thin skinned about
criticism.

Hon. Mr. Haxson: I should like to strike this personal note. There are
those people in this country, and I expect there are those people in the ranks of
the Canadian National Railway, who perhaps look upon me as an enemy of
the system, but I am not. For ten years I did a lot of legal work for the
Canadian government railways, from 1911 to 1921, and I was always interested
in the railway. Mr. Girard Ruel, who was general counsel of the railway at
that time, paid me the comphment of saying that I had won more law suits
for the Canadian National Railw ay than any other lawyer they ever employed.
Therefore, I want it to be understood that while I am critical of lots of things
I am not an enemy of this railway and I am not looking for railway votes for
I have very few of them in my constituency.

Mr. VaucuaN: We appreciate that.

Hon. Mr. Hanson: I want to approach the matter from that standpoint.
There are things T think we should understand. One of the things that I should
like to ask you of a general character is this question. I was not in parliament
when the new financial set-up was made, and I am not as familiar with it as I
ought to be, but I recall the agitation which took place for quite a number of
years prior to—was it 1937?

Hon. Mr. Micuaup: Yes. :
Mr. Cooper: The Capital Revision Act was in 1936.

Hon. Mr. Hansox: Prior to that time, for a Tevision of the capital structure,
if that is the right term to use. My understanding is that the effect of that
legislation was to eliminate from your balance sheet the operating deficits up to
that time. I am just querying that because I am not quite certain about the
statement. Valueless stocks with which you were debited in your balance sheet
were eliminated. I cannot recall if the capital stock of the company itself
was reduced at that time or not. I should like to ask you if, in your opinion,
there is to-day a satisfactory financial set-up?.

Mr. Vaugaan: I presume, Mr. Hanson, you refer to our fixed charges?

Hon. Mr. Haxson: Yes, I do.

Mr. Vaveuay: We consider that our fixed charges to-day are out of all
relation to our earning power as compared with class one railroads in the United
States or even compared with the Canadian Pacific Railway.
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Hon. Mr. Hanson: That is the point I was coming to. You say that
your fixed charges are out of line with your earning power as compared
with class one railways in the United States. Are your people here—I think
Mr. Cooper might be able to—able to give us the funded debt of the privately-
owned railways that went into the system in 1919, was it, like the Grand Trunk?

Mr. VaugHAN: About 1918,

Hon. Mr. Hanson: The Grand Trunk Pacific and the Canadian Northern,
and then how much has been added to that funded debt by the consolidated
corporation? There is no doubt about it you had to assume a very large funded
obligation of companies that could not go on due to war conditions, and other-
wise. If we could just have a little review of that picture it might be illuminat-
ing as illustrating the difficulties which you have and which you say operate
against your showing having regard to your earning power. I do not know
whether I have made myself clear or not.

Mr. VauvgHAN: I know exactly what you want. I do not know whether
Mr. Cooper has any figures here on that or not.

Hon. Mr. Haxson: If he cannot give them now he can give them a httle
later on.

Mr. Cooper: I could say this, Mr. Hanson, that going back to the Capital
Revision Act of 1936 what was done at that time was to write out of our balance
sheet the worthless capital stocks of the Grand Trunk and the Canadian
Northern.

Hon. Mr. Hanson: What were they carried at, if you recall from memory?
Let us see what the write-down was?

Mr. Coorer: In the nature of $275,000,000.

Hon. Mr. Hanson: In round figures?

Mr. Coorer: Yes, I am speaking from recollection.

Hon. Mr. Hanson: That, of course, did not affect your earning power; you

paid no dividends on that, but it was an asset that was worthless. Is that the
idea?
' Mr. Coorer: It was a capital stock liability, but the stocks themselves were

deemed to have no value, and on that account were taken out of our balance
sheet.

Hon. Mr. Hanson: Nobody suffered anything from that and nobody gained
anything from that. That was really a washing-out item which had the effect,
did it not, to just improve on paper your position?

Mr. Cooper: Yes. I would describe it as a bookkeeping transaction
entirely.

Hon. Mr. Hanson: A bookkeeping transaction.

Mr. Cooper: It had no effect whatever on the financial results of the
property. Then, in addition, we dealt with the debt to the Dominion.

Hon. Mr. Hansox: That was improved?

~ Mr. Cooper: Loans which had been made by the Dominion for deficits, and
interest on such loans—

Hon. Mr. Haxsox: Up to what period?
b 1}\/Ir. Cooper: To the end of 1936 were also eliminated from our balance
shee

Hon. Mr. Hanson: How much did that amount to? I am asking these

questions because I was not here at that period and I am not familiar with the
picture. I just want to get a preview of it.
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Mr. Coorer: I told you that the approximate value of the capital stocks
- written out was $275,000,000. Referring to the Capital Revision Act itself I
see the amount is $262,000,000.

Hon. Mr. Hanson: Only a question of a few millions. .

Mr. Coorer: Government loans for deficits amounted to $373,000,000.

Hon. Mr. Hansox: That would include interest?

Mr. Coorer: No, without interest.

‘Hon. Mr. Haxson: That was the principal of loans to cover deficits?

Mr. Cooper: Yes.

Hon. Mr. Hanson: Was accumulated interest charged too?

Mr. Coorer: There were accumulated interest charges of $530,000,000.

Hon. Mr. Haxson: And that was carried by you as a liability, too?

Mr. Coorer: Up to that time.

Hon. Mr. Hanson: So that the cancellation of that affected your balance
sheet by nearly $1,000,000,000?

Mr. Coorer: $1,167,000,000.

Hon. Mr. HansoN: Was that the only relief you received? Of course, that
is quite substantial.

Mr. Coorer: In addition loans by the government which had been used for
capital purposes were transferred from the category of an interest bearing debt
to what is called share capital.

. Hon. Mr. Hanson: They took stock?

Mr. Coorer: They took shares in what we call the Canadian National
Securities Trust. \

Hon. Mr. Hanson: How much did that amount to?

Mr. Cooper: It was around $270,000,000.

Hon. Mr. HansoN: So that there was lifted from your shoulders about
$1,300,000,000.

Mr. Coorer: The $270,000,000 of capital debt was not entirely removed
from the balance sheet; it was changed from an interest bearing debt to share
capital.

Hon. Mr. Haxson: It was changed to another form of liability?

Mr. Cooper: Yes.

Mr. HansoNn: Proprietorship.

Mr. Cooper: Yes. ‘

Hon. Mr. Hanson: And therefore it did not appear as a debt against the
corporation?

Mr. Cooper: That is correct.

i Hon. Mr. Haxsox: In other words, you had the benefit to the tune of nearly
¢ $1,300,000,000?

" Mr. Vavéuan: Except that we do not think those charges should ever have
been there. )

Hon. Mr. Haxsox: That is another question.

A Mr. VaveHaN: It is hardly a relief when it is something that should not
% have been there. . '

% Hon. Mr. Haxson: They were there whether you liked it or not, and it is
not your responsibility that they were there or any of the present executive.
They were the accumulation of the years, and 1 suppose the government of
the day, whatever government it was, made you assume them. That money was
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transferred to the taxpayers of the country; they have assumed it, and as far as
we are concerned it is not very profitable for us to consider, but I want to
consider what the betterment of your condition was. That did not affect your
earning power, did it? !
Mr. Cooper: There was another. part of your question as to whether the
relief obtained created what might be called a reasonable capital structure.
Hon. Mr. Hanson: That is right.
Mr. Coorer: I think the answer is very definitely it did not.
Hon. Mr. Haxson: You mean it did not go far enough?
Mr. Coorer: No.
Hon. Mr. Hanson: You say it did not go far enough?
Mr. Coorer: Yes.
_Hon. Mr. Hanso~: In what respect?
Mr. Cooper: I think that the test of that is to compare the ratio which our
fixed charges bear to our gross revenues with the ratio which the fixed charges
of other railroads bear to revenues.

Hon. Mr. Hanson: In other words, you say the ratio of the fixed charges
is higher, relatively, than it ought to be?

Mr. Coorer: Yes; very definitely so.

Hon. Mr. Hanson: As compared with other corporations of a like character?

Mr. Cooper: Yes.

Hon. Mr. Hanson: Are you referring to the fixed charges against the
constituent companies that went into the amalgamation, like the Grand Trunk,
the Grand Trunk Pacific and the Canadian Northern, which you had to meet?

Mr. Coorer: I am referring to the fixed charges which remained after the
Capital Revision Act had been made effective.

Hon. Mr. Hanson: But the main ones were the/three I have indicated,
were they not?

Mr. Coorer: Yes.

Hon. Mr. Hanson: Is there any consideration given to any part of the
obligations of the government put out with respect to the old Intercolonial and
1t}le l;*ational Transcontinental? You never had to assume any of those at any

ime?

Mr. Coorer: We carry them in the balance sheet. We carry the cost of the
Intereolonial Railway.

Hon. Mr. Haxsox: As against the value, do you?

Mr. Coorer: Yes. On the asset side we have the ledger value of all of the
government railways; and on the other side we have as a liability to the govern-
ment, under the heading of “Proprietors Capital”, the offsetting amount. I
should like to go back to the fixed charges.and tell you why I believe they
are too high.

Hon. Mr. Hansox: I have invited you to do so. I wish you.would.

Mr. Coorer: Taking 1939 as the last pre-war year, the percentage of fixed
charges to operating revenues of Class 1 roads in the United States was 15-21.

Hon. Mr. Hansox: That is in the report?

Mr. Coorer: No, sir.

Hon. Mr. Haxsox: Is there not reference to that in the president’s report?

Mr. Vaveran: Not to this particular figure.
Hon. Mr. Haxsox: Pardon me.
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Mr. Coorer: That is to say, out of every $100 of revenue that Class 1
railroads of the United States earned, $15 was required to pay their fixed charges.

Hon. Mr. Hanson: Yes.

Mr. Cooper: In the case of the Canadian Pacific, for instance, the figure
is $16.12 per $100 of revenue. In the case of the Canadian National Railways,
the figure is $26.24.

Hon. Mr. Hanson: Yes. :

Mr. Cooper: In 1942 the proportion of fixed charges to gross revenue of
Class 1 roads is 8-82. Taking some of the railroads themselves, I will give
you the percentages: the Pennsylvania percentage is 9-16; New York Central
is 8-17; Southern Pacific is 6-07; Atchison, Topeka and Sante Fe is 2-72;
the Union Pacific is 4; Baltimore and Ohio is 6-49; the Canadian Pacific is
8-87, but the Canadian National is 13-75.

Hon. Mr. Hanson: Did you give us the C.P.R. there?

Mr. Coorer: 8-87.

Hon. Mr. Haxson: They are about in the average?

Mr. Coorer: Ours is 13.75.

Hon Mr. Hanson: You attribute that to the huge amount of capital
indebtedness that was loaded into the system at the time of the amalgamation?

Mr. CoorEr: Yes.

Hon. Mr. Haxson: I suppose it is a matter of government policy whether
it should stay there or not. I suppose we shall have to leave it at that.

Mr. Cooper: We hope it will come down.

Hon. Mr. Hansox: I beg your pardon?

Mr. Cooper: I say we hope it will come down soon.

Hon Mr. Hansox: If Mr. Coldwell gets in power, he is going to nationalize
you and take it all out, I expect. That would be an interesting inference.

Hon. Mr.-Micuaup: Now you are starting something.

Mr. MavyBank: It was eight point something as against 13 point something,
as between the C.P.R. and the C.N.R., so possibly you would be at once brought
into the average position, so that both railroads are the same.

Mr. Cooper: I think it is a reasonable proposition to advance that the fixed
charges of the Canadian National system in relation to gross revenues should be
somewhat uniform with the other railroads. .

Hon. Mr. Hanson: Yes, if the conditions were the same. But of course I
think one of the troubles with this system, and one which I have always recog-
nized, is that government policy has loaded you up with a lot of unprofitable
lines. We know it in the east. :

Mr. CoopEr: Of course, it was the government policy of 1914, 1918 and 1920.

Hon. Mr. Haxsox: That was during the war. But since then, look at the
smaller lines that have been put into the system, just to keep them going, lines
that would not have gone at all. That is a great liability.

Mr. VaveaaN: It is a liability, but I suppose transportation had to be pro-
vided for those people.

Hon. Mr. Hansox: Well, I suppose that is the answer. I will come right
down home.  We have one in my country between Saint John and Quebee, which
was built with the consent of both political parties because the location of the
transcontinental slashed right across the province where it did not serve any
useful local purpose, and where Nova Scotia imposed its will on New Brunswick.
That is what happened. There is a line that the government took over after a
long period of time, which must have been an obligation to this road, always. I
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can name you a few branch lines down in that country. I listened to the plea
for ten years about the Gaspe Railway. That was another important adjunct
to the Canadian National. Those things have all added to your burden, Mr.:
Vaughan. :

Mr. VavcaaN: Undoubtedly. As you know, about 30 per cent of the rail-
ways in the United States were in receiver’s hands, and their fixed charges were
adjusted on the basis of 3 to 6 per cent of the average gross earnings from 1936
to 1939. Take the Topeka line. They had fixed charges of eight and a half
million, and it has been cut down to $54,000 a year.

Hon. Mr. Haxsox: They put them through receivership. But you cannot
do that?

Mr. VaveaAN: We cannot do it. We have to continue to assume all these
burdens.

Hon. Mr. Hansox: I suppose it is on the theory that the government cannot
repudiate. Is that the idea?

Mr. DoxxeLLy: Cannot break a contract.

Mr. VaveaAN: The government cannot repudiate its guarantees.

Hon. Mr. Haxsox: Anyway there is the position; you have this burden willy
nilly and it puts you in that unenviable position.

Mr. VauecHAN: Yes.

Hon. Mr. Haxson: Compared with other lines.

Mr. VauveHAN: Yes, especially when traffic is light.

Hon. Mr. Haxson: Yes, especially when traffic is light. That brings you
down to the point where you get some relief anyway from government obligations,
but not enough, you say.

Mr. VavcHaN: It was some relief in one sense, but in another sense it was
not, because that charge should never have been there.

Hon. Mr. Hanson: Well, that is a matter of argument. You and I could
not settle it, anyway.
Mr. VaveaAN: No.

Hon. Mr. Hansox: T am not sure you are right, and I do not know enough
about it to say that I am right. T am coming now to the point after the 1936
statute. You had some difficult periods then?

Mr. VaveHax: Yes.

Hon Mr. Haxsox: Due to the two factors that you have covered, light
traffic and overhead, too much for fixed charges?

Mr. VavcHAN: Yes.

Hon. Mr. Hanson: What have those aggregated, Mr. Cooper, down to the
time when you got out of the red?

Mr. Cooper: That is from 1937 to 1939?
Hon. Mr. Hansox: Whenever you turned the corner?
Mr. Cooper: 1In 1937 we had a deficit of $42,000,000.

Hon. Mr. Hanxson: Which the government advanced to you and charged
you interest on?

Mr. Cooper: 1 beg your pardon?
Hon. Mr. Haxsox: The government advanced that to you?
Mr. Coorer: They contributed it.

you?Hon Mr. Hanson: You used the word “contrlbuted” They paid it to

Mr. Cooper: They paid it to us.
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Hon. Mr. Haxson: Did they lend you the money or give it to you?
Mr. Cooper: They gave it to us.
Hon. Mr. Hansox: They gave it to you?

Mr. CoopEr: That is, they absorbed our deficit. They did not treat it
as a loan.

Hon. Mr. Haxsox: What did you give them in return?
Mr. Coorer: Nothing, except serviees.

Hon. Mr. Haxsox: Oh, you did not set up a credit?
Mr. Coorer: No.

Mr. MayBank: They did not carry that as a debt.

Hon. Mr. Hanson: Was that giving effect to the statute or was it because
of a provision of the statute?

Mr. Coorer: There was a vote of the house that covered it.

Hon. Mr. Hanson: I know how the money would have to be advanced.
Mr. CoorEr: It was voted as a contribution and not as a loan.

Hon. Mr. Haxson: Not as a loan. That was in the session of 1937-1938?

Mr. Coorer: Yes, I think so. I have forgotten which session it was. Mr.
Rhodes was finance minister then. There was a retroactive period there of a
year or so.

Hon. Mr. Haxsox: It could not have been Mr. Rhodes.

Mr. DonNELLY: Mr. Rhodes was in 1935 or 1934. :

Mr. MayBank: This was 1937. \

Hon. Mr. Micuaup: In order to set the record right, the Act was passed
in the session of 1937.

Hon. Mr. Hanson: That is what I thought. He said 1936.

Hon. Mr. Micaauvp: No. The Act was passed in 1937.

Hon. Mr. Hansox: The next year there was a deficit of how much?

Mr. Coorer: In 1937 the deficit was $42,000,000.

Hon. Mr. Hanson: $43,000,000?

Mr. CoorEr: $42,000,000. . :

Hon. Mr. Haxson: And that was paid by the government out of the vote
of parliament?

Mr. Coorer: Right.

‘Hon. Mr. Haxsox: How was it handled as a matter of book-keeping?

Mr. CoorEr: By us?

Hon. Mr. Haxson: Was it credited by you to the government or did
they charge it to you in their books? -

Mr. Coorer: No. We had a deficit recorded on our books of $42,000,000.
We received that amount of money from the government.

Hon. Mr. Hanson: Nobody got any credit for it?
Mr. CoorEr: As far as we are concermed, we took credit for it in the profit

and loss account. In the government accounts it was charged to consolidated
revenue.

.Mr. Maysank: It was shown in your aecount simply as an inerement of
revenue?

Mr. Coorer: In our account we had a deficit and we charged it against
the government. They paid us the amount, and that settled the account.

Hon. Mr. Haxsox: There was not any obligation arising?

Mr. Coorer: No.
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Hon. Mr. Haxson: There was no obligation. We understand that. The
next year what was the amount of the deficit? :

Mr. Coorer: $54,000,000.

Hon. Mr. Hanson: That would be in the year 19387 .

Mr. Coorer: Yes. In 1939 it was $40,000,000.

Hon. Mr. Haxson: And it was treated in the same way?

Mr. Cooper: Yes. And in 1940 it was $16,000,000.

Hon. Mr. Hanson: What did you say it was in 19407

Mr. Cooper: In 1940 it was $16,000,000.

Hon. Mr. Haxson: And in 1941?

Mr. Coorer: In 1941 we had a surplus of $4,000,000.

Hon. Mr. Hanson: What are the total amounts of the deficits up to the
point where you have turned the corner? I cannot do all this in my head.

Mr. Coorer: $152,000,000.

Hon. Mr. Hansox: Then will you proceed down to and including 1943?

Mr. Coorer: In 1941 we had a surplus of $4,000,000. In 1942 we had a
surplus of $25,000,000. In 1943 we had a surplus of $35,000,000.

Hon. Mr. Hanson: That is how much altogether?

Mr. CoopEr: $64,000,000.

Hon. Mr. Hanson: As against deficits of what?

Mr. CoopEr: $152,000,000.

Hon. Mr. Hansox: What happened with regard to that money, the surpluses
that you had? You pay that to the government do you?

Mr. VaucHAN: Yes. We pay it back in cash to the government.

Hon. Mr. Hanson: You pay it back in cash to the government. Do they
take that into the Consolidated Revenue Account?

Mr. Cooper: Which is that?

Hon. Mr. Haxsox: How do they treat that? How did the government treat
your $35,000,000 surplus this year if you know?

Mr. Cooper: They have applied it against our indebtedness, I understand.

Hon. Mr. Hanson: In other words, in the government books they charged
you with the deficits they paid since 1937?

Mr. Cooper:” No. They applied our surpluses against our indebtedness for
capital.

Hon. Mr. Hanson: Concurrently with the payment of these deficits that we
speak of from 1937 to 1940, there were capital advances.

Mr. CoopEr: Yes.

Hon. Mr. Hansox: What were they by years, and how much do they amount
to? This may seem to be foolish to some of you—

Mr. MayBank: I think it is very good, sir.

Hon. Mr. Hansox: It is informative, and I should like to have it.

Mr. Maysank: I think it is ve d i i i

- ry good from many points of view. I think
you have the general approval of the committee. g
othe-x%\{;rﬁeg(impm;: I should like to go back, Mr. Hanson, before I answer the
A Ac%.n' gave you the deficits subsequent to the passing of the Capital

Hon. Mr. Hanson: That is what T was asking for.

e
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Mr. Coorer: It has been drawn to my attention that this arrangement with
respect to the assumption by the government of deficits started before the
Capital Revision Act. It really commenced in the year 1932.

Hon. Mr. HansoN: Yes. I should have known that. I had forgotten that.
I suppose, to make the picture complete, that we ought to have it from 1932 on.
Perhaps you could supply that to the reporter for the purpose of the record,
giving those figures from 1932 on. It was treated in exactly the same way as
* you have suggested?

Mr. Coorer: Yes.

Hon. Mr. Haxson: We ought to have the whole picture. If you hand into
the reporter the totals for those years, and then the grand total, it would cover
the situation. Now you are going to give me the capital advances.

Mr. Cooper: Yes. I am sorry I have not got them by years, but they began
in the year 1932.

Hon. Mr. Hanson: And after the passage of the so-called Canadian
National-Canadian Pacific Railway Act?

Hon. Mr. MicHAUD: Yes.

Mr. Cooper: As I understand it, there was a change in the financial policy
of the Government.

Hon. Mr. Haxson: By the government.

Mr. CoopEr: As explained by the Minister of Finance in the budget speech
of March 21, 1933.

Hon. Mr. Haxsox: Oh, yes.

Mr. Cooper: Perhaps I should read this.

Hon. Mr. Hansox: That is Mr. Rhodes?

Mr. Cooper: This is Mr. Rhodes. I will read what he said:

One of the recommendations of the Royal Commission on Railways
and Transportation, to which effect is being given in the legislation now
before parliament, is that sums which are required to meet deficits should
be voted by parliament annually. To implement this recommendation,
the government has submitted an estimate of $53,422,661 in respect of
the income deficit of the system in 1932 (excluding the loss on eastern
lines already provided for by vote.)

Hon. Mr. Haxson: By another vote.
Mr. CoorEr: Then he went on:—

This amount will be credited against the loans of $61,500,000 above
referred to, leaving a balance owing the government of $8,077,339, which
will remain standing as an interest-bearing loan, representing as it does
outlay for capital account and debt reduction.

Beginning with that amount of $8,000,000 in 1932, which was the
residue of the loan of $61,000,000, (of which $53,000,000 was deficit and
$8,000,000 was capital,) as we say in our annual report, the government
has advanced us for capital purposes—

Hon. Mr. Hansox: What page are you referring to?

Mr. Cooper: Page 11 of the annual report. In the interval the government
has advanced us in all $537,000,000, and that has been used for the purposes
shown—repatriation of securities, $588,000,000; redemption of matured securi-
ties, $94,000,000; purchase of new rolling stock, $40,000,000; and additional
working capital, $14,000,000; a total of $537,000,000.

Hon. Mr. Hansonx: That is very interesting, is it not—$537,000,000 of
government loans since 1932. That is the total since 1932?



74 STANDING COMMITTEE

Mr. Cooper:  Yes.
Hon. Mr. Haxson: Starting with the $8,000,000 you referred to.
Mr. Coorer: Yes.

Hon. Mr. Hansox: The major part of it was for repatriation of securities
held in England?

Mr. CooPER: Yes.

Hon. Mr. Hanson: Those were Grand Trunk securities?

Mr. Cooprer: Principally Grand Trunk.

Hon. Mr. Haxson: Would there be a substantial capital saving by that
operation?

Mr. Cooper: Yes, there was.

Hon. Mr. Haxson: How much?

Mr. Coorer: The report says that as against a par value of $408,000,000
the purchase price was $388,000,000.

Hon. Mr. Haxson: That is the gross.

Mr. Cooper: Approximately $20,000,000 of capital gain.

Hon. Mr. Hanxson: Now, that would be partly in depreciation of value at
which you bought below par and some item of exchange?

Mr. Cooprer: Yes.

Hon. Mr. Hansox: What is the proportion for each? Say, $20,000,000:
what was that comparable to—

Mr. Coorer: 1 would have to analyze the figure to separate it.

Hon. Mr. Hansonx: It is not really important; the thing is you saved
$20,000,000. ;

Mr. Coorer: There was a capital gain of $20,000,000.

Mr. DonNELLY: As regards this $388,000,000, was that paid out in cash
by the government, or how was it paid?

Mr. Coorer: The holders in the United Kingdoom were paid by the Bank

of England; the Bank of England bought the securities from residents of
the UK.

Hon. Mr. Hanson: Was it under the War Measures Act?

Mr. Coorer: Yes, it is part of an arrangement between Canada and the
United Kingdom for the financing of the war.

Hon. Mr. Micaaup: That amount was credited to England and applied
against goods sold to Canada. !

Hon. Mr. Hanson: It is a bookkeeping entry. The fact is that the Canadian
National are better off by $20,000,000, it was done by eredits from the Canadian
government and charged against the Canadian National.

Mr. Cooper: Yes.

Mr. Vaucuan: Of course, we pay the government 3% per cent interest on-
the money.

Hon. Mr. Haxso~n: Three and one-half per cent. I do not know why they
should not give it to you for 3.

Mr. Vaveaan: We would like it on an income charge basis where we would
only pay interest if earned.

Hon. Mr. Haxsox: This is on money between the taxpayers. I think you
ought to pay interest but I do not think you ought to pay more than the cost
to the government plus a service charge.

Mr.. CopPER: We would not know what it cost the government. As far
as we are concerned the government charged us 3% per cent.
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Hon. Mr. Hanson: That is arbitrary; you had to agree to it. Now, then
you had the reduction of matured securities under the 1938 Refunding Act of
$94,000,000. I am not familiar with what that is, explain that; is it part and
parcel of the $538,000,000?

Mr. Coorer: For example, we had an issue of $55,000,000 of 2 per cent
7-year guaranteed bonds which matured February 15, 1943. The government
lent us $55,000,000 with which to retire these 7-year bonds.

Hon. Mr. Hanson: That, was pre-payment; 1943?

Mr. Coorer: No, they became due for payment in 1943.

Hog. Mr. Haxson: ‘They were issued under the Act of 1938 and matured
in 19437

Mr. Coorer: The Government advanced the Canadian National money to
redeem the bonds under the 1938 Refunding Act, and charged us 3% per cent on
the $55,000,000.

Hon. Mr. Haxsox: You still owe that?

Mzyr. Coorer: Yes, we still owe that.

Mr. HaxsoN (Skeena): What interest were you paying before that time?

Mr. Coorer: Two per cent.

Mr. Haxson (Skeena): The government is charging you more than you
were paying before.

Mr. CoorEr: Yes.

Mr. VaveHAN: They jumped the rate from two per cent to three and one-
half per cent. :

The Cuamman: Would it be in order for us to consider this report before
indulging in any further interrogation?
~ Hon. Mr. Haxson: I am in the hands of the committee, but I think this
1s important.

The Cuammax: I think it is important too but I think the time to
consider it is after. However, it is a matter of what the committee wishes.

Hon. Mr. Haxson: I think the committee and not the chairman ought to
direct.
The CuamrMAN: I am not trying to direct; I am making a suggestion to

~ the committee.

Hon. Mr. Hanson: All right, call it what you like, but you are trying to
head me off as I see it.

Mr. MayBaNk: You do not want to be headed off.

Hon. Mr. Hanson: No.

Mr. Jackman: Could you not issue some shorter term securities in five
or ten years which would bear a rate less than 3 per cent without a government
guarantee if you were a free agent?

Mr. Vaveuan: We could not do that without interfering with the govern-
ment’s financial plans.

Hon. Mr. Haxson: It is a question of policy during the war. They do not
Want you or me or anybody else to go to the market to borrow money. I think
that is fair. I think 34 per cent,—

Mr. JackMAN: But the government does allow governments to refund issues.
Here you have a 2 per cent: obligation outstanding and it matures and you have
to get your funds from the government at 3% per cent. That is a very substantial
creagse, whereas a private company would be allowed to refund that issue.

me bond holders take a lower yielding security, and there is a substantial
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_saving to the borrowing corporation. Why should the railway company be in
a worse position than the ordinary citizen of the country?

Mr. VaucuaN: The government are our bankers and we have to do as they
say in financial issues.

Hon. Mr. Hanson: Don’t you have any argument with them?

Mr. VaveHAN: Indeed we do. We think, generally speaking, the govern-
ment has been fair. We have a discussion when every loan comes due as to the
interest. We have some other loans coming due, and I think we will be able
to make satisfactory arrangements with the government in regard to them.

Hon. Mr. Haxson: Now, you have capital advances of $537,000,000 owing
to the government, borrowing, generally speaking, at 3% per cent, and against
that they have been crediting the revenue payment that you have made to
them of the $35,000,000, $25,000,000 and $4,000,000; that goes as a reduction?

Mr. VavcHAN: Yes.

Hon. Mr. Hanson: You are paying your debt before you are paying any-
thing else?

Mr. VavcHAN: Yes.

Hon. Mr. Haxsox: You are reducing your overhead charges?

Mr. Vaveuan: That is what we have in mind.

Hon. Mr. Haxso~n: Now, then, there is still a substantial balance against
you for operating deficits that 'the government have paid, have there not? You
do not call it a balance against you, but on the books of the company.

Mr. CooreEr: The government does not hold it against us.

Hon. Mr. Hanson: It is not an enforceable thing, but they pay it out of
the taxpayers’ money. Now, we are in a war and you are doing well and making
money, and if you could hold your operating expenses down you would do a
lot better. What do you conceive to be—I will ask the reporter not to take
this down.

(Several questions and answers off the record)

I would like the president of this system to explain to the Canadian people
what the position is—perhaps he has it all in his report or part of it—what the
position is of this road and the Canadian Pacific’ with respect to earning power,
having regard to rates, freight, passenger traffic, compared with other class
1 roads in America. What is your position relatlvely to all the other big
railroads of the world?

Mr. VavgaAN: Our position is that our revenue per ton mile is lower than
that of any country of the world except Japan.

Hon. M. Hanso~N: You mean your rates.

Mr. VavgaaN: Our average revenue. The average revenue per ton mile
in Canada is lower than it is in any other country in the world, and our expenses
are naturally very much higher.

Hon. Mr. Hanson: Are you frozen?

Mr. VaveaAN: Our rates are frozen.

Hon. Mr. Haxson: Your rates are frozen?

Mr. VaucHAN: Absolutely.

Mr. DonNeLLy: They are controlled?

Hon. Mr. Haxson: They are all controlled; frozen and controlled are tw¢
different things. - '

Mr. Vaveuan: They are frozen for the duration of the war.

Hon. Mr. Hanson: That is not true of your operating expenses?
Mr. Vaveuan: No, sir.
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Hon. Mr. HaxsoN: They have continually risen?
Mr. VAuGHAN: Yes, sir.

Hon. Mr. Haxsox: I think that ought to be made public because that is
the experience of every business in Canada with a ceiling policy.

Mr. DoxnNeLLY: How does your passenger rate compare with that of Ameri-
can lines? :

Mr. Coorer: I have our own passenger rate but I do not know that of others.
It was 1-8 cents in 1943.

Mr. VaveuAN: Mr. Donnelly, you asked about our passenger rates. Our
average revenue per passenger mile in 1939 was 2-035 cents and in 1943 it was
1-848 cents. So our average revenue per passenger mile was considerably less
in 1943 than it was in 1939. Our average revenue per freight ton mile was
approximately the same in 1943 as it was in 1939.

Mr. DonNeLLY: What was that?

Mr. VaugHAN: -9 cents—-90; that is 9/10ths of 1 cent.

Mr. Hansox (Skeena): How does that compare with the C.P.R.?
Mr. DonneLLy: Can you give us that for any American roads?

Mr. VavegHAN: I have given you the wrong figures. The rate in 1939 was
00938 and in 1943 it was -00894, a decrease of 4-69 per cent. That is, our
revenue was 4:69 per cent per ton mile less in 1943 than it was in 1939.

Mr. DoNNELLY: Less than a cent per ton mile?
Mr. VavcHAN: Yes.

Hon. Mr. Hansox: What is the comparable figure for the United States lines
and the C.P.R.?

Mr. VauvgHAN: The Canadian National figure in 1942 was -909 and the
average for class 1 railways in the United States in 1942 was -932.

Hon. Mr. Hanson: So that both Canadian roads are below the avera.ge in
the United States? :

Mr. VaucHAN: Yes.
Hon. Mr. HaxsoN: And that means that you have lower rates?
Mr. VaveHAN: Yes.

Mr. DoxnneLLy: Have you the rates of any other countries outside of Canada
and the United States?

Mr. VaugHAN: The rates outside of Canada are very much in excess of our
rates. Take, for instance, South Africa or India or Australia or New Zealand or
even England; they are about two or three times our rates.

Mr. DonNeELLY: New Zealand, T understand, has a rate of 3 cents per ton
mile. :

Mr. VaveHAN: Yes, very nearly. All of those countries have very much
higher freight rates than we have.

Hon. Mr. HaxsoN: But you are still below the United States?

Mr. VaucHAN: We are still below the United States, and our materials on
[ éhe average cost us, I suppose, 20 or 30 cents more than they do in the United
tates. :

‘ Hon. Mr. Hanson: There is another aspect of the thing—

Mr. DonneLLy: We carry grain lower than they do in any other country in
the world.

Hon. Mr. Hanson: I suppose we always have since we have had the Crow’s
Nest rates fastened on us by statute.

Mr. DonneLLY: We are not getting the full effect according to the agree-

ment—we cannot get the full effect of the Crow’s Nest Pass as it was.
4779—23%
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Mr. Maysank: If he is going to try to repeal the Crow’s Nest rates we had
better send out for enforcements.

Hon. Mr. Haxson: No, I do not think any public man in Canada will ever
attempt to do that.

Mr. VaucHAN: I can give you something with regard to grain rates in Canada
comparable with rates in the United States. Take the rate to Fort William from
Woodridge, Manitoba, 369 miles, 14 cents per 100 pounds and then take a place
like Elmdale, North Dakota, about 365 miles, to Duluth and the rate is 22 cents.
In that particular case the United States railways get 57 per cent more than
we do. Take the case of Atwater, Saskatchewan, 685 miles from Fort William,
our rate is 19 cents per 100 pounds while on the American side from Homstead
to Duluth, a distance of 686 miles, the American rate is 34 cents or 79 per cent
greater than ours. And it follows that way all the way along.

Hon. Mr. Haxson: That is what I understood it was, and you are powerless
to make any changes, at least during the war.

Mr. VaugHAN: Our average rate on grain in 1943 was -00549.

Hon. Mr. Haxson: And the C.P.R. is the same?

Mr. VaveHAN: Yes, ours are comparable with the C.P.R.

Hon. Mr. Hanson: On the other side of the picture, we had the Trans-
Canada Airways yesterday and you know there was a slight leak in their operat-
ing expenses?

Hon. Mr. Hansox: Mr. Symington made a stab at explaining it, perhaps he
did to his own satisfaction but he did not-to mine. What has been the chief
burden in your operating expenses—perhaps I should not use the word “burden”—
what have been the chief items of increase?

Mr. VaucuaN: In that first statement I gave you for the four years from
1940, Mr. Hanson, I stated that the cost of living bonus was $40,500,000 and that
the increase to employees on the United States lines amounted to $7,500,000.

Hon. Mr. Hanson: That is your line?

Mr. VaucaaN: Yes. I stated that the price of coal had gone up from $3.76
per ton in 1939 to $5.43 per ton, and that is just an indication of the way costs
have increased.

Hon. Mr. Hanson: Are those the chief items?

Mr. VavegaAN: Yes. In nearly every item that we purchase the cost of the
commodity has increased very substantially. .

Mr. Warton: There are a couple of other considerations if you would care
to mention them. There is no question that with over 17,000 of our employees
in the armed forces, who constitute the young, vigorous element, and have been
replaced to a large extent by inexperienced help, that has forced up our expenses.

Hon. Mr. Haxson: I have no doubt that is true. I can quite understand that.
I think that is the experience with everybody. I know we had to shut down
one of our mills because we just could not run it on school boys and old men.

Mr. DonNeiry: You have compared the freight rate with regard to grain.
Have you anything comparing the freight rate in Canada and the United States
with regard to cattle?

Mr. Vaveuan: I did not cateh that.

Mr. DonneLry: Have you anything comparing the freight rate in Canada
and the United States with regard to cattle?

Mr. VaveaAN: No, I have not anything of that kind here.

Hon. Mr. HaxsoN: Perhaps we are a little too far afield. I just wanted to
get a general picture.
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Mr. DoxnNeLLy: That is very important with us. Some of them go to
Chicago and some to Winnipeg.

Hon. Mr. Haxson: I wanted to get the whole picture.

Mr. NicuoLson: Can we have the president proceed with his report now?

Mr. Jackman: In regard to a question raised by Mr. Hanson previously
Mr. Cooper gave us the percentage of fixed charges to operating revenue for
class one railroads in the United States and the C.N.R. and the C.P.R. Of
course, most of those class one railroads that you mentioned, being class one,
are all very good railroads. I think we agree on that. Most of them have a
substantial value attached to their equity, to their common stocks, all of which
are paying dividends, and I think by looking at the list they have all paid
dividends right even through the depression.

Hon. Mr. Hanson: Not all of them.

Mr. VaveuAN: That covers railroads, good and bad.

Mr. Warton: Over a million gross earnings; is it not? The reference to
class one really has not any regard as to whether they are a first class railroad
or not. It is based on their earning power. Anything over a million dollars
per annum of gross earnings is classed as a elass one railroad.

Mr. VaueHAN: There were very few railroads during the depression that
paid any dividends in the United States. You could count them on one hand.

Mr. Jackman: There was the Pennsylvania, Santa Fe, B. & O.

Mr. VaveaaN: You had the Pennsylvania. The New York Central did not
pay any. The Union Pacific paid and the Norfolk & Western, and I think the
Chesapeake and Ohio, the coal roads, but outside of that practically every
railroad in the United States suspended dividends during the depression period
and, in fact, one-third of the mileage was in the receiver’s hands, and a sub-
stantial mileage of the United States is still in the receiver’s hands.

Hon. Mr. Hanson: They are coming out.

Mr. VaveHAN: They are coming out with greatly reduced fixed charges.

Hon. Mr. Hanson: They have been re-financed. The whole picture boils
itself down to this as far as the Canadian National is concerned. The country
has put in in one form or another—I think myself chiefly in opening up the
country—over $3,000,000,000, and you have had to ecarry an undue proportion of
that load. Pioneer railroading, as we had to have it in Canada, or thought we
had to have it—it is hardly worth while to go back into the history of that—has
cost a lot of money?

Mr. VaugHAN: Yes.

Hon. Mr. Haxson: And on this whole capital structure your suggestion is
too large a proportion having regard to your earning power is loaded into the
System?

Mr. VaueHAN: It is our contention, that our fixed charges, based on our
gross earning power, are too high. x

Mr. NicuoLson: What sort of percentage should you have? What percentage
reduction should you have?

Mr. Vaveuan: What is our percentage? If we had the average of class
one railroads in the United States we would be pretty happy about it, which
1s 8-8.

Hon. Mr. Hanson: With regard to the question of policy I am not going
to ask you—

Mr. Maysank: I should like to interject a question if I may. In order to
effect that reduction at the present time what number of dollars taken off would
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do it? That percentage varies because it is around 8 now, and naturally it
varies with your revenue.

Mr. Coorer: On $300,000,000 of revenue 8-8 would mean fixed charges of
$26,400,000.

Mr. MAYBANK: As against?

Mr. Cooper: In 1943 our interest charges were $49,000,000.

Mr. VaveHAN: It would mean nearly cutting our fixed charges in two
assuming we had a revenue of $300,000,000.

Mr. MAyBANK: At the present time it looks like your mortgage is twice as
big as it ought to be.

Hon. Mr. Hansox: That raises a question which I was about to proceed
with when Mr. Maybank intervened, the policy on the part of the nation itself
as to whether that burden should be transferred to the general taxpayers or
left where it is, and I do not think we can settle that here.

The Cuamman: Shall we proceed with this report?

Hon. Mr. Hanson: I think I have finished with the general questions that
I want to ask.

Mr. VauvcHAaN: We have set up our report in a different way this year.
You will find on page 4 a statement of our consolidated income accounts. You
will remember last year, Mr. Jackman, you asked us if we would set up our
figures in a different way. We tried to do that to comply with your suggestion.

Hon. Mr. Hanson: I have forgotten that. What was that brilliant sug-
gestion?

Mr. JackmaN: A year is a long time.

Mr. VaveHaN: Last year I think we dealt with the totals.

RESULT OF 1943 OPERATIONS
CONSOLIDATED INCOME ACCOUNT

Railway Operating Revenues— 1943 1942
e e B CREEATC  E  r 4 $324,899,723.64 $288,462,195.29
P amemg e L 2 N e G O R 66,891,033.94 48,297,257 .89
g F T R R RO |0 T o e R NS R ¢ 4,047,893.92 3,967,352.40
i e R IR, S e (AT o ot e S 17,490,783.01 13,502,725.78
Commercial Telegraphs .. 7,103,475.65 5,922,227 .20
LR, T R R SR ST R LA S SR o el s Kk e N 20,183,044 .42 15,502,784 .84
Total Operating Revenues .........c.ccvun.. $440,615,954.58 $375,654,543.00

Railway Operating Expenses—

Maintenance of Way and Structures ................ $ 67.308,429.46 $ 57,656,537.63
Maintenance of Depreciation of Equipment.......... 72.,366,530.73 72,540,489 .55
e i st v SUREGRCEBR S T i GV e G SRR S 5,647,080.21 5,392,336 .65
RBEHATOTARIONE 1. 5l a5 b h s o o yrers oo - mafonat RN 159,477,448.33 139,607,558.82
Miscellaneous Qperations’ .......ec.eveeevioneeasesens 5.380,416.75 4.002,852.61
RRETIETr. 1) o i el nad WA, s o i it L eyt 14,295,764.02 10,798,899.46
Total Operating Expenses ...........cccuuu.s $324,475,669 .50 $288,998,674 .72
Net Operating - A e RS e e T e o $116.14(b85.08 $ 86,655,868.68
Revenue Appropriated for Pension Reserve...... 19089000500 .5 it 500 ek

Net Operating Revenue after Appropriation for
Pension Reserve $ 97,071,285.08 $ 86,655,868.68
e N A T k12 8,390,677.72 6,020,140.74
Equipment Rents—Net Debit .. .... A e I SR 6,488.739.04 5,195,838.43
557,930.13 509,667 .98

................ $ 81,633,938.19 $ 74,930,221.53

\

proa
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Other Income—

Income from Lease of Road and Equipment........ $ 56,663.39 $ 55,002.57
Miscellaneous Rent Income .................. R 864.379.75 796,904.21
Income from Non-transportation Property. A 452,410.38 351,632.50
Results of Separately Operated Properties . 3,013.,645.15 629,843.17
Hotel Operating Income ........c.covo.ne Rk 1,030,033.68 569,723 .42
TRV IAPE-TRRORID. i« .o wimies o s DA 4 e e, o S 9, B e a7 685.755.62 573,070.75
BT L) o U S e St SUPYRETE GRS -5 SR R 3.255,316.57 2,680,317.88
Miscellaneons INeomie . ... % aieanimacededs sihsoesss 556,359.05 1,295,022.30
Tolal Other INCOMME | £, 35y e e Delnnsres ik s s 4 $ 9.914,563.59 $ 6,951,516.80
Deductions from Income—

Rent for Leased Roads and Equipment.............. $ 1.246,514.40 $ 1,483,345.19
Nidcellanbotia TRenba « 55 400 3.0 o s wal Sibasin ke SRl 4k pha 529,207 .28 541,459.33
NMisccllaneons Tamon | i 2 iiu, st len dvalvios s 63 vicasie i ke 91,427.71 96,057.78
Interest on Unfunded Debt .....coconieiepaiiravan 219,512.32 192,017 .48
Amortization of Discount on Funded Debt.......... 1,060,464 .64 1,012,379.87
Miscellaneous Income Charges and Appropriations. .. 3,068,782.60 2.291,787.85
Profit and Loss Items—Net .....c...ciceivvaiiosine 30.136.27 2,219,230.00
Total Deductions from Income ............. $ 6,246,045.22 $ 7,836,277.50

Net Income Available for Payment of Interest. .. $ 85,302,456.56 $ 74,045,460.83
Interest on Funded Debt—Public................... 30,998,196.32 34,949,557 .92
Interest on Government Lioans .........ccvvienicane 18,664,848.01 14,032,634 .59
CASH SURPIAR U falidrms nil s B 2 a5 Wts $ 35,639,412.23 $ 25,063,268.32

I will give you the totals. The first one is railway operating revenues, this year
$440,000,000 against $375,000,000 last year; total operating expenses, $324,000,000
this year as against $288,000,000 last year; net operating revenue $116,000,000
this year as against $86,000,000 last year. This year revenue appropriated for
pension reserve is $19,000,000.

Hon. Mr. Hanson: Could we pause there and ask questions about that
because that seems to me to be a new item.

Mr. VaugHAN: Yes. .

Mr. Hanson: I should like to have an explanation of why it is set up.
I am not questioning it, mind you.

Mr. VaueHAN: Might I suggest, Mr. Hanson, that when we come to that
later in the report I will deal with it then?

Hon. Mr. Haxson: Very well.

Mr. VaveHAN: That leaves net railway operating revenue after appropria-
tion for pension reserve of $97,000,000 against $86,000,000 last year. Then we
have taxes, equipment rents, joint facility rents, }eavmg net railway operatmg
lncome of $81 600,000 against $74,900,000 last year. Then we have other inecome
in 1943, $9,914, 000 against $6,951,000 last year. Then we have various deduc-
tlons from meome ()f $6,246,000 in 1943 agalnct $7,836,000 in 1942 leaving net
income available for payment of interest in 1943 of $85,300,000 against
$74,000,000 last year.

Hon. Mr. HansoN: Where are those figures?

Mr. VaveHAN: Right on the first page, page 4. Then we have interest on
funded debt due the public this year of $30,900,000 against $34,900,000 last year;
Interest on government loans in 1843 of $18, 600 00 against $14, 000 ,000 last year
}eaving a cash surplus of $35,639,000 in 1943 against $25,063,000 in 1942. That
In general outlines the result.

Mr. Jackman: What was your budget estimate of that cash surplus,
Mr. Vaughan?

Mr. VaveHAN: It was considerably less than that.
Mr. Jackman: I thought you were on the right side.
Mr. Maysank: What was your estimate?
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Mr. Vavenax: It was $25,000,000.

Mr. MayBaNk: You budgeted last year on the experience you had just
gone through to get the same thing over again.

Mr. VaveaAN: We did not know what this year would bring forth so we
budgeted for practically the same amount as we had the previous year.

Mr. Jackman: May I ask what the budget is for this year? I suppose we
will come to it later.

Mr. VavcHAN: We will come to it later. 'We have been conservative again.
Mr. Mayeank: You are budgeting for $35,000,0007 :
Mr. Vaveuan: We are budgeting for a net of $30,000,000 for 1944. |
Hon. Mr. Hanson: You will probably exceed that by quite a lot.
Mr. VaveaaN: T hope so. Shall I proceed with the report? i
The CHAIRMAN: Yes. '
Mr. VAuGHAN:

The Honourable J. E. MicaAup, K.C., M.P,, g
Minister of Transport,
Ottawa.

Sir,—In conformity with The Canadian National-Canadian Pacific Act,
1936, the board of directors submit the following report of the operations of the
Canadian National Railways for the calendar year 1943.

The objective, as in other war years, was to place the full strength of our
manpower and facilities behind the war effort of the united nations. To this 3
end all energies have been directed.

The requirements of the armed forces, of industry and agriculture, for
transport and other services have been met in all of the nine provinces of the
dominion, and in the important sections of the United States in which we
operate. These demands were greater than ever before, the traffic moved over
the lines of the system, in 1943, being 17-3 per cent greater than in 1942, the
previous peak war year, and 44-7 per cent greater than in 1928, the peak peace .
year. The company also extended its activities as a manufacturer of munitions, = =
ships and naval appliances.

Shortages of labour and materials continued to exist and in the face of a
record volume of traffic placed an additional strain upon the railway organiza-
tion. The management takes pride in the work accomplished by the staff in all
branches in the fourth year of the war.

The 1943 operations demonstrated the great earning power of the system,
the railway proving again that it can handle an immense volume of business
economically as well as expeditiously. After providing from revenue for all
_ operating expenses (including deferred maintenance, depreciation, amortization
of defence projects and reserve for inventories) and also a reserve for pension
contracts, taxes, interest on funded debt and government loans, the surplus was

$35,639,412. The full income statement for the year appears on the opposite
page and shows:
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1943 1942
Operating Revenues.. .. .. .. .. .. .. .. $440,615954 58 $375,654,543 40
Operating Expenses.. .. .. .. i oo wo.. 324,475,669 50 288,998,674 72
Net Operating Revenue. . .. ... .. $116,140,285 08 $ 86,655,868 68"

Revenue Appropriated 101 Pcrmon Re~er\ e. 10,060,000 00 e S L ER

Net Operating Revenue after appropriation
for Pension Reserve.. . . .. $97,071285 08 $ 86,655,868 68
Taxes, Equipment and Joint Famllty Rent< 15,437,346 89 11,725,647 15

Net Railway Operating Income.. .. .. .. $ 81,633,938 19 $ 74,930,221 53
Other Income, less deductions.. .. .. .. .. Cr. 3,668,518 37 Dr. 884,760 70
Interest on Funded Debt«—Pubhc R 30,998,196 32 34,949,557 92
Interest on Government Loans.. .. .. .. 18,664,848 01 14,032,634 59
Cash Surplus.. .. .. .. .. .. .. .. .... $ 35639412 23 § 25063268 32

All the resources of the company, human and material, were utilized to
the utmost to handle the immense flow of traffic, freight, passenger and express,
that developed as the tempo of war quickened during the year. This volume of
business was handled by a staff which numbered only 6.9 per cent more than'
in 1942; with an increase of 0.2 per cent in the number of locomotives owned,
and with increases of only 2.5 per cent and of 2 per cent respectively in the
numbers of freight and passenger cars owned by the system. It is interesting
to note that the vastly increased war traffic in 1943 was handled with 16.6 per
cent fewer locomotives, 15.4 per cent fewer freight cars and 5.1 per cent more
passenger cars than was the traffic of 1917, the fourth year of the last World
War. However, the ability of the system to absorb increased responsibility is
dependent upon its obtaining necessary manpower, equipment and materials.

Shortages of general supplies, rationing and other wartime controls, together
with greatly increased demands for accommodatlon and service, placed heavy
burdens upon the management of the company’s hotels. The directors, therefore,
take special pride in reporting that the high standard of service of the eight all-
year-round hotels wholly operated by the company was fully maintained and
that, without exception, these hotels reported larger revenues in 1943 than in
1942. All the summer hotels of the company remained closed in 1943.

OPERATING REVENUES

Operating revenues were the largest in the company’s history. They
amounted to $440,616,000, exceeding by $64,962,000 or 17.3 per cent, the former
high record established in 1942. The increase on the lines in Canada was 17.7
per cent and on the lines in the United States 14 per cent.

The increase of 536,438,000 or 12 per cent in freight revenue over 1942 is
attributable to the fact that in 1943 the system carried more freight than in any
other year. There were no increases in rates. To the contrary, the increases in
freight rates which became effective Mareh 18, 1942, in the United States, on
all commodities except agricultural produects, hvestock and low grade products
of mines, including coal, on which commodities smaller increases were granted,
Were suspended by the Interstate Commerce Commission, as of May 15, 1943.

Corresponding increases in Canada on international movements, as author-
ilzed by the Board of Transport Commissioners, were also suspended on that

ate.
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Diversions of traffic from peace-time routing contributed to the unprece-
dented volume of freight traffic.

Throughout the year, a number of orders directed towards regulating move-
ments of certain commodities and increasing the lading of all types of equipment,
were issued by the transport controller. These, coupled with the co-operation of
boards of trade, chambers of commerce, industrial traffic leagues and individual
shippers, helped the company to achieve considerable conservation of equipment,
a factor of importance in enabling it to handle the greatest tonnage in its history.

Passenger traffic again increased, being more than four times that of 1939.
Although, because of the numbers of Service personnel carried at very low fares,
the average earnings per passenger mile in 1943 were lower than in 1939, they
were slightly higher than in 1942. Passenger revenues in 1943 were $66,891,000,
an increase of $18,594,000 or 38.5 per cent over 1942.

Increases were reported also in other revenue accounts, such as mail, express,
sleeping car, dining car and commercial telegraphs.

Mr. Jackman: Do you want to be interrupted or do you want to finish?

Mr. VaucHAN: Just as you wish.

Hon. Mr. Hanson: I suggest that you go on through it and then come back
to the beginning.

OPERATING EXPENSES

Operating expenses for the year increased $35,476,000, or 12-28 per cent, as
compared with an increase in operating revenues of 17-29 per cent. Out of
every additional $100 of revenue $45 was carried to net revenue. The com-
parable figure on class one railroads of the United States was $33.80.

The unprecedented volume of traffic, and other circumstances, placed an
exceedingly heavy strain upon the entire railway organization. Despite this,
the very large movements of war materials and personnel reached their destina-
tions in accordance with schedule arrangements. There was no lowering of
the recognized standards of safety.

The relationship between additionel revenue and expense can be regarded
as satisfactory, especially in view of the fact that the maintenance and
operating accounts had to carry a number of exceptionally heavy charges. Where
it was found necessary to defer repairs and renewals owing to wartime scarcity
of labour and materials, reserves were created through charges to operating
expenses. Instead of trying to make the most favourable showing possible, the
policy was continued of absorbing, out of wartime revenue, the heavy costs
created by wartime conditions, thus avoiding carrying such costs forward to
the post-war period. The amount charged to operating expenses for deferred
maintenance was $11,150,000. The amount charged for depreciation on loco-
motives, freight and passenger-train cars, ete., was $19,829,000, or approxi-
mately $74 millions more than would be provided under average traffic condi-
tions. An amount of $1,005,000 was charged for amortization of war projects,
and $1,309,000 for inventory reserve. The cost-of-living bonus paid on Canadian
lines amounted to $18,918,000. Of this sum $16,396,000 was charged to
operating expenses. Increased wage rates on the United States lines increased
operating expenses by $1,556,000. Additional amounts were provided for
pensions, as referred to later in the report.

Operating expenses also obsorbed the cost of ereosoting ties in replacement.
In previous years this cost was charged to investment account. The loss in con-
nection with railway properties retired and not replaced was also charged to
operah{;g expenses. In previous years this loss was charged to profit and loss
account.

Due to the severe winter conditions the cost of removing snow and ice in
1943 was $3,758,000 as compared with $2,220,000 in 1942.
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The average number of employees in 1943 was 101,126 and the total payroll
was $195,555,000. In the last pre-war year—1939—the number of employees
was 78,129 and the total payroll was $122 millions.

Since the outbreak of war the price of new steel rail has increased by 18-9
per cent; the price of ties by 37-4 per cent; of fuel by 44-4 per cent and of
general railway stores by 14-8 per cent. On the revenue side freight rates and
passenger fares have been frozen at their pre-war levels. The picture, therefore,
is one of frozen selling prices on the one hand and substantially increased
costs on the other, the railway having to depend on its ability to handle the
additional volume of traffic on a sharply reduced operating ratio in order to
produce the greatly improved returns reported herein. The operating ratio for
the year was 73-64 per cent (an all-time record) as compared with 76-93 per
cent in 1942 and 81-99 per cent in the peak peace year of 1928.

PENSIONS

Previous annual reports have indicated that reserves were not being set up
against pensions being paid or conditionally aceruing under the 1935 contractual
plan and prior non-contractual plans. Heretofore the practice has been to
charge currently to operating expenses the actual pension payments made at the
expense of the company. Advantage has been taken of the opportunity afforded
by the abnormally high revenues of 1943, to put the accounting for pension
contracts issued under the 1935 contractual plan on a fund reserve basis. The
reserve, which at December 31, 1943, amounted to $21,607,000, is invested in
dominion government securities. Of the proportion of the reserve payable at
the expense of the company, $19,069,000 pertains to the period prior to 1943
and for that reason has been separated from the normal operating expenses for
the year. With respect to pensions under prior non-contractual plans, the
practice will be continued of charging currently to operating expenses the
actual pension payments made at the expense of the company.

The pension contract fund above referred to is separate from the annuity
trust fund in which are carried pension contributions (and interest thereon
compounded) made by employees who are still in active employment. This
latter fund, of which the company is trustee, is not an asset of the company
and therefore is not included in its balance sheet. The amount of the annuity
trust fund at December 31, 1943, was $15,903,636, also invested in dominion
or dominion-guaranteed securities.

SURPLUS FOR THE YEAR

After deducting the appropriation of $19,069,000 above referred to from
the net operating revenue of $116,140,000, there remained a balance of
$97,071,000. The income statement shows the various accounts which must
then be provided for, consisting of taxes, equipment and joint facility rents
$15,437,000; various income credits and debits $3,668,000; interest on funded
debt held by the public $30,998,000; and interest on government loans
$18,664,000. When these are deducted, there is left a net surplus of $35,639,000,
compared with a net surplus of $25,063,000 in 1942.

CAPITAL EXPENDITURE ACCOUNT

The capital expenditures during the year amounted to $23,333,089, details
of which are given on page 22. Of the total expenditure $19,148,543 was for new
equipment, of which 28 Northern type locomotives, 2,238 box cars, 237 gondola
cars, 250 hopper cars, 100 refrigerator cars, and 50 box-baggage cars were acquired
under hire-purchase agreements with the dominion government.
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FINANCE

The total funded debt outstanding was reduced during the year by $64,983,-
601 and now stands at $744,232,472 as shown on the balance sheet and, in detail,
on page 23 and 24. There were no new issues. The retirements were as under:

29% 7-year guaranteed bonds, matured February 15, 1943.... $55,000,000 00
Various securities repatriated under the arrangements referred to

in the 1942 Annual Report—par value.................. 2,229,055 80
4% Canadian Northern Western First Mortgage Debenture

Stock and Bonds, matured October 22, 1943............ 1,728,735 60
2% 1927 Guaranteed Debenture Stock retired.............. 218,810 19
Equipment Trust annual principal payments................. 5,870,000 00

$64,983,601 59

The total of government loans outstanding was increased during the year
by $34,467,304 and now stands at $537,323,765 as shown on the balance Sheet
- and, in detail, on page 24.

Additions
Balance of 1942 capital requirements received January-
Miarelr 1948 il oy o s L e At e $ 4,878,863 24
Loans to retire 2% 7-Year Bonds at par, and various
securities repatriated at market value................ 57,119,333 89
Loans under Order in Council P.C. 1-9007, 1942......... 578,000 00
Loans to acquire Atlantic and St. Lawrence Railroad
Company shares under repatriation arrangements. ... 2,748,758 47
Loans under Equipment Hire-Purchase Agreement 1941.... 11,426,281 48
Loans under Equipment Hire-Purchase Agreement 1943. . .. 5,671,111 11
$82,422 348 19
Retirements
Loans repaid out of 1942 surplus earnings. .............. $15,063,268 32
Loans repaid out of 1943 surplus earnings. ............... 30,000,000 00
Equipment Hire-Purchase annual principal payments.. .. 2,891,775 68
$47,955,044 00
B ItReaRe] o0 2 i e LN BT e Sk e e el $34,467,304 19

The outstanding government loans, $537,323,765, have been utilized for the
following purposes:

Repatriation of securities having a par value of $408,009,463 31

acquired at a cost to the company of.................... $388,757,134 77
Redemption of matured securities, under the 1938 Refunding

D e e RN I TR L R T RN 94,107,807 96
Purchase of new rolling stock under hire-purchase agreements

between the Government and the COMPANN S o e Uiy, 40,551,822 63

Additional working capital necessitated by wartime conditions 13,906,999 71
$5637,323,765 07

Interest on all these ] is bei i i
year being $18,664,848. 7 R Se g < s
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Measures taken during the year for the more complete consolidation of the
corporate structure of the System included (a) the acquisition of control tl)}'otlgh
ownership of the capital stock of the Atlantic. and St. Lawrence Railroad
Company (b) transfer to that company of the properties of the New England
Elevator Company and the Portland Elevator Company (c) transfer to the
Grand Trunk Western Railroad Company of the railway properties of the
Cincinnati, Saginaw and Mackinaw Rail Road Company (d) transfer to the
Canadian National Railway Company of the railway properties of The Toronto
Belt Line Railway Company and of The Irondale Brancroft and Ottawa Railway
Company. These are transactions of an inter-corporate nature and do not
change the operated mileage of the system.

CENTRAL STATION, MONTREAL

The company opened its new central station in Montreal in July providing
that city with the largest and most modern passenger station in Canada. After
further necessary steps have been taken, it will make possible the long-sought
consolidation of the company’s passenger train services in the metropolitan area.
It also improved facilities for the handling of express, baggage and mail, and
greatly assisted in the solution of the grade crossing situation in the heart of the
city. It paves the way for a rearrangement of freight handling facilities on the
Island of Montreal with resulting benefit to the commerce of the nation. As the
central station has been designed to support large structures on the overhead
rights surrounding it for several blocks, its completion presents an opportunity
for a business and civic development of magnitude and beauty in the centre of
Montreal.

LINE CONSTRUCTION

Tenders have been called for the construction of a new line from Eastern
Junction to Bout de L’Ile on the Island of Montreal.

This line forms part of the broad plan for the solution of the grade erossing
situation on the Island of Montreal, under orders of the Board of Transport
Commissioners. Its construction was approved by parliament in 1931 and
sufficient funds were voted for the purpose. However, circumstances intervened
and apart from the acquisition of nearly all the land required for the right-of-way,
no further expenditures were made. Wartime traffic having thrown an excep-
tionally heavy burden upon the facilities on the Island of Montreal, the construe-
tion of this line at the earliest possiblesmoment became imperative and authority
was therefore sought by order in council under the War Measures Act to proceed
immediately with its construction. - :

It will improve the service given to industries along the company’s lines
in the eastern and western sections of the Island; will open new industrial sites
- to development; make possible the residential development of a very large area in

the northeast section of the Island, and will further consolidate the passenger
services entering the city by giving passenger trains from Chicoutimi, Lake St.
John and other north shore points direct access to the central station. Tt will be
of direct economic value to the railway and is a wartime necessity because it
will shorten by 76 miles the distance now covered by freight trains between
Longue Pointe and Turcot Yard, thus speeding traffic movements and making
possible a material saving in operating expenses.

It will also make possible the abandonment of 32 miles of track on the
Montfort-Joliette line, which was authorized by the Board of Transport Com-
missioners in 1940; an abandonment which will result in the recovery of 6,200
tons of steel, as compared with the 6,000 tons needed to build the new line.

. The cost of construction of this new line, which is about 14 miles in length,
18 estimated at $2,870,000.
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Hon. Mr. Haxson: Does that include right-of-way?
Mr. VaugHAN: Yes. Continuing:

LINE ABANDONMENTS

An application was made to the Board of Transport Commissioners, in co-
operation with the Canadian Pacific Railway, for approval of the abandonment
of 37-9 miles of line between Arnprior and Eganville, Ont. The hearing is
pending.

StEEP Rock DEVELOPMENT

To facilitate development of the hematite iron ore deposits at Steep Rock
Lake, Ontario, the company, as agent for the Government, is arranging for
the construction and operation of a spur to the Steep Rock property from a
point on the Canadian National line near Atikokan, and for the construction
and operation of an ore dock at Port Arthur. It is anticipated that shipments
of ore will start in the latter part of 1944.

CaxNAr Oms LIiMITED

Cannar Oils Limited, wholly-owned subsidiary of the company, which em-
barked upon a program of drilling 50 wells in the Vermilion field in Alberta,
had 12 wells in production by December 31, 1943, with 4 additionnel wells
awaiting installation of pumps and servicing. This program was undertaken
solely as a measure of protection against loss of supplies of fuel oil due to enemy
action.

Victory LoaN CAMPAIGNS

Large purchases of bonds were made by Canadian National personnel in -

the two victory loan campaigns conducted during the year. In the fourth
victory loan campaign in April, 68,744 employees subscribed $6,825,000 and in
the fifth campaign in October, 80,361 employees invested $8,599,600 in victory
loan bonds. The cumulative total of employees’ purchases in these two cam-
paigns, therefore, was $15,424,600. Of this total the employees of Trans-Canada
Air Lines subseribed $302,550 and those of National Railways Munitions, Lim-
ited $305,800. Both campaigns were conducted under the direction of an efficient
and aggressive canvassing organization set up within the system.

Employees invested a further $1,917,894 in war savings certificates during
the year through a payroll deduction plan. -

In addition to individual purchases by employees, the company invested a
combined total of $29,927,050 in fourth and fifth vietory loan bonds for account
of reserves and other funds, such as maintenance, pension annuity trust fund,
pension contract fund, insurance investment fund, ete.

I may say that we have invested another $8,500,000 since the first of the
year in the fifth victory loan. Continuing:

The employees on lines in the United States subscribed substantial amounts
for U.S. war bonds during the year.

OTHER WAR ACTIVITIES

The system has been privileged to assist the war effort by other means than

the provision of transportation by land, sea and air. The operations of Trans--

Canada Air Lines are fully dealt with in its annual report. National Railways
Munitions, Limited has continued to manufacture naval gun barrels and field
artillery carriages at Point St. Charles. In its Pacific Coast shipyards, the

company has met its schedules for the construction and repair of naval and.

cargo vessels. The Fort Rouge Shops have engaged successfully in the manu-
facture of certain types of naval mountings. A number of hospital cars, vyhi-ch
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the company’s medical department helped to design, have already been usefully
employed. Canadian National ships distinguished themselves in war service on
the high seas, among them the “Lady Nelson,” formerly flagship of the Canadian
National West Indies fleet, and now a hospital ship, and H.M.C.S. “Prince
Robert,” which prior to becoming an important member of Canada’s fighting navy
was in the company’s Vancouver-Alaska service.

" The company was honoured in being selected to provide extensive train
and other services for Prime Minister Churchill, President Roosevelt and
Madam Chiang Kai-shek during their visits to Canada in 1943, and also for a
long list of other men and women prominently engaged in the war effort of the
United Nations.

The management and staff are justly proud of the company’s honour roll.
A number of employees have already laid down their lives in the service of
their country and to their families deepest sympathy is expressed.

His Majesty the King has been pleased to decorate a number of Canadian
National men in the armed forces and merchant navy, and honours also have
been bestowed upon some civilian members of the staff for outstanding work
in carrying out their railway duties.

POST-WAR PERIOD

The post-war period will bring many problems. It would be unsafe to
predict that the present high volume of traffic will continue; competition will
undoubtedly be accentuated and the railway industry will have to fight hard to
earn its fair share of traffic against the competition of water, highway and air
transport.

Changing conditions will call for new methods of railway operaton and new
types of service and there must needs be a continuing search for improvement
in all aspects of the railway industry. In view of this, the company has in
hand a program of research. This program, in addition to considering ways
and means of improving service and efficiency of operation, also encompasses
the problems of post-war reconstruction and rehabilitation. '

GENERAL

The traditional harmonious relations between management and employees
were maintained throughout the year.

The officers and employees in all departments of the system have worked
hard and loyally to cope with increased responsibilities arising out of the war,
and the directors record their appreciation and thanks. Appreciation also is
expressed to shippers and the travelling public alike for their co-operation in and
sympathetic understanding of difficult operating conditions caused by the war.

Hon. Mr. Hanson: In connection with the paragraph entitled “Post-War
Period” it would be interesting if you would produce at a later date your
proposals for reconstruction.

Mr. VaucHAN: You have in mind the brief we submitted to the Turgeon
committee?

Hon. Mr. Hansox: Yes. We ought, to discuss what you have in mind
when you reach that spot. ;

Mr. VavcHaN: I may say that presentation is a public document.

Mr. Haxson (Skeena): Was that brief incorporated in last year’s report?

Mr. Vauveuan: No, we appeared before that committee in 1943, and this
brief was incorporated in this document issued by the committee. All you need
to do is to have the report incorporated in these proceedings.

Hon. Mr. Micuaup: You can get the report of that committee from the
distribution office.
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Mr. VaveHaN: This is the minutes of evidence, No. 25, of the special com-
mittee on Reconstruction and Re-Establishment, dated Thursday, July 8, 1943.
Hon. Mr. Hansox: Yes, that is what I had in mind. Give me a copy.

Mr. VaucHAN: Copies of that can be obtained here.

The CuAmrMAN: Are there any comments gentlemen?

Mr. Jackman: In the fifth paragraph of your opening remarks you say,
“after providing from revenue for all operating expenses, including deferred
maintenance, depreciation, amortization of defence projects and reserves for
inventories, and also a reserve for pension contracts...” Is depreciation at the
same rate as last year or will there be changes in the method?

Mr. VaucuAN: Last year we applied some accelerated depreciation and
we did the same this year. That is on top of our regular depreciation rate which
was established some years ago.

Hon. Mr. Haxsox: You have not any control over the income tax people
with regard to this question.

Mr. VaveHAN: Fortunately we have not.

Hon. Mr. Hanson: I suppose you know that there is a movement on foot
with respect to newsprint to cut down the rates of depreciation? Have you
heard that? The powers that be have started a movement—I will put it that
way—or are threatening a movement to cut down depreciation in the news-
print industry, all of which means more taxes.

Mr. VaueHAN: Our situation is, as I have said before, that while we do
not pay income tax we pay more ordinary taxes, of course, in Canada than
anyone else, and we do pay back to the government everything we earn—
everything we have is theirs.

Hon. Mr. Hansox: That is the answer you make, and that is the only
answer, that they take all you have in the end, although you do not pay these
taxes. That is one point we disagree on and we agree to disagree on it, whether
you should pay taxes or not.

Mr. Jackman: The question I asked is whether there has been any change
in the principles or methods of applying depreciation.

Mr. Coorer: No change has been made in the methods.

Mr. JackMaN: Or the rates?

Mr. Cooper: Or the rates. )

Mr. Jackman: How did you make up your deferred maintenance this
year—the same as last year on the basis of itemizing all the things that you
would not need to do, like painting stations, and getting the figure—I think it
comes out to an even figure of $3,000,000?

Mr. Wavron: The same method was applied as in previous years by
securing information from the officers in charge and ascertaining what work was
necessarily deferred because of a shortage of labour or material or both, and
in that way we reach these figures.

Hon. Mr. Haxson: In the early part of the war was there an effort made
to take up some of the deferred maintenance when labour was plentiful?

_ Mr. Warrox: Yes, we increased our force early to do what we could and
within, T think, a couple of weeks after war was declared we placed an order
for additional locomotives.

Hon. Mr. Haxsox: That is new equipment?

‘Mr. Warton: Yes, but it goes into the pool and helps out the general
equipment situation. '

. Hon. Mr. Hanson: There must have been a substantial amount of deferred
maintenance during the depression years that you could not possibly do?
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Mr. Warton: There was some, and there was what might be called an-
ticipated requirements, and we did our best while help was available to meet
that situation.

Mr. JackMAN: Is there any change in this reference to inventories over
the previous year?

Mr. Coorer: No.There is no change in the method of arriving at the
amount. -

Mr. Hansox (Skeena): In 1932 when my namesake was chairman of this
committee there were 32,000 annual passes issued on all the railroads of Canada,
and I would like to know how many annual passes are issued by the Canadian
National Railways now compared with, say, 1933; could we get that information?

Mr. Coorer: We will have to get it for you.

Hon. Mr. Haxsox: I hope you will not make me responsible for the number
of passes issued.

Mr. HaxsoN (Skeena): No, I would like to see how the matter worked out.

Mr. VaveHAN: Would you like to have that on record or do you want
it personally?

Mr. HansoN (Skeena): T could have it personally.

Hon. Mr. Haxson: Let us say that the number has been substantially cut.

Mr. Vaveuan: It has been substantially cut. We can only issue trans-
portation in accordance with the orders of the Board of Transport.

Mr. HansoN (Skeena): I refer to annual passes given to people apart from
railway employees.

Mr. Wavrton: It varies. There are extreme peaks such as Christmas and
New Years, when the use of passes by employees has been cut off entirely.

Mr. Hansox (Skeena): That would be trip passes.

Mr. Wavron: And other passes also.

Hon. Mr. Hanson: But not to Members of Parliament; they are not
passes.

Mr. VavcuAN: They issue their own.

Mr. DonneLLy: With regard to the Cannar Oils Limited, is that a new
company you have started or a subsidiary?

Mr. VavcaAN: That is a company we started at the request of the Oil
Controller. There was evidence of there being a shortage of oil in the west
to operate our locomotives, and he was of the opinion that we should protect
our situation by endeavouring to develop some oil on our own account, and
that was the field recommended by government geologists as being the most
likely fields to produce a quantity of oil.

Mr. JackmaN: This was just for your own purposes?
Mr. VaueHAN: For our own purposes.

Mr. DonnNeLLy: This was entirely for your own purposes and had nothing
to do with oil for the other line?

Mr. VaveaAN: No. "
Mr. McCurrocH: Did you buy these fields or did you have them on
royalty? ,

Mr. VaveaaN: We pay royalties.

Hon. Mr. Hanson: On page 13 you state the fact but you have not told
us the results; what are the results?

Mr. Vavcuax: Of the Cannar oil development?
Hon. Mr. Hanson: Yes.

Mr. Vaveaan: They have not been very satisfactory.
4779—3
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Hon. Mr. Hanson: They have not?

Mr. VaveHaN: No.

Hon. Mr. Hanson: How much have you spent on this development?

Mr. Vaveaan:. We have had something in the neighbourhood of 30,000
or 40,000 barrles of oil.

Hon. Mr. Haxson: Wells drilled and twelve in production.

Mr. DoxneLLy: Had you many dry holes?

Mr. VavcaAN: Yes, we have some dry holes.

Hon. Mr. Hanson: Mostly. How much money was spent on the Cannar
project?

Mr. VavcuAN: $578,000.

Hon. Mr. Hanson: And you got 34,000 barrels valued at how much?

‘ I}/Ir. VaveHAN: The value of the oil would be, I assume, about $1.76 a
arrel.

Hon. Mr. Hanson: But it has not turned out well. Are you going to go on
with it?

Mr. VauvcaAN: We are making a survey now to satisfy ourselves whether
it is wise to proceed further or not.

Hon. Mr. Hanson: I suggest that the government ought to reimburse you
for that outlay. I do not see why the railroad should take that on.

Mr. VaveaaN: We hope they will. They would not at the time although
we went into the development of these oil wells solely at the request of the
government.

Hon. Mr. HaxsoN: You would never have done it on your own?

Mr. VauveaAN: No, sir, we would never have done it.

Mr. EmMEeRsoN: Are these shallow wells?

Mr. VavecaaN: They are shallow wells. They produce oil at from 1,800
to 2,000 feet. The cost of sinking wells is not nearly as high as it is in a field like
Turner Valley. The cost of sinking a well was arount $15,000 whereas down in
Turner Valley it would cost upwards of $150,000. But it was, I think, well
worth developing these oil fields because it did look at one time as though we
might have the greatest difficulty in getting oil, and if there was oil in that
field—and it was recommended to us as the most likely field in the west— we
wanted to get it because we needed it.

Hon. Mr. Hansox: The intention was good but the performance was not
so hot.

Mr. VaveaAN: We had some misgivings about it at the time. It was one
of those war measures that might have turned out all right, and may still be
better than we expect.

Hon. Mr. Haxson: On principle, why should not the government have done
this out of the war appropriation rather than ask the company to do it? They
are supplying capital by the hundreds of millions of dollars for war production.

Mr. VaveHan: They supplied us with capital for this project but they
charged—

Hon. Mr. Hanson: It was debited against you?

Mr. VaveaAN: Yes, we pay interest on it.

Hon. Mr. Haxson: And they hold it against you until you pay.

Mr. DonneLLy: Where do you get your oil from?

Mr. VavguAN: From various places; some from Vancouver and Prince
Rupert coming up from California, and we get considerable oil from the

refineries in Calgary and from the refineries in Moose Jaw and some from the
refinery in Regina.
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Hon. Mr. Haxson: I suggest that it is so close to six o’clock that I do not
wish to open discussion on any particular point just now, and I ask that we
adjourn.

The CuarmaN: Before we adjourn I would like to ask the opinion of the
committee as to whether we should sit to-night or not.

Mr. McCuLroca: I move that we sit at 8.30.
Hon. Mr. Haxson: I object to sitting to-night.

(On a showing of hands the committee decided to sit at night.)

The committee adjourned to meet at 8.30 o’clock p.m.

EVENING SESSION
The committee resumed at 830 o’clock p.m.

The CrarMAN: Before we start in to-night I should like to suggest that
the committee appoint a vice-chairman. It will be necessary for me to leave
for an hour to-night and vacate the chair. I am putting it up to the committee .
to appoint their own chairman.

Mr. McCurrocH: I would make a motion that Dr. Donnelly be appointed.

Mr. EMMERsoN: I second that.

The Cramrman: All in favour?

(Motion agreed to.)

The Cmairman: 1 have before me a statement here from the Deputy
Minister, Mr. Edwards, containing four items. I do not know whether it is
the wish of the committee that they be tabled or whether you would like to
have them go into the proceedings.

Enclosed please find the following documents required to complete
the evidence taken by the above committee considering the Trans-
Canada Air Lines annual report for 1943: P.C. 6255 dated August 6,
1943, naming Winnipeg, Saskatoon, Edmonton under the Transport Act,

and four other such items. What is the wish of the committee?
Mr. DonNeLLy: Are they all Orders in Council?
Hon. Mr. MicHAUD: Yes.
Mr. DoxNeLLY: I move that they be filed as exhibits.
Mr. McCurrocH: I will second that.
The CuamrMaN: All in favour?

(Motion agreed to.)

The Caamrmax: We shall proceed with the Canadian National report. We
have finished with the president’s report so far as the printed section is con-
cerned. Are there any questions?

Mr. EmMEerson: On page 10, capital expenditure account, there is just one
Question. “Of the total expenditure $19,148543 was for new equipment, of
which twenty-eight northern type locomotives’—were those delivered in 19332

Mr. VaueHAN: Twenty-eight of those were delivered in 1943.
4779—3%
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Mr. EmMMEerson: Can you give the disposition of those locomotives? What
became of them?

Mr. VavcaAN: They would go into the pool with all the other locomotives.
They would not be assigned to any—

Mr. EmMerson: Would not some be assigned to certain regions?

Mr. VaugHAN: Yes.

Mr. Emmerson: They would be delivered to certain regions.

Mr. Warton: Some have actually been working between Montreal and
Toronto and some have been on the passenger trains to the maritimes.

Mr. Emmerson: What number is that engine?

Mr. Wavron: They are in the 6200 series.

Mr. EmMmEeRsoN: Some have gone to the Atlantic region?

Mr. WaLton: Some have been used in passenger service; I cannot tell you
just what number but a number of them have been used in that service.

Mr. EmMEersoN: They have been used but are they in that region now?

Mr. Warron: I do not think they are at the moment; they are a duplica-
tion of the higher number 6100s, so they are both of the same class.

Mr. EmMmerson: But there are none of that class in the region at the

present, time?

Mr. Warron: No.

Mr. DoxnNELLY: Your box cars were steel cars?

Mr. VaucHAN: Yes.

Mr. DoxneLLy: Larger ones than before?

Mr. VaveHan: No, in the last three years they have all been of the forty-
ton capacity.

: 1\‘/’11‘. McCurrocH: What proportion of those box cars went to the Trenton

plant?

Mr. Vaveaan: I do not remember offhand. They got a very good share
of them. They were quite satisfied with what they got.

Mr. McCurrocH: Yes, I understand.

Mr. HansoN (Skeena): Were all those cars built in Canada or some on the
American side?

Mr. VaucHAN: All our freight cars are built in Canada. All our locomotives
are built in Canada.

Mr. Hanson (Skeena): Refrigerator cars, too?

Mr. VaveHAN: Yes, they are built in our own shops at Winnipeg.

Mr. McCurroca: Did you find much trouble in getting steel to build these
cars?

Mr. Vaveaan: We did have considerable trouble but eventually we got
the priorities all right.

_ Mr. McCuLrocu: I understand there was one time you were thinking of
building some wooden cars?

Mr. Vaveuax: There was some disposition to tiy and have us substitute
wood for steel in some of these cars, but when we pointed out that in the old
type box car there was as much steel required for channels and angles as in the
new type box car they decided it would be better to let us go ahead and build
the modern type of box car.

The Cramrman: I hope I am not telling tales out of school but I have
heard it said by your officials in Transcona there was no type of car or loco-
motive they could not build there.

Gl
S
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Mr. McCurrocH: You mean at Trenton, Mr. Chairman.

The CaamrMAN: I mean at Transcona.

Hon. Mr. Micuaup: Transcona and Trenton are keen competitors.

Mr. EmMERsoN: On pages 11 and 12 you speak of the central station in
Montreal?

Mr. VavgaAN: Yes. -

Mr. EmMmErsoN: Why is it that all passenger trains in and out of Montreal
do not go into the central station? That is one of the advantages of a central
station which has often been mentioned as doing away with the level crossing
difficulty, but you are using Bonaventure?

Mr. VaveHAN: All trains go into the central station from the west, from
the east and from the south except suburban trains which we still run into the
old Bonaventure station.

Mr. EMMmERsoN: Then you are not going to get rid of the old level crossing
difficulty?

Mr. Vavcuan: We do not expeet that these suburban trains will run into
that old station forever. They are running there now as a matter of convenience
during the war.

3 I;Ir. Hanson (Skeena): What was spent on that Montreal station during
9437

Mr. VaucHAN: The net amount spent on the terminal in 1943 was $258,454.

Mr. Hansox (Skeena): What was the total up to 1943?

Mr. VaveHAN: Do you want to get the total right from the beginning
including all the property?

Mr. HansoN (Skeena): Yes, we had it last year.

Mr. VaveaAN: The total amount spent to the end of 1943 was $27,518,000.
X 1>?/Ir. HansoN (Skeena): What is your estimate as to any further expend-
iture

Mr. VaucgaaN: We have an amount next year in the budget of $313,000.
That is all we expect to spend in 1944. What we will do in the future we are
unable to say now.

Mr. Hansox (Skeena): There is no suggestion of any further construction
in the future yet?

Mr. VaveHAN: Not at the moment, no. v

Mr. McCurrocu: I see you have made a good move in so far as drawin
rooms and berths are concerned. You cannot order a berth now two weeks ahead
and have it held. You have got to pay for it within twenty-four hours?

Mr. VAUGHAN: Yes.

Mr. McCuLrocH: I think that is a splendid move.

Mr. Roesuck: It would be a better move if they would sell reserved seats
on the traing running out of Ottawa on Friday afternoon.

Mr. DonNELLY: Is it your intention to bring the line that runs from eastern
8t. Catharine out to Chicoutimi into the main station some time?

Mr. Vaveuan: It is referred to in this report, as the Bout de I'Ile line.
That will bring trains from Quebec, Shawinigan Falls, Grand Mere, Chicoutimi,
Arvida, Noranda and all that territory into the new station.

Hon. Mr. MicaAaup: And the transcontinental as well.

Mr. DurocaEr: How does that question stand now as to this new line?
Are there any new developments?

Mr. Vauveaan: We have let the contract and we are starting on it.
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Mr. DurocHER: The contract has been let?
Mr. VAUGHAN: Yes.

Mr. DurocHER: Are there any arrangements made with city of Montreal
with reference to the level crossings and everything else?

Hon. Mr. Micuaup: The city of Montreal has approved of the plans.

Mr. VaveHAN: It has been approved by all the interests concerned.

Mr. DurocHEr: Except some individuals.

Mr. HansoN (Skeena): What is the estimate in connection with this Steep
Rock development as to the construction of that road? How many miles does
it cover?

Mr. VaveHAN: The government is assuming the expense of the cost of
that siding and the cost of the ore dock. The estimated cost of the whole thing,
the siding—that is the spur from our line into their mine—plus the cost of
building the dock at Port Arthur, was about $2,500,000.

Mr. Hansonx (Skeena): What is the distance of the road?

Mr. Warton: About four miles. .

Mr. VaveHAN: It is between four and five miles. The cost of the spur
itself will probably be in the neighbourhood of $400,000.

Mr. HansoN (Skeena): Has that contract commenced?

Mr. VavceEAN: The work has not actually commenced. The contractor is
getting his plant ready. The contract was let some time ago. As soon as the
weather permits he will get busy on it.

Mr. Jackman: Track laying costs a great deal of money from what you
have said about the cost of the spur at Steep Rock, and I notice also fourteen
miles in Montreal, is it?

Mr. VaugHAN: Yes.

Mr. JacEmAN: $2,870,000; that is $205,000 per mile.

Mr. VaveuaN: There are a lot of crossings there, a lot of subways and
crossings.

" Mr. DonnNELLY: A lot of the cost at Steep Rock will be absorbed in the
pier, will it not?

Mr. Vaveaan: There will be over $2,000,000 of the $2,500,000 absorbed
in the cost of the pier and the approaches.

Mr. Jackman: The railway company is not under any obligations at all in
connection with Steep Rock? It is entirely a government matter, is it?

Mr. VavcHAN: Exactly.

Mr. DonNELLY: Are they producing ore at Steep Rock now?

Mr. Vaveuan: They do not expect to be producing ore until August. They
alssure us they will ship at least 500,000 tons of ore this fall before navigation
closes.

Mr. Jackman: What is the ordinary cost of laying a mile of track where
you have not got unusual difficulties or expense?

Mr. YA'UGHAN: It depends entirely on the terrain. If you are building
on the prairie your cost is very much less than if you are building through rock.
Then you have a very expensive proposition. It is impossible to lay down a

_cost for a given mile of track without knowing the territory where the track is
going to be laid.

Mr. Warron: There is considerable rock work at Steep Rock?

Mr. VavenaN: There is a lot of rock work, a great deal of blasting.

Mr. Jackmax: It works out at about how much a mile, roughly?
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Mr. VaveuaN: I think the actual contract worked out somewhere around
$75,000 a mile.

Mr. Jackman: That is for a double track?

Mr. Warron: No, a single track line. I do not think I have the figure
here for the spur.

Mr. VavguaN: We called for competitive tenders on that work, and there
was a big difference in the tenders. The contract was let to the lowest
tenderer who is a responsible man.

Mr. HansoN (Skeena): I think, Mr. Chairman, that for future reference
we should have the suggestions by the railway as to the post-war period. It is
neither adopted or accepted but I think for future committees I should like to
see that incorporated in our minutes. We have other committees where there
are suggestions from chambers of commerce, suggestions from farmers’ institutes
incorporated in the minutes. I cannot see why we should not have the sugges-
tion from the C.N.R. incorporated in our minutes.

Mr. Vaveuan: I think that was arranged to be done.

The CramrMAN: I did not get what Mr. Hanson said.

Mr. VaveaAN: That is the report we gave to the Turgeon committee which

we had here this afternoon. Mr. Hanson suggests that it be incorporated in
the minutes of this meeting.

Hon. Mr. Micuaup: If you want to have it incorporated in the minutes
someone should make a suggestion or a motion.
The CramrMaN: It is being printed and distributed to the members.

~ Mr. Hanson (Skeena): 1 know, but you have so many of these publications
In different committees I think it would be better if we had it in our minutes.

The CrAlRMAN: Then move that if you want it in the minutes.

Mr. HansoxN (Skeena): If I am in order I move that be incorporated in
our minutes.

The CuarrMaN: All in favour? v

Mr. Jackman: Mr. Chairman, before we take a vote on it I am entirely in
sympathy with what Mr. Hanson says in regard to having it available, but after
all T think we either have it or can get it very readily in the minutes of the
Social Security or Reconstruction and Rehabilitation Committees. I think this

committee should have some respeet for the paper shortage and general economy.
How many pages is the document? It is quite a large one, is it not?

Mr. Hanson (Skeena): All we are printing is 700 copies.
Mr. Jackman: You have got a copy already.
Mr. McCurrocr: We could take one and put it right in our book.

The CuairmMan: They say it is abount fifty pages. It would be quite an
expense. :

Mr. DonNELLY: Yes. It is quite a big affair.

Hon."Mr. Micuaup: It is twenty-three pages.

Mr. McCurrLocH: Each member could get a copy and put is in his report.
Hon. Mr. Micaaup: Yes. Each member could get a copy.

The Cuamrman: Will somebody move that?

Hon. Mr. Mrcaaup: It is No. 25 of the minutes of proceedings and evidence
of the reconstruction and re-establishment special ecommittee. :
Mr. DonNeLLY: I would not have it five years from now, anyway.

. The Cuamrman: Gentlemen, the clerk says that, if it will satisfy the com-
mittee, he will get each member one of these booklets right away. That would
perhaps obviate a good deal of expense.
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Mr. DoNNELLY: Yes.

The CuAamMAN: Otherwise I will put Mr. Hanson’s motion. I do not
think we need to conflict on the motion. What is your wish, gentlemen? Do
you wish that we get this booklet or do you wish that we have it printed?

Mr. Jackman: The booklet.

Mr. DoNNELLY: Yes.

The CmamrMAN: 'All in favour of obtaining the booklet? Against? I am
afraid the booklet has the day. You will get copies of it for the committee?

The CrErg: Yes. .

Mr. Jackman: Where are you, Mr. Chairman?

The CuamrMAN: Just deliberating on this report; a free for all deliberation.
Mr. Donnelly, will you kindly take the chair? (Mr. Donnelly, the vice-chairman,
took the chair).

Mr. JackmAN: In connection with the post war period, Mr. Vaughan, what
provision have you made for reinstating your own men who have enlisted or
been called up? Have they been promised their jobs back?

Mr. VavcuaN: Yes. They have been promised that when they come home
they will be given equally as good a job as they had when they left.

Mr. Jackman: If they can handle it?

Mr. VavcHAN: Yes.

Mr. Jackman: What do you do in regard to any deficiency between the pay
they receive in the armed services and the pay they were formerly getting with
the railway?

Mr. Vaveuan: We do not do anything there, but we protect their pension
rights; during the period they are away their pension is still aceruing on the basis
of their salary when they left.

I\;Ir. McCurrocea: How many men have left your employ to go into the
army

Mr. VavcaAN: I would say we have probably not far off 20,000 in the
armed forces.

Mr. RoeBuck: That is a big loss.

Mr. McCurrocH: Yes.

Mr. Emmerson: Mr. Vaughan, may I ask how long a man is required to
be in service with the railway before he becomes permanent and can claim, by
his employment there, for reinstatement after the war?

Mr. VaucHAN: Are you referring to the service men?

enlist.

Mr. Vaveuan: If he is in the service a year, I think.

Mr. Wavron: Of course, seniority has to govern.

Mr. EmMERsoN: Quite so.

Mr. Wavron: Because a man enlisted, it does not guarantee him a job
unless there is a job for him. He would not have preference over some one
senior to him for a job.

Mr. Emmerson: No. Take, for instance, the case of an apprentice who has
served six months of his apprenticeship or a year of his apprenticeship. With
that six months service as an apprentice, will he be entitled to employment
when he returns, to complete that apprenticeship?

. Mr. Wanron: Yes. There is an added provision that if he is in work
which is comparable to his apprentice job, he gets an allowance so far as
completing his apprenticeship is concerned toward that time. For instance,

Mr. EmMEeRsoN: Yes, the men who are in the service, those who left to

e
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we have a number of men who were machinists, apprenticed to the machinist
trade, and who went with the navy possibly as artificers, right in work parallel
with what they were following. Such a man is allowed time towards the com-
pletion of his apprenticeship.

Mr. EmMmerson: He is not allowed all that time, but he is allowed some of it.

Mr. WaLton: There is a proportion—I think up to the last year—that he
has to serve after he returns.

Mr. EmmersoN: We will take it he still keeps his place on the seniority list?
Mr. Wavrron: Yes.
Mr. Emmerson: If he has only had six months.

Mr. Wavron: His relative position with the other men on the list remains
the same while he is away.

The Vice-CHARMAN: Gentlemen, if you are through asking questions, shall
we go on with this report?

Mr. Jackman: Who determines the seniority, the company or the union, and
have you a collective bargaining agreement with all the brotherhoods?

Mr. Warton: Oh, yes.

Mr. VaveaaN: We have collective bargaining with I do not remember how
many unions—a score or more, maybe. The seniority is determined by the
company in co-operation with the union.

Mr. JAckMAN: A man is not losing any accruing seniority as he serves in
the forces?

Mr. VauvcHAN: No.

Mr. Jackman: He is gaining there.

Mr. VaveHAN: Yes.

Mr. Jackman: All right.

The Vice-Cramrman: Shall we go on to page 16?

Mr. VaueHAN: Page 16 is the consolidated balance sheet.

Mr. Nicmorsox: Before you leave this other report, I wonder if Mr.
Vaughan would make some statement as to the arrangement between the C.N.R.
and the Hudson Bay Railway? The Hudson Bay Railway is not covered in this
report.

Mr. VaugHAN: No. We operate the Hudson Bay Railway for the account
of the Dominion Government. They get all the révenue and pay all the expenses
of the Hudson Bay Railway.

Mr. Nicuorson: You do not show anything about it.
Mr. VaveHAN: Tt is taken out of our accounts.

Mr. NicHorson: What would be the procedure to have it taken over as
part of the Canadian National Railways?

Mr. Jackmax: Overcome the objection unanimously.

Hon. Mr. Micaaup: A bill forced upon the house.

Mr. VaveaaN: We would object to putting it in our aceounts.

Mr. Jackman: Do you.get a management fee or how do you operate this
other company?

Mr. VaveaAN: Do you recall, Mr. Cooper?

Mr. Cooper: It is on an out-of-pocket cost basis.

Mr. Jackman: Out-of-pocket cost basis?

Mzr. Coorer: Yes; no management fee.

Mr. Nicaorson: What is the objection to having it as part of the C.N.R.
system, providing you have not the capital debt structure?
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Mr. MayBaNK: At the present moment it would be like some of these
maritime roads that the maritimers were telling us about.

Mr. Vaveaan: We think we have enough of those.

Mr. MayBaNK: Lame ducks.

Mr. Vaveaan: We think we have enough of those lines in our system now
that cannot make ends meet, and we do not want any more if we can help it.

Mr. RoeBuck: Their need is a little more traffic.

Mr. Nicuorsox: You are taking the responsibility for operating this?

Mr. VaucHAN: Yes. . :

Mr. NicuoLson: The reason I raised the question was that I travelled on
the line last summer when there were some 70 Americans travelling from the
north, and they were all highly trained men who were anxious to get back home
as quickly as possible. The staff on the Hudson Bay road co-operated very well
in getting them there quickly, but there was a hold-up in The Pas as the result
of failure to have the Hudson Bay Terminal make the necessary arrangements
with the Dauphin end of it, to have them get out of The Pas as quickly as
possible. It occurred to me that if the whole system were under one management
there would be advantages to the travelling public.

Mr. VaveHAN: The manager of the Hudson Bay line is really under the
jurisdiction of our vice-president in Winnipeg as far as the operation of the line
is concerned.

Mr. Nicaorson: He runs his own show pretty much, though?

Mr. VavcHaN: He reports to the vice-president of the Canadian National
Railways in Winnipeg. He is under his jurisdiction. There should not be any
difficulty of that kind though. There were quite a large number of people going
in and out of Churchill, as you know, last year, and sometimes there was not
the equipment available to handle them and take them all out when they wanted
to go out.

Mr. NicuoLsox: These men were forced to stay over in The Pas, which
could have been avoided, I think, if there had been co-operation between the
two railways. 5

Mr. Wavron: Were they moving by special train?

Mr. Nicuorson: They were on a mixed train coming down, and there was
an extra going out of The Pas that very morning, that the Hudson Bay staff was
trying to move them out on.

Mr. Warron: Do you know their ultimate destination?

Mr. NicHoLson: They were going to the States.

Mr. Warron: Then possibly they would not have reached their destinationp
any more quickly.

Mr. Nicuorson: If they had caught that extra at Kamsack, they would
have got into Winnipeg in the morning and cleared -with the immigration people
that day, rather than getting in at night and staying over an extra twenty-four
hours. It would have saved them twenty-four hours in Winnipeg.

Mr. Vaveuan: I suppose they were contractors’ men, were they?

Mr. NicHoLsoN: Yes.

The Vice CramrmaN: Shall we go on with this report now?

Mr. JackmAN: Mr. Vaughan, on page 8, you mention that “the cost of living

bonus paid on Canadian lines amounted to $18,918,000. Of this sum $16,396,000
was charged to operating expenses.”

Mr. VaucHAN: Yes.
Mr. JackmaN: Why not the balance?
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Mr. Cooper: The cost of living bonus is distributed in the same way that
the payroll is distributed. If the men are engaged on construction work their
wages and cost of living bonus would be charged to investment account. Some
of it would be charged to hotels, some to subsidiary companies. That is the
reason for the difference between the total cost of living bonus and the amount
charged to expenses. I can tell you how much was charged to the different
accounts, if you wish it.

Mr. JackmAN: Oh, no. That is all right. I just wanted to know the principle;
that is all. In the next paragraph down you say, “The loss in connection with
railway properties retired and not replaced was also charged to operating
expenses. In previous years this loss was charged to profit and loss account.”
That is a change in your depreciation policy this year over the other years? #

Mr. Coorer: It is a change in accounting practice, yes.

Mr. Emmerson: What page is that?

Mir. JackmaN: It is on page 8, just ahead of the chart.

Mr. Cooper: It is in line with the change made in the accounting regula-
tions of the Interstate Commerce Commission.

Mr. JackmaN: Was that a very substantial amount that you charged there

. to operations during the year instead of to the accumulative profit and loss

account? r

Mr. CoopEr: You will see the item on page 19 under the heading of “main-
tenance of way and structures,” about halfway down or a little more than half-
way down. We have an item there, “road property—retirements, $2,286,000.”
There was no corresponding figure last year.

Mr. Jackman: Yes, I see. The effect of the change was to increase, or rather
to decrease the net or surplus by that amount each year?

Mr. Coorer: No. It does not have any effect on the surplus. It decreased
the operating results, but it did not change the net income result. It simply
moved from the profit and loss account into the operating expense account.

Mr. JackmaN: In place of charging $2,000,000 against your accumulative
profit and loss account?

Mr. Cooper: Not the accumulative profit and loss aceount; the year’s profits.
Mr. JackmaN: It all comes out of the yearly account?

Mr. Cooper: That is right. We have no accumulative deficit or surplus.

Mr. JackmaN: No. You give it to the government.

Mr. Cooper: That is right.

Mr. Jackman: Mr. Hanson had some questions he was asking about these
pensions. You have not gone into the reason for setting up this fund of
$19,069,000. That is on page 9 and 10. Was there an obligation owing by the
company which had not been reserved for?

Mr. Cooper: That is exactly the situation, Mr. Jackman. As we say in
our previous reports, we had to cover the situation by the notation under the
contingent liabilities; we stated that we had a number of pension contracts
oustanding and we gave the capital value of those contracts; but they were
not set up as direct liabilities in the balance sheet, but in 1943 we removed
them from the category of contingent liabilities and recognized them as direct
liabilities.

Mr. Maysank: From now on you figure on putting into that trust fund an
appropriate amount of money each year to keep it up?

Mr. CoorEr: Yes.
Mr. MayBaNk: Is this the whole of pension liability or only a part of it?
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Mr. VaucHAN: That is those who have already been retired; that sets up
a capital fund to take care of all the pension contracts that have been issued
to date.

Mr. Maysank: Oh yes.

Mr. Cooper: I might add to that that the $19,000,000 represents the con-
tracts effective up to the end of 1942. The additional contracts issued during
1943 were charged as 1943 operating expenses. The total amount of the con-
tracts issued up to the end of 1943 is in the neighbourhood of $21,000,000 of
which $19,000,000 relates to the period prior to 1943; so that we set that up as
a special item separate from the normal expenses of the year, but the proportion
applicable to the year 1943 has been treated as an expense of 1943.

Mr. MayBaNk: Yes, so that you are therefore up-to-date with the outstand-
ing contracts?

Mr. Cooper: Yes sir.

Mr. MayBank: You do not figure on putting up a dollar for John Doe’s
dollar year by year as it is deducted from him? You have never gone into that?

Mr. Coorer: I do not believe we can hope to reach that degree of per-
fection.

Mr. MayBank: The way you handle it then is that when John Doe does
retire there is a certain amount of money that should be appropriated to his
" pension contract and you pay that each year, you set that up then, is that the
method?

Mr. Coorer: That is our intention.

Mr. MAYBANK: Yes.

Mr. Cooprer: There are many things which can happen to a man who is in
the service before he reaches the position where he goes on pension, or the time
when he receives a pension contract, but we have reached this stage that when
he reaches the retirement age and he receives a contract we set up the
liability under that contract.

Mr. Jackman: All liabilities on existing contracts have been set up now
and you are on a yearly accrual basis.

Mr. VaveHAN: Except, I think I should say this, for our main pension
scheme we have it set up, but we have two other pension schemes; the I.C.R.
Provident scheme and the Grand Trunk Pension scheme. We do not issue
contracts there. They are independent pension systems closed many years
ago but there are still some who have memberships in those funds.

Mr. MayBaNk: You mean that there are still some working?

Mr. VaveaaN: For instance, the old Grand Trunk superannuation fund
closed I suppose 35 years ago but it still has 77 members of that fund on the
railway who have not retired yet. They have their own funds which were set
up by themselves.

Mr. MayBaNK: Are there also some who are still drawing pensions?

Mr. Vaveaax: Oh, yes, quite a number. \

Mr. Mayeank: I mean, there are still some alive who have retired?

Mr. Vaveuan: Yes. .

Mr. Emumerson: Have you a number of men still on the Intercolonial
provident fund?

Mr. Vaveaan: T do not know the number. We could get that for you, Mr.
Emmerson. I think we have a number of pensioners but I do not think we
have the number in the fund.

Mr. Coorer: The number of pensioners at the end of the year was 2,209.
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Mr. Emmerson: I was wondering about those eligible who would be
drawing pensions from the provident fund.

Mr. VaveHAN: We haven’t got that here; what you want to know is the
number still in the service who are entitled to pensions in that fund when they
3 ® reach retiring age?

4 Mr. EmMERsoN: Yes. .

Mr. VaveeEAN: There would be approximately 8,000.

g Mr. EmMersox: That is near enough for me.

) Mr. JackMmAN: Actuarially there is still some liability if you were to com-
pute everything on the basis of the claims which are likely to come through;
there is some liability still remaining on the part of the railway company in
regard to pensions for which funds have not yet been set up? I think the
step taken last year is entirely in the right direction, and I hope that ‘if there
are more- liabilities there you will be able to fix it up this year.

Mr. VaveHAN: We are hoping that the Grand Trunk will have enough
money in their own fund to take care of their pensioners and that those under
‘the provident fund will not have to be taken care of by the Canadian National
Railways.

Mr. Jackman: Is there an actuarial liability; supposing a private company
were to assume this would you have to give them quite a bit of money to take
over the additional contracts?

Mr. Coorer: If you accept that as a definite liability, yes, I would say so.

Mr. JackMman: It is actually a liability?

Mr. CoorEr: Yes.

Mr. Jackman: Big or small?

) Mr. Coorer: I would think it would be a substantial sum.
i Mr. Jackman: In the nature of $19,000,000?

B + Mr. Coorer: I would not like to guess at that, Mr. Jackman. What we
% are doing is, as stated in the report, that in respect to the non-contractual funds
~we are meeting the pension costs year by year by charges to expenses. What
we have dealt with are the contracts, the full numbers of contracts issued
by the company. With respect to the others we are absorbing the expense of
the pensions assumable by the company year by year as it is incurred.

Mr. Jackman: Would you not prefer to have a fund set up to take care
of that, the same as you have done here?

Mr. VaucHAN: Those funds are in an entirely different position from our
main fund. They are old funds that were created a long time ago and were
closed some time ago.”

Mr. Cooprer: The situation in the United States is different. Over there
the various railroads are under what is called the United States Railway Re-
: tirement Act. In the United States the railways—to begin with the employees—
; each employee pays a percentage of his wages into this government fund. At
the present time it is 3% per cent of his wages, up to $300 a month. That is
paid into this government fund. The company puts in an equal amount. Each
railway company puts in an equal amount. Out of the United States Railway
Retirements Fund the pensioner will receive his pension when he reaches pension
status. The railway companies having paid 3% per cent of the payroll are
i through. They have no other liability unless they wish to go beyond the
amount of the pension which the government scheme allows to the individual.
This government pension limited to $120 a month. If some of the railways
feel that they should do better than that, that is entirely voluntary on their
part. Generally, having paid the 3% per cent of the payroll the railways have
acquitted themselves of all pension liability. ;
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Mr. Jackman: Of course, you have to comply with that as far as your
American employees are concerned?

Mr. CooPER: Yes.

Mr. MayBank: I suppose under that scheme an employee carries his pen-,
sion rights from one railroad to another?

Mr. CoorEr: Yes, that is one of the differences between their scheme
and ours.

Mr. MayBaNK: And generally creates a better feeling?

Mr. Cooper: Yes, although sometimes it works in the reverse direction;
it does not tend to hold the employee to a particular railway.

Mr. MAaYBANK: No.

Mr. Cooper: But generally speaking one of the original purposes of a
pension fund was to encourage long service with the particular railway to
which the man belonged. |

Mr. MayBaNk: From one standpoint that would make him less scared
of his boss while from the other it would tend to make him less loyal to the
road; according to who happens to make the statement.

Mr. RoeBuck: But it keeps him loval to the railways in general.

Mr. Nicuorson: I would like to ask a question of Mr. Vaughan. Can he
tell us how many employees of the railway are serving with the railway corps?

Mr. VavcHAN: I could not tell you how many are serving with the rail-
way corps as distinct from the army as a whole. We haven’t got those figures.

Mr. Jackman: Mr. Chairman, I would like to refer to the bottom of
page 11, the paragraph next to the bottom: “measures taken during the year
for the more complete consolidation of the corporate structure of the system
included (a) the acquisition of control through ownership of the capital stock
.of the Atlantic and St. Lawrence Railroad Company”—and so on. That refers
to the steps which were taken to acquire the minority interest in those lines?

Mr. VauvcuaN: That is so.

Mr. Cooper: Mr. Harris, of this committee, rather strongly urged that
we take steps to get rid of the minority shareholders in some of the system
corporations, and this reports what we have accomplished.

Mr. Harris: A little louder, please; Mr. Chairman, we cannot hear what
Mr. Cooper is saying.

Mr. Coorer: I just made the statement that last year you had been urging
the railroad to take steps to divest the minority shareholders of some of our
subsidiary companies of their equities in the Canadian National system in view
of the fact that the companies generally were deficit companies; and this
paragraph refers to what has been accomplished during the year 1943 in that
direction.

Mr. JackmAN: Just in connection with that Vietory Loan campaign; I
don’t suppose you feel that it is encumbent upon you as a company to
subseribe to the loan, as a corporation?

~ Mr. Vaugaan: We did subseribe very substantially out of the special funds
which we had available. We refer to it on page 13 of our report.

Mr. Jackman: Not the corporation itself, you would not think it a part
of your business? l

Mr. VavGHAN: Yes, it is right there, we subseribed from company funds the
substantial sum of $29,000,000. -

‘ ’Mr. JackmAN: Yes. Other companies have to subseribe in addition; you
don’t have to do that. Most companies have to subscribe whether they want to
or not. You don’t have to do that.
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Mr. VaveHAN: We had this money available and it seemed the proper place
to put it.
Mr. JackmAN: Yes, for trustee funds.

Mr. McCurrocH: And you have taken $8,000,000 additional in that No. 5
Victory Loan?

Mr. VavcHAN: Yes, we have since the close of the campaign.
Mr. Harris: Perhaps the witness would tell us the cost of the acquisition of

the control and ownership of these subsidiary companies; just what they had
to do in getting that, what did it cost them?

Mr. VavgHAN: Mr. Cooper, our Comptroller, is here and he can give you
all the details of that.

Mr. Cooper: The acquisition of the Atlantic and St. Lawrence Railroad
Company began through the repatriation of securities in the United Kingdom.

Mr. Harris: Were those securities listed on the market or were they just off
the market?

Mr. Coorer: They were on the market almost entirely.
Mr. Harris: What were they quoted at?
Mr. Cooper: Pardon?

Mr. Harris: Have you got what they were quoted at at the time you took
them over?

Mr. Cooprer: Yes they were—I do not see the figure—it was about £63 per
hundred. At any rate they were vested at the market price as of the date of the
vesting order becoming effective.

Mr. Harris: Are they entirely bought up now or are there any outstanding
shares on the market?

’ é\/Ir. Coorer: No. There are about 600 shares which have not yet been -
ound.

Mr. Harris: Where does that appear on the financial statement?

Mr. Cooper: On page 26 the list of the companies comprising the Canadian
National system number three on the list.

Mr. Harris: $246,5407

Mr. Cooprer: Worth of stock, yes.

Mr. Harris: Is that still owned by the public?

Mr. Coorer: Yes, a few shares have been acquired since the end of the
year.

Mr. Harris: What was the method of buying in these shares, if and when
offered? . ,

Mr. Cooper: We have made an offer to all the holders in the Sterling area-
to acquire their shares at the vesting price.

Mr. Harris: I hope you hold rigidly to the vesting price.

Mr. Cooper: We have not changed the purchase price through the Sterling
area. -

Mr. Hagrris: They should have taken that price at the time rather than
take the enhanced price which might be in the shares now that you have made
such a good showing during the current year; it is a matter of a quarter of a
million dollars there is it not?

Mr. Cooper: I might say that from the date of the vesting order these
shares have been divested of any income which might have been attached to
them so that there is every inducement to the present holders to turn them in
for cash. We are ready to give them the vesting price as soon as they can pro-
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duce their shares. But I think it is recognized that under conditions in the
United Kingdom to-day with so many people being in the forces and so much
disturbance in London and everything that these securities are very difficult to

locate. :
Mr. Harris: Yes.

Mr. Cooper: I do not think there is any doubt—

Mr. Harris: How many years is it since they were first issued?

Mr. Coorer: They were issued about 1853.

Mr. Harris: That is eighty years ago.

Mr. Cooper: That is ninety years ago.

Mr. Hagris: Mr. Chairman, if I am in order may I ask a question with
respect to the Canadian Northern Quebec Railway owned by the public who own
about one-third of the capital stock issue; what is being done about that?

Mr. Vaveuan: We are negotiating in connection with the stock of these
companies now, and we hope to complete arrangements before very long.

Mr. Harris: At what price?

"Mr. VavcaAN: We do not expect to pay anything.

Mr. Hagris: How is the price $3,849,200 arrived at and set up in your
balance sheet?

Mr. Cooper: That is par value.

Mr. Harris: That is the cost price to those who hold stock.

Mr. Cooper: Oh, I do not think so.

Mr. Harris: Have you the cost price to those who presently own the stock?

Mr. Coorer: No, I could not answer that.

Mr. Harris: What is the origin of the Canadian Northern Quebec Railway
outstanding share? You had to have the railway, I imagine; and you found
these shares outstanding, owned by the public, did you?

Mr. CoopEr: Yes.

Mr. Harris: And you put them on the record at par values?

Mr. Coorer: Yes.

Mr. Harris: Do your records show what they were worth at the time you
put them on your inventory or on your balance sheet?

Mr. CoopeEr: Any company in which we had a majority control we
treated as a system company and we have taken the assets and liabilities of such
companies bodily into our consolidated balance sheet, and the outstanding shares
which were in the hands of the public have become system stock liabilities at
their par value.

Mr. Harrrs: At their par value; that is your determination; but when was
the $3,849,200 taken on? When was the whole $9,500,000 taken on?

Mr. Cooper: I could not answer that from memory.

Mr. Harrrs: 1923?

Mr. Coorer: They were taken into the consolidated balance sheet of the
Canadian National system in 1923.

Mr. Harris: What I am getting at is this: when they were taken in it is
more than probable that they were certainly not worth $9,500,000?

Mr. Cooper: I doubt whether they were ever worth their par value.

Mr. Harris: When they were taken in no railway stocks anywhere in North

Ameriqa were worth par value. You have not got the date when they were
taken in?

Mr. Cooper: No.
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Mr. VaucaAN: I think they acquired those stocks between thirty and forty
years ago.

Mr. Cooper: In any event, it is customary to take up the capital stock as
far as the issuing company is concerned at its par value.

Mr. Harris: That is customary from a controller’s standpoint for a book-
keeping system; it is customary for a bookkeeper to take it on; and after all
it is worth a certain value. Someone, apart from the controller, the book-
keeper and the auditor, had some idea of the actual value of the stock?

-, Mr. Cooper: Our information is that the stocks are worthless. I do not
think we would pay anything for those stocks today.

Mr. Harris: What are you going to do with this $3,849,000? Are you going
to pay that out?

Mr. CoorEr: As the president said, there are some negotiations pending
and my own view is that the less we say about it the better.

(Discussion off the record)

Mr. Harris: Perhaps you will tell us something about the transfers of the
New England Elevator Company and the Grand Trunk Western Railroad Com-
pany, and the Cincinnati, Saginaw and Mackinaw Railroad Company, and tell us
at the same time where they appear on this balance sheet; and while the witness
is making his deposition he might say something which is rather important to
those of us who hail from the vanishing city of Toronto with regard to the
Toronto Belt Line Railway Company. :

Mr. Cooper: With the permission of the committee I would like to read this
memorandum:—

“With reference to the Toronto Belt Line Railway Company, the
Toronto Belt Line Railway Company owned a short belt line railway
in the city of Toronto some portions of which were operated as industrial
trackage and some portions of which have been abandoned—

FL Mr. Harris: May I interrupt you there? It is not a short line but a very
~ long line. It encircled the whole city of Toronto originally.
Mr. Cooper: I do not think so; it just ran up the eastern side of the city.
Mr. Harris: It originally dated back to 1888 and it was about forty miles
long. When it was originated it skirted the whole city of Toronto.

Mr. VauGHAN: It went to the north of the City across Yonge street and
towards Rosedale.

Mr. Hargis: I am sorry for interrupting, go ahead.

Mr. CoopEr: “ . . . its capital stock was $50,000 of which $33,400 was
owned by the Canadian National and $16,600 was owned by minority interests
the owners of which were not known. It had issued $462,500 of 4 per cent
bonds which matured in 1931, all of which were owned by the Canadian National
Railway Company:”

i Mr. Hagrris: What was the term of those bonds—how many years?

Mr. Coorer: I believe they were about forty year bonds.

Mr. Harris: Maturing at 1931; which would bring it to 1891.

Mr. Cooprer: All those bonds were owned by the Canadian National Rail-
way Company. On the other hand, the Canadian National owed the Belt Line
Company $52,453 representing the ledger value of property retired, making
& net indebtedness of the Belt Line to the Canadian National Railway of

$410,047. In order to dispose of the minority interest the properties of the
47794
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Belt Line Company have been sold to the Canadian National Railway for
$410,047 which amount discharges the debt of the Belt Line Company to the
Canadian National.

So it leaves the company with no assets and therefore the minority shares
have nothing behind them. They have disappeared as far as we are concerned.
That is how we are getting rid of these minority shares.

Mr. JackmanN: You own the physical right of way?

Mr. Coorer: We got the physical assets for the amount of their debt to
the Canadian National.

Mr. Jackman: What are you going to do with the right of way—anything
at all?

Mr. Cooper: The portion which is in use as industrial trackage is to be
operated.

Mr. JackMAN: You have taken up most of the tracks. Was there not an
operating condition in the original charter whereby you have to run one train
over the tracks at least every so often?

Mr. Cooprer: I could not tell you that.

Mr. VavcaAN: It is a great many years since a regular train was run over

those tracks.

Mr. Harris: I would like to take a moment of the committee’s time to
place this observation on record, and it takes us back to 1891. As many of the
older members of the committee will know 1891 to 1896 were very very bad days
in Canada; in fact during that period the black flag was raised even in the city
of Toronto, and this particular project was advanced at that time through pro-
perty which was not very valuable at that time. Since then, Mr. Chairman,—
I am putting this on the record for the purpose of advising the Canadian
National system that this property is worth real money now—since then, and
particularly in the last decade, the property transversed by this Belt Line rail-
way, the ownership of which is now vested with the Canadian National, has
become very very valuable. For example, it transverses property known as
Forest Hill Village, the Don Ravine, Moore Park and areas to the west of
Toronto which have become very very valuable suburban property—worth many
many dollars. If the Canadian National Railway has ownership in a property
owned by the old original Toronto Belt Line I would say to the Canadian National
Company that the asset is of real value, apart from the fact that presently in
certain portions it is serving as sidings to some industrial units—not many—
and more particularly the fact that it is very valuable from a residental stand-
point; and I am satisfied that if the right of way department are meticulous in
handling their equities in this belt line they will not only be able to salvage
some of the wreck but they will be able to make some real money for the benefit
of the Canadian National Railways. I hope that now that things are booming
in the areas which this old original belt line transverses that your right of way
department will take advantage of the present situation and dispose of that
property as quickly as they possibly ean to the benefit of the Canadian National
Railways.

Mr. VaveaAN: Unfortunately we own very little property on either side
of the right of way.

Mr. Harris: You own the right of way.

Mr. VaveHAN: Yes, we own the right of way.

Mr. Hagrris:  The right of way is not in use, it is not in operation, and
properties on either side of it are selling for very high values. Many areas coul
be built on, so sell it and make some money out of it and turn it in to the
railway company.

Mr. VaveaaN: We will get the most out of it that we can.

T I L R PR
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Mr. NicronsoN: In connection with this paragraph with regard to the
post war period on page 14—

Mr. Jackman: There were some questions which Mr. Harris asked about
other companies in the United States—about the New England Elevator.

Mr. VaveHAN: I think Mr. Cooper said the practice had been exactly the
same in all cases.

Mr. Harris: Before we are through could we get an answer to the matter
of the New England Elevator Company and the Portland Elevator Company
and the Cincinnati matter?

Mr. VaveaAN: Yes, we will give you a report on it.

Mr. Coorer: The two elevator companies owned elevators in Portland,
Maine, which, of course, is served by the Atlantic and St. Lawrence Rallroad
Company When we had acquired ownership and control of the Atlantic and St.
Lawrence corporation, in order to, consolidate the various corporate entities
we caused the New England Elevator Company and the Portland Elevator
Company to sell their assets to the Atlantic and St. Lawrence at the amount at
which the properties stood on their books. It is entirely a matter of consolidat-
ing three separate companies into one company, the Atlantic and St. Lawrence
Railway, with the idea that our whole interest on the line from Island Pond
to Portland shall be in the name of the one corporation.

Mr. Harris: Perhaps we should have a short statement on the Irondale,
Bancroft and Ottawa situation. What number does that bear?

Mr. CoopEr: It has disappeared now, Mr. Harris. The Irondale, Baneroft
and Ottawa Railway Company owned the railway from York River to Howland,
Ontario, a distance of fifty-one miles. Its issued capital stock was $53,500 of
which $53,000 was owned by the Canadian National and $500 by minority
interests. Its outstanding 5 per cent mortgage bonds of $450,000, which
matured January 1, 1935, were all owned by the Canadian National. The
IB. & O. was also indebted to the Canadian National for $55,725 for improve-
ments. In order to dispose of the minority interests it was decided to sell the
property to the Canadian National Railway Company for $505,725, sufficient to
discharge the indebtedness of the I.B. & O. to the Canadian National. Just as
in the case of the Toronto Belt Company we transferred to the Canadian National
the physichal assets of the Irondale, Bancroft and Ottawa Company and left
that company without any assets so the minority shareholders have nothing
behind their shares and they have disappeared.

Mr. Harris: Is there much freight originating on the I.B. & O.?

M. VaueHAN: There is not very much.

Mr. Hagris: I thought there was some mining development up there?

Mr. VauvcHAN: There was a little of lumber.

Mr. Harris: Was there not some mining development, feldspar.

Mr. VaucHAN: There was feldspar up there but it did not amount to very
much. The traffic originates from small lumber mills.

Mr. Hagris: Are the black diamond mines not producing any freight?

Mr. VaveHAN: There-is practically no mining up there to-day. There is
some feldspar comes off the Central Ontario railway with which the LB. & O.
connects.

Mr. Nicuorson: I was going to ask about the section on the post-war
period. It has a rather pessimistic note in that second sentence which reads:

Tt would be unsafe to predict that the present high volume of traffic
will continue; competition will undoubtedly be accentuated.

4779—-4%
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Comparing that statement with some information contained in this brief to the
Reconstruction and Re-establishment committee on page 673 I hope that the
plans made by the railway call for an extraordinary eapital expenditure of around
$100,000,000 a year which would provide direct employment for 15,000,000 man
days which would work out at about work for 5,000 per year. Could the
president tell us how many you have presently engaged on war work which
will stop at the conclusion of the war?

Mr. VavcaaN: That is very difficult to say how many are engaged in war
work and how many engaged on ordinary work.

Mr. NicuoLsoN: In your munitions program?

Mr. VaveHAN: All I can say to you on that is that before the war we had
about 77,000 people employed and at the present time we have got about
101,000 people employed.

Mr. NicHoLsoN: And you have about 10,000 of your employees have have
been guaranteed their jobs when they come back?

Mr. VaucuaAN: More than that, nearly double that number.

Mr. NicuoLson: 20,000.

Mr. VaveuAN: Of course, they will replace a lot of men who have been
taken on since if we cannot give employment to all of them.

"Mr. NicuoLson: I gather from this brief as a railway you are not in a
position to make very extensive plans with a view to guaranteeing employment
for the million who are now in war industries and the 800,000 in the services?

- Your program is going to be determined on whether we are going to have this
$8,000,000,000 national income or not?

Mr. Vaveuan: I think a lot depends on national income. We will, of
course, have a substantial reserve put to one side for deferred maintenance and
other thmgs which will enable us to give employment to a substantial number
of men.

Mr. NicHoLsoN: But 5,000 a year would seem to be the maximum number?

Mr. Jackman: 50,000.

Mr. Nicuorson: Yes, that is right, 50,000 men, but that is on the assump-
tion you would have only $30,000,000 in self liquidated projects and $40,000,000
in desirable but economically marginal and $15,000,000 in desirable but not
productive. Roughly one-third of this 50,000 would be doing useful work on
the assumption you had an $8,000,000,000 income?

Mr. VaveHAN: We were asked what works the railway could undertake
which would be useful to the railway provided funds were available, and we
gave them the information to the best of our knowledge at that time. A lot
depends, of course, upon what funds are available and where they come from.
Undoutedly the rallways are one place where substantial sums of money could
be spent to good advantage because a railway is never finished. There is always
something a railway can do to improve its property to enable it to reduce its
operating expenses but which the railway might not do under normal conditions
because they could not afford to do it.

Mr. Rorsuck: Have you any lands still for settlement that are unused?

Mr. Vaveuan: Yes, we have quite a substantial acreage in the west stlll
available for settlement.

Mr. RoeBuck: Have you any idea how much?

Mr. VaveuaN: I do not think we have got it here but I can get it for you.
I think it is 700,000 or 800,000 acres.

Mr. Roeuck: That is not very much.
Mr. VauGHAN: A very small quantity compared with what the C.P.R. have.

Mr. RoeBuck: Is that within a reasonable distance of the railway?

e
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Mr. VaucHAN: Yes, a good deal of it is. Some of it is good and more of
it is not so good. We have a complete statement in our agriculture and land
department of every acre of land with its distance from the railway, its charac-
teristics, its suitability for certain classes of work.

The Vice-CramrmMAN: Gentlemen, shall we go on with this? Page 16,
Consolidated balance sheet.

Mr. Vaveuan: I think before we read the headings of these. The first
item is investments, a total of $1,991,618,000. The next is sinking funds,
$792,000. The third is deposits in lieu of mortgaged property sold, $4,576,345;
deferred maintenance fund, $22,000,000; investments in affiliated companies,
$38,000,000, other investments, $827,000; total investments of $2,059,220,000.
The total under current assets is $129,299,000; deferred assets, a total of
$37,361,320; unadjusted debits, $10,858,000, making a total of $2,236,740,108
on the assets side of the balance sheet.

On the liability side there are ‘stocks, $4,770,000; long-term debts, $744,-
000,000; Dominion of Canada, $554,000,000; current liabilities, $54,928,000;
deferred liabilities, $30.288,000; unadjusted credits, $116,129,000. The next
item is Dominion of Canada proprietor’s equity, a total of $732,295,000, a grand
total under liabilities, equalling assets, of $2,236,740,000. The certificates of
‘;hlel comptroller and of the government auditors, Messrs. Touche & Company,
ollow.

Mr. Jackman: Under investments, sinking funds composed of systems
securities at par and other assets at cost those are, I suppose, in accordance
with certain bond indentures, are they?

Mr. Cooper: Yes, there are two issues there, Mr. Jackman. Under the
issue of Canadian Northern 64 per cent bonds we are required to leave on
deposit with the trustees in New York $250,000, and they have the right or
duty to acquire bonds with this fund if the bonds should fall below par, but
there is not much chance of dominion guaranteed 64 per cent bonds falling
under par so that it is a fixed deposit with the trustees. The other item is in
connection with the St. John and Quebec debentures. The trust deed calls for
the payment into a sinking fund of a certain amount each year, and the amount
in that sinking fund to-day is $542,000:

Mr. JackMAN: And these St. John debentures are not guaranteed?

Mr. Cooper: No, they are not guaranteed.

Mr. JackMmAN: As to deferred maintenance fund was there a special item
covering that in the operating statement?

Mr. Coorer: Yes. In 1942 we took up by charges to operating expenses
$12,850,000, and in 1943 $11,150,000, in the two years combined $24,000,000.
You see the reserve on the balance sheet under the heading of unadjusted
credits, deferred maintenance reserve, $24,000,000. At the end of the year we
had invested $22,552,000, and since the turn of the year we have invested the
remainder of the $24,000,000.

The Vice-CHalrMAN: Any further questions?

Mr. SanpersoN: On page 16, Mr. Chairman, current assets, special deposits,
there is $7,538,398. What is that? ,

Mr. Cooprer: Those are amounts which are placed in special bank accounts
for the purpose of paying matured interest. On the other side of the balance
sheet under the heading of current liabilities you will find interest matured
unpaid, $7,279,000. Most of that, of course, falls due for payment on January 1,
and the asset account to which the hon. member referred is the amount set
aside to pay the interest I referred to.

Mr. JackMAN: You take January 1, 1944, as the maturing coupon?
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CONSOLIDATED BALANCE SHEET

ASSETS
Investments:
Road and Equipment Property......... $1,922,473,373 98
Improvements on Leased Property...... 2,981,299 66
Miscellaneous Physical Property........ 66,163,602 33
—_—— $1,991,618,275 87
Sinking Funds:
System Securities at par .......cc0uen $ 437,751 80
Other Assets at ¢osb......ccoceeviian 354,327 78 |
—_— 792,079 58 y
Deposits in lieu of Mortgaged Property Sold: |
System Securities at par............. $ 1,966,500 00 )
Other Assets at €OSt....ccvcveverasen 2,609,845 78 I
_ 4,576,345 78
Deferred Maintenance Fund:.::o.iiieiuiaanesonessaaans 22,552,000 00 . 1
Investments in Affiliated Companies...........ccovvuunn 38,855,047 36
Other Investments: |
System Securities at par............. $ 211,000 00
Ofher Assets:= a8t €08t ..ot -t ik dains 616,053 86 827,053 86
$2,059,220,802 45 1
Current Assets:
Ly A AT e L R SLONCS SRV R T e BUNE S T e S S U $ 15,391,404 37
Notainl Depositi: o cohe Gl it cn Siatl Shctals vis b palin i s o 7,538,398 33
Net Balances Receivable from Agents and Conductors.... 17,498,419 75 1
Miscellaneous Accounts Receivable ..................... 20,117,599 08
Materidl- anidy SUDDREB " aa e cibeis sievisnis b sieon s s o s iascs 53,963,978 15
Interest and Dividends Receivable .................... 454,876 60
T3 Tt 7V 20 S (AR SR o R s sths b (IR 3 TR L S g S 321,379 70
T Tl 5 e I T e e SRS S R SR S 14,013,862 48
——— s 129,299,918 46
Deferred Assets:
Working Pumid ~AGVATCERT s buiawie 1555 5inis ¢ slns vt oo atbists in $ 250,097 49
Insurance Fund:
System Securities at par........... $ 10,613,062 06
Other Assets at cost .....ccoccnueee 1,616,474 35
_ 12,229,536 41
Bension: OmtracE s FORAL o s Ll tes U s i e v s as b oo 21,088,000 00 :
Other . Deferred  ARBSUE s S5 s a vy dihie « s sl dgnits Oxb 3,793,686 47 {

37,361,320 37

Unadjusted Debits:
Renta i paid Ay Ao s o Stk o 5ol S a4 B anirares e as 162,052 40
Discount on Funded Debt il i 7,822,564 95
Other Unadjusted Debits 2,873,449 81

10,858,067 16
$2,236,740,108 44

|
|
A
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AT 31st DECEMBER, 1943
LIABILITIES
Stocks:
Capital Stocks of Subsidiary Companies held bysPublic. . s isi o Ll $ 4,770,140 00

Long Term Debt:
Funded Debt Unmatured:
Held by Pl Tt el 6 e e iy P st aaatatitess by Baha $ 731,004,158 T4

Hold in Spoeisl] Funde . onis s s enme i i saed s s 13,228,313 86
_——— 744,232,472 60

Dominion of Canada (Accounts treated as assets in Public Accounts of Canada):

4 B0 T R RO S0 W o P T e P L AL e S 2 $ 537,323,765 07
Canadian Government Railways—Working Capital........ 16,771,980 54
——————— 554,095,745 61
Current Liabilities:
Traffic and Car-Service Balances—Credit................ $ 11,319,878 86
Audited Accounts and Wages Payable................... 13,445.282 04
Miscellaneous Accounts Payable ......cccceiiiinnennnnnnn. 5,093,371 32
Interelt Malurad TnDaId (.o ¢ e d i 1 5 5% 5 aoia s STy 7,279,233 38
Unmatured Interest AceTTedi . ccsvvnaotssiioseonasosese 6,480,976 02
Unmatared Renfl A Cerued s s s ins il v o s sn siia dina's o 204,178 12
P T i S YU e e e S F R S s R e L 4,261,958 82
OfheraCurrent Lagbilibion i o cdlia sl i clebevitanes 6,843,540 51
: _— 54,928,419 07
Deferred Liabilities:
Lension Contratl BRERETTe v.us. vt Doas dhns s eeinsaslons s $ 21,607,000 00
Other Deforded Tanbilihies 5. vu it st doh ey o e e 8,681,332 64
—_— 30,288,332 64

Unadjusted Credits:

INBUTANCE,; T etBIVE L R st s s e A i L e S naa s Y St S O G $ 12,229,536 41

Accrued Depreciation—Canadian Lines—Equipment only. . 39,327,563 21

Accrued Depreciation—U.S. Lines—Road and Equipment. . 19,061,696 72

Deferred Maintenance ReServe ......cceeeeeeueesansasrans 24,000,000 00

Other Reservel il i s il v & e e e N G e T 7,653,648 36

Other Unadiusted COredibsl /o ooty dvivesnsins oos soak cottds 13,857,119 27
_— 116,129,563 97

Dominion of Canada—Proprietor’s Equity—(See Note)
Represented by:—
1,000,000 shares of no par value capital stock of Canadian

National' ReillWay COmPERY. & recvai < amcio biam g St $ 18,000,000 00
5,000,000 shares of no par value capital stock of The Cana-
dian National Railways Securities Trust............. 336,680,462 71
Capital Expenditures by Dominion of Canada on Cana-
didn Government ReIlWays: oz sl e s v adil s seis 377,614,971 84
732,295,434 55

Contingent Liabilities:
Major contingent liabilities, as shown on statement attached.

$2,236,740,108 44

Nore—The Proprietor’s Equity is included in the net debt of Canada and is disclosed
in the historical record of Government assistance to railways as shown in the Public Accounts
of Canada in accordance with The Canadian National Railways Capital Revision Act, 1937.

T. H. COOPER, :
Comptroller.

CERTIFICATE OF AUDITORS

xamined the books and records of the companies comprising the Canadian
NatiXYlil hﬁ;‘flvfay System for the year ended the 3lst' December, 1943, and subject to our
report to Parliament, we certify that, in our opinion, the above Consolidated Balance Sheet
is properly drawn up so as to exhibit a true and correct view of the affairs of the System
as at the 31st December, 1943, and that the relative Income Account for the year ended

the 31st December, 1943, is correctly stated.

GEORGE A. TOUCHE & CO.,
10th March, 1944. Chartered Accountants.
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Mr. Cooprer: Yes.

Mr. Jackman: Under deferred assets, insurance fund, other assets at cost,
you have $1,616,474. I think you said last year there were municipal or pro-
vincial bonds in that fund. Is that it?

Mr. Coorer: They are government, provincial, and I think there are a few
municipal bonds in that.

Mr. Jackmaxn: It is not your policy now to buy anything but government
or government guaranteed bonds for this fund?

Mr. Coorer: We are not restricted but at the present time I think the
only thing we are buying is victory bonds, but we have bought railway bonds,
as you see. Railway securities are in at cost to the extent of $10,000,000. We
have bought in our own securities where the market price has been favourable.

The Vice CHAIRMAN: Are there any further questions? Then shall we go
on to the next sheet, Dominion of Canada—proprietors’ equity account?

DOMINION OF CANADA—PROPRIETOR’'S EQUITY ACCOUNT

Balance at Transactions Balance at
3lst Dec., 1942 in 1943 31st Dec., 1943
Capital Stock of Canadian National ;
BWaT COMPADY: - 5o sideiaal o s shisisTsre = a $ 18,000,000 00 $ 18,000,000 00
Capital Stock of The Canadian National
Railways Securities Trust....ooccveun.n 208,842,882 17
Transactions of the Canadian National
Rai?l,way System during the year
1943: —

Surplus earnings per the Con-

solidated Income Account...... $ 35,639,412 23
Capital Gain on repatriation of

BECHPIRIOR - 7 v K a s IR TS o T 2,430,284 25
Capital Loss on abandonment of

Regina freight line cut-off...... 232,115 94

$ 37,837,580 54 336,680,462 71

Capital Expenditures by Dominion of
anada on Canadian Government Rail-
L Bl ey, SSU T A S I R 377,885,131 95
Transfers of property to government
departments at original cost........ $ 270,160 11 377,614,971 84

$694,728,014 12 $ 37,567,420 43 $732,295,434 55

Mr. VaveHAN: Referring to the liability side of the balance sheet, on the
previous page, it shows a balance at the 31st of December, 1942, of $694,728,-
014.12; transactions during the year, $37,567,420.43; with the total at the end
of the year, 31st December, 1943, at $732,295434.55.

The Vice-Cuamrman: Are there any questions? If not, shall we go on to
the next, operating revenues?

Mr. Jackman: Is there anything to explain about this proprietor’s equity
account, in the last item, “transfers of property to government departments
at original cost, $270,160.11 in 1943 ”'?

Mr. Coorrr: From time to time property which was under the control of
the Department of Railways is transferred to the Department of Public Works
or some other government department, and the amount at which it is carried 18
transferred. In 1943, for instance, there was a wharf at Mulgrave transferred
from the railway aceount to the Department of Public Works. It was in the
railway account at $20,190. I can give you the items, if you like.

Mr. Jackman: The government always gives the original cost on these
things? .
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Mr. Coorer: They are not really giving them to us. It is simply that in
public accounts you have certain divisions of the assets. Some are under the
heading of public works. For instance, post offices, I suppose, are under public
works. The Canadian government railway is under the Department of Railways.
If public works required a piece of property which is under the control of rail-
ways, a transfer has to be made in the public accounts. Public accounts reflect
the railways and canals investment and we have to make a corresponding transfer
to the one which is made in public accounts. It is simply a transfer of a piece
of government property from one department of government to the other
department of government at its original cost.

. Mr. Roesuck: I think John Inglis took over a certain amount of railway
property, as you will remember.

Mr. Coorer: We do not transfer from the railway to outside interests.

Mr. RoeBuck: But this is a government company.

Mr. Coorer: I do not know about John Inglis. We only deal vnth transfers
from one department of government to another department of government.

Mr. VaueHAN: This refers to the old Canadian Government Railways which
are vested in the crown.

Mr. RoeBuck: Oh, yes.

Mr. Cooper: Is it not clear?

Mr. JackMAN: You mean with respect only to the railways in the system?

Mr. VaveHAN: I am talking about the old Intercolonial Railway. It is still
a crown company although it is included for operating purposes with the Cana-
dian National Railways.

Mr. Jackman: With regard to the case Mr. Roebuck mentioned, the John
Inglis plant, which was making Bren machine guns, it is built on, I suppose, a
C.N.R. siding and there the property is, I presume, acquired by the crown, the
Department of Munitions and Supply or some other department. Do you sell
that property from the system to a department of government?

Mr. Coorer: Which is that department?

Mr. JackmaN: I do not see it here, but Mr. Roebuck mentioned it.-

Mr. RoeBuck: It just struck my mind.

Mr. Cooper: There would not be any Canadian Government Railways
property in Toronto. The Canadian Government Railways never ran into
Toronto.

Mr. VavcHAN: That would be the old Grand Trunk.

Mr. JackmaN: It is in the system.

Mr. Cooper: If the Grand Trunk sold property, or the Canadian National
Railways, we would reduce our investment account.

Mr. JackmaN: You charge it off at the price you charge the outsider?

Mr, Cooper: Yes.

Mr. VaveHAN: We would get, the market price.

Hon. Mr. MicaAUD: Do you want the details of these transfers? There is -
the Mulgrave wharf transferred to the Department of Public Works, $20,000;
North Sydney, another wharf transferred to the Department of Public Works
$195,000; Alberton, Prince Edward Island, another wharf transferred to the
Department of Public Works, $10,000; Saint John, New Brunswick, a wharf
transferred to the Department of National Defence, $44,000; and Pictou, Nova
Scotia, land transferred to the Department of Munitions and Supply, $148.
There is no cash transaction. It is just property owned by the old Canadian

- Government Railways or the Old Intercolonial Railway, and those properties are
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transferred to the Department of Public Works because they have to look after
the upkeep of these properties, and it is their responsibility to keep them up. So
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that is why they have been transferred.
Mr. Jackman: I notice under operating revenues, on page 19 —

The Vice CuamrMan: Shall we go on to operating revenues?

any questions on operating revenues?

OPERATING REVENUES
1943 1942

Are there

DEIEH B e i s R o S s e bk e a $320,758,860 87 $284,427 334

Maritime Rates Reduction.............. R s DAk 4,140,862 77 4,034,861 04
Paggengenc-oi et Gl Sl S s (il ae bl Je bl u 66,891,033 94 48,297,257 89
Bagzage 510 Gk Ll i RS Tl e asis it i Gk 6k s 130,045 98 117,175 53
B SEDING AT - 45 i Sl s vl bt e =5y a 0 i AT A o il 575 wowie 4,177,870 17 2,952,807 96
Parior "aRd JUBMEY CBE S It cfas b s o e B0 e sare 4 40 wig 217,126 00 285,926 35
DT o S e et B 5o s B 3 T T, SV e e N ok A T 4,047,893 92 3,967,352 40
Railway EXpress AQency. .  ovesscescivsssssiioisns 630,036 91 492,511 29
e T o ST SR e e e S e 16,860,746 10 13,010,214 49
Ofber " Papsenger-Traim | 0su sbes S5 dskits o vt s aipas 14,079 88 15,947 45
1185 A LRl L S S SR RSB W e d 432,293 55 327,131 84
ORI e o B S s Sl S T e 3,092,258 36 2,884,872 48
G o 5 5 A e et L RS e R s CNER R 137,498 71 133,677 23
Dimng and-Buffel: Ll o0 oot ittt ek e pan b 4,711,769 37 3,133,256 51
2] AT e e e T R e P R RS S 131,986 46 22,612 05
Station, Train and Boat Privileges................. 432,043 30 298,421 28
AT ST T T e R Da e WSS R gL 149,151 84 89,558 56
BIorage—BPolghE /i vixs i s sodors e ekl o By dod 97,879 32 123,437 22
Blorage——Bagpi . .o < e amy o vt Lo uce o s Moistos 80,652 28 48,872 07
135000301 (el et o S E e b e SRR SR e e 2,442,762 99 1,772,752 18
Telegraph Commisgions (U.8.) ..o siciumsmpnssiionsss 14,096 83 12,162 10
Telegraph—Cominereial c.isiseeessinmdinidiiesss 7,089,378 82 5,910,065 10
G ORI 1. 05 e bt s bl g S e e it e b oL o b 3heea 530,487 67 528,267 38
Rents of Buildings and Other Property............. 633,436 54 566,689 71
L B ST ) I R et 17 ROV o o T k) RS SRR s 2,162,239 27 1,753,320 73
Jomt Raciiv=—Bredit . 5a it s s assdansn 4 omosin 713,175 05 570,939 88
JoInt RacTlIET—ToBIb . o 3 i m o S bis orn s sl Bk st 103,712 32 122,881 57

$440,615.954 58 $375,654,543 40

Mr. Jackman: I do not want you to slow me up, Mr. Chairman. The mail
is away up from $3,967,352.40 to $4,047,893.92. In view of the fact that you are
probably handling a great deal more mail, does your contract with the post
office not entitle you to a bigger share of the postage?

Mr. VavcHAN: These are actual figures, Mr. Jackman. But there is no
doubt that Trans-Canada Air Lines have taken some of the mail away.

Mr. NicuoLsoN: You cannot get it both ways.

Mr. Warron: The railway handling was not very much up in 1943 over
1942:

Mr. VavcHAN: There was very little difference in the railway mail handling.

Mr. Jackman: Is that so?

Mr. VauegHAN: Yes.

Mr. Jackman: Is that due to any peculiarity in the contract?

Mr. Warton: No. It represents volume.

Mr. Nicuorson: I notice that sleeping car revenue is up about 40 per cent.
Have you the figures available for the years prior to 1942?

Mr. RoeBuck: Parlor and chair car revenue is away down.

Mr. NicuoLson: They have taken off most of those.

Hon. Mr. Micuaup: The people sleep now instead of sitting up.

Mr. Nicuorson: Do you make money on your sleeping car operation?
Have you that information available?
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Mr. VaveuAn: It all depends on how you calculate it. We show that we
make money on our sleeping cars. I thirk we do. It depends to what extent you
charge interest on cost, depreciation, ete.

Mr. Nicuouson: Could you build sleeping car equipment, run standard
sleeping car trains and make money at present rates?

Mr. VavegaAN: I suppose if the cars were filled we could.
Mr. Nicuouson: If you had 50 per cent occupancy?

Mr. Vaveuan: Well, I would doubt it. You will see on page 19 that the
revenue from sleeping car operations in the year was $4,177,870.17. On page 21,
under transportation, you will see that the cost of operating those sleeping cars
was $1,762,137.90. That, I may say, does not include the cost of repairing cars
which is all charged to repairs to cars. So that I say it is difficult to calculate.

Mr. NicuonsoN: Does that include the hauling of them?
Mr. Vaveuan: Oh, no.

Mr. Nicuorson: That should be a cost, should it not?
Mr. VavegaaN: That comes into our passenger revenue.

Mr. Warron: It is pretty hard to segregate the hauling of all the different
classes of cars.

Mr. VaueHAN: Yes. The thing must be taken as a whole.

Mr. NicumoLsoN: How do your rates compare with the American rates?
It seems to me they are lower here, are they not?

Mr. VaugHAN: On tra.nscontmental lines they are approximately the same.
I think there is little difference between the American rates and ours.

Mr. NicaoLsoN: You have not those figures available?
Mr. VaveaAN: No. I have not those figures available.

Mr. NicHoLsoN: It seems to me the minimum sleeping car fare over there
is a good deal higher than it is here.

Mr. VaveHAN: In connection with the questlon you asked Mr. Nicholson,
about what our figures were for sleeping car earnings for previous years. In
1940 the sleeping car earnings were $1,315,000; in 1941 the figure was $1,952,000;
in 1942 it was $2,952,000 and in 1943, $4,177,000.

Mr. Nicuouson: It has gone up over a million a year, apparently.
Mr. VAUGHAN: Yes.

The Vice CHAIRMAN: Are there any other questions?

Mr. Jackman: Under operating expenses?

The Vice CHAIRMAN: Yes.

OPERATING EXPENSES

Maintenance of Way and Structures

1943 ¢ 33 1'?42

ats Loy (- SR Rt (O pes ot tes ol B b QL VRS e SO $ 3,400,526 42 347,753 82
%%gfi%g;nMimtenance ........................ 6,976,895 50 6,304,724 89
Pormeleand BUDWANE e b5 58 seaises o sd s s b, sasiaiet 50.985 29 101,281 33
Bridges, Trestles and Culverts ............. s 2 g 1,838,391 52 2,386,493 81
B o ol T A has Bsle S sl e P M W R obte S o i i 6,190,555 28 5,214,706 04
T R e e R Y g D I, & 3332333 g(l) %,gggg;g (23%
Oth S BN g 4 R e STt S T S g ghe) S A s 774, ,365,
Balf;stTr.a.c ..... a: .e.r.l .................................. 1,437,333 74 1,204,389 97
Track Laying and Surfsacmg ........................ 15,22%;;:'17 gg 14%&1)'(75’222 (5)3
Fences, Snowsheds and Signs ........, coviiiiiiiae. : ;
Station and Office Buildings ......c..cciviiniiinanas 2.201,496 §3 2,133,215 05
Roadway Buildings ............ S e R R 288,416 79 . 259,663 68
T R T TR SN s Sl A g L S e e 488,874 36 593,114 87
R e D A O s i d e ereals e Bk aTe% B e A B0 5. DA e ATy 258,153 91 276,061 74
Shops and Enginchouses -« «ce s cosvuisnns s nasngss 451,188 58 2,873,778 68
G L ORI U s AR b e, A e T 44,037 08 350,094 03
O ha Ry el Sa e IIORER i i 5o o buie s s mierie o Hee M 249.368 66 214,376 03

/
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OPERATING EXPENSES (Continued)
v

Maintenance of Way and Structures—Cone. , 1943 1942
Al -and “Ore, WhHATVEF St 5.0v i in sis o o £ alorelh oo 4 33 16 $ 8,081 38
Telegraph and Telephone Lines 970,338 59 912,553 50
Telegraph—Commereial" ... ..t ecioiiviaeronoonvonns 998,103 66 871,689 15
fignals and: Interlockers: .o o siminm vinis i o aiais e 996.918 24 838,901 73
1 5nn (A L n 1 M PN L S SRS S G R S Ay 4 S 8,023 77 7,859 51
Power Transmission Systems «.......c.ccoiiiiirnanas 110,311 74 92,022 70
Miscellanicous "StrHetures . & v cta s e svit's s s oo snn 2,884 36 1,667 7
Road Property—Depreciation—U.S. Lines .......... 763,317 87 22,817 37
Road Property—Retirements ............ccevvueueenn 2980998 4L - o b A M
Peferréd Mamnenanee oo ..ok i ven'ss s tonnssnasonis 8,150,000 00 4,350,000 00
RoBAWaY - M aeheR i, Sli e o s o s v e ad 467,957 41 422,025 55

Dismantling Retired Road Property ............... TIL-008. 83 b+ W las sy

Amortization of Defence Projects .................. 1,005,600 84 1,002,696 17
Small Tools. and BupplieBil i te v iis davonisnsoerh 777,648 28 727.166 58
Removing Snow, Ice, and Sand ..............ccnnnn 3,758,971 39 2,220,020 47
Public Improvements—Maintenance ............... = 293,874 98 270,057 48
Injuries 4o Persons . .i., o0 i il ; 515,272 59 448,736 51
35 e R el g 1 Rl LIS AL S S ST 20,017 20 21,794 90
Stationery and Printing 59,994 41 62,537 71
Othor  JEXPeDOR: . i Sriivnds oS deis il o vyt batss So b s as 37,349 52 47,634 22
Maintaining Joint Tracks, Yards, etc.—Debit........ 838,314 80 656,193 83
Maintaining Joint Tracks, Yards, ete—Credit ....... 1,570,372 58 1,242,433 63
Righty of WY HBXpEnREE £t i 5o s s dds eciin 7o 5438 51,366 39 46,746 79
PholecliVe HEEVIeEn | i cilrisonesiai b e b s bt ol 497,466 00 683,122 47

$ 67,308,429 46 $ 57,656,537 63

Maintenance of Fquipment—

Buperinhondence s ial a0k i i e T o el $ 1,443,653 13
Shop Machinery ........... 2 1,974,094 97
Power Plant Machinery....... 172,242 68
Machinery—Retirements 280,173
Machinery—Depreciation—U.:S. Lines .............. 64,968 69

Dismantling Retired Machinery.................... 6,017 31

Steam Locomotives—Repairs .........oeeveeeennnn. 20,520,105 61 19,021,873 12
Other Locomotives—Repairs .............cc.euen... 187,668 43 157,163 82
Freight-Train Cars—Repairs .........ceevevneennn. 14,406,357 85 13,964,564 T4
Passepger-Tra_in B — I ODRITE s v o s teroiie & nhed 7,960,260 28 6,732,699 30
Floating Equipment—Repairs ..........c..c.vv.usn 400,698 33 262,588 03
Work Equipment—Repairs .......coceiiveieneniins 1,873,455 01 1,659,361 17
Express Equipment—Repairs ,.................... 144,423 02 151,491 52
‘Miscellaneous Equipment—Repairs ................. 116.630 53 105,531 01
Miscellaneous Equipment—Retirements ............. 2,719 28

Dismantling Retired Equipment.................... 64,536 76 56,075 67
Equlpm-ent—l)_eprecmtlon ......................... 19,829,613 32 16,974,945 14
Express Equipment—Depreciation................. 156,206 50

Injuries to Persons........ s o5 433.855 00 325,834 64
S ET 5o oo e e b R A e T A e S S L LR 19,028 25 20,143 79
Stationery: and Prinbinge o soidnvns Josties 2iah 47.004 37 49,239 06
Other Hiepemsen L. SAMELIET taiy o At LR R IR L 11,949 24 14,690 68
Joint Maintenance of Equipment—Debit........... 207,565 49 162,569 35
Joint Maintenance of Equipment—Credit........... 218,056 55 208,272 27
Deferred Maintenance—Equipment ................ 3,000,000 00 8.500,000 00

$ 72,366,530 73 $ 71,540,489 55

I

Mr. Jackman: Under the item of shops and enginehouses about ten or twelve
lines down, the figure in 1942 was $2,873,778.68 and in 1943 it was $451,188.58.
There is a very big decrease there. There must be some explanation.

Mr. VaveaaN: There is a reason for that.

Mr. Cooper: I think that is somewhat of an accounting matter, Mr. Jack-
man. In 1942 we expected to retire the car shops at Montreal and we charged
into our expenses $940,000 on that account. Tn 1943 we made a survey; we sent
the engineer out to check the actual retirements, and he reported that it was in
the neighbourhood of $600,000. What we did then was to cancel in 1943 the
entry which we had made in 1942, so that in 1942 you had a debit of $940,000
in this account—that is the Point St. Charles shop—and in 1943 you have 2
eredit of $940,000. Now the new charge of $600,000, because of the change 10




RAILWAYS AND SHIPPING 119

the I1.C.C. accounting regulations with respect to charges for property retired,
was charged to account, “ road property—retirements, $2,286,928.41.” That is
the story.

Mr. Jackman: That takes it up?

Mr. Coorer: Yes.

Mr. Hansox (Skeena): With regard to grain elevators, the figure in 1942
was $350,094.03, and in 1943 it is $44,037.08, for operating expenses. That is a
big drop. I should like to have an explanation of that.

Mr. Coorer: I did not quite catch that.

Mr. Jackman: There is an item for grain elevators, $350,000 in 1942 and
$44,000 in 1943.

Hon. Mr. Micaaup: It is in connection with grain elevators, the item about
the middle of page 19. ,

Mr. Cooper: In 1942—and it was discussed here last year—we wrote off the
Portland elevator. We charged into our account there $309,000 in 1942 for the
retirement of the Portland elevator. There is no corresponding charge this year.

Mr. NicuoLson: You have taken off quite a number of the parlor and chair

cars. Have they been converted into passenger cars or what have you done
with them? ¥

Mr. VaveaAN: To a large extent they have been converted into other types
of cars.

The Vice-CHAIRMAN: Are there any other questions on this page? Shall
we turn over to the next? :

_ Mr. Roesuck: What is the meaning of “road property—retirements”? There
is nothing at all shown in 1942, and in 1943 there is $2,286,928.41. Then there is

“deferred maintenance” right below that where the amount is doubled. There
must be a story there.

Mr. Cooper: In 1943 there was a change in the accounting regulations of
the Interstate Commerce Commission. Previously losses in connection with
property retired and replaced were charged to the general maintenance accounts.
But in 1943 the commission asked us to put them all into one account, and we
created a new account into which all items of this nature are charged. That is
the explanation.

OPERATING EXPENSES (Continued)

Traffic—

SODETIRLONACRCE - 7. i st v tiie o ias E ko ecda n ol b AT $ 1,972,998 40 $ 1,890,285 07
Onteidb A ToTn el - ToS Sl R e P S e I s 2,624,847 08 2,470,681 25
Advertising . ... A 381,445 84 361,231 53
Praffie - ABSOOIALIONE =5 50 b sk Ths shI b oSt o i oD 105,822 89 107,300 71
Stationery and Printings. « fiwksals S antins v e wiods 291,048 74 292,186 41
Other FXPEnSes. .. Hauss s vsninissssninis AEFIS A o S 37-52 615 69
Lt L £ 3T b ) e DNy e (= S U, SO s S 95,089 70 87,558 02
Colonization, Agriculture and Natural Resources..... 175,810 04 1?2,477 97

$ 5,647,080 21 $ 5,392,336 65

Transportation— ‘ i b

BUDECIDEADABRNE & b e o b e e B & < AW g o S0 S e ol 3,510,848 32 ,517,511 59
Dispatching  Toaing. oot aa b i I L TSR 0 0as 2,034,611 77 1,887,968 29
BURIIOTE DI ONERE <o thn woe Sihs €5 A RS ate s 2150 Cx LS A 21,028,176 95 19,057,298 39
Weighing, Inspection, and Demurrage Bureaus...... 90,708 24 90,211 44
Station Supplies and Expenses.........c..c.cuvnn. 1,600,008 13 1,488,617 01
Yardmasters and Yard Clerks.............coiouenn.. 4,141,427 14 3,519,878 51
Yard Conductors and Brakemen.............ccouuun 7,869,756 38 7.084 554 33
Yard Switch and Signal Tenders.............c..... 789,635 34 689,802 34
A el A R B ) S R ey AR RS 5,145,431 14 4,660,449 24
S s L Pot Patars 10 o A el L SO R A T Al o e S5 430,985 09 352,325 02
Nard's Bwvitelng nRuell v oo aioil ab it ains St v, 6,297,106 30 5,164,506 94
Yard Switching Power Produced.................. 9,632 05 9,628 33

Yard Switching Power Purchased.................. 101,380 03 72,949 02
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OPERATING EXPENSES (Concluded)

Transporation—Conc.
Whater for Xard Toeomotiven: v .o s ssssioloms $ 198,213 39 $ 183,882 53
Lubricants for Yard Locomotives............cuuncn 80,672 60 75,723 31
Other Supplies for Yard Locomotives............... 49,464 72 42,122 12
Enginehouse Expenses—Yard ............coo.oi... 1,771,962 44 1,470,367 98
Yard Supplies and Expenses.......ccceeeveeeenann 166,628 40 156,618 84
Operating Joint Yards and Terminals—Debit........ 1,558,270 73 1,354,427 58
Operating Joint Yards and Terminals—Credit....... 1,965,670 87 1,873,925 67
AT AR IDEINEIES J aa vy s blova o st 50 88 6 laikce w8 Sise wblars 14,612,370 91 13,456,416 11
R A GO DaOAN o S e 1 a i it s b as o5 ieinta ook s mmmal o/ 4%s 114.602 84 112,922 87
s R R s 7 s 053 T e s o e e 33,447,645 27 27,712,029 98
Train ! Power Pro®iced. st sicioe s snessodnss o avim 17,916 08 12,360 89
T ain - FoWer PuUrcHase.l. - « v « vy s co sormes s bodne 58,537 43 38,202 57
Water for Train Locomotives.......coceverensenanns 1,279,597 99 1,183,171 34
Lubricants for Train Locomotives.................. 540,069 96 483,470 42
Other Supplies for Train Locomotives.............. 284,984 01 235,993 03
Enginehouse Expenses—Train .......ccovivuiunnnn.n 5,152,917 65 4,394,091 64
ARG P i B s TR SO et Lo e 16,250,269 83 14,941,560 21
Train Supplies and ExXpenses. .c...ceeceeiencnaantons 9,839,359 66 8,063,339 47
Operating Nleapmng RS . 520 o3 isi st ovcahs wans 1,762,137 90 1,495,983 62
Signal and Interlocker Operation.........,......... 519,634 20 471,830 46
CroRsTng Probectiomf. & ciis s/ s Roisr e Gohid 6a/be e a% o 764,211 32 711,091 44
PDrawbridge  Operation . e JIhl s Pl o dit i 121,717 82 119,177 70
Telegraph and Telephone Operation................ 389,983 62 357,470 56
Telegraph—Coramaereial . «i.5oihvns e i wes v st sni 4,721,131 28 4,442 485 42
Operating Floating Equipment.......cccoovivuennnn 1,152,710 36 1,025,644 50
3 e S gt Lo et s WS RS PR R R e 7,742,672 35 6,498,139 59
Stutionery ‘and Primbing . oo aithe sisciaovns oo oo 650,390 99 597,244 11
OLHCY TOXPOBECE: 5.0 e i 5o hitssis st s s v e s b A sisa e 1,139,639 79 1,000,282 34
Operating Joint Tracks and Facilities—Debit...... 743,402 61 719,103 42
Operating Joint Tracks and Facilities—Credit...... 492,321 98 478,661 78
VT o O - DN S A R A I S e 11,645 86 11,656 56
Cloaxmp, Wreeks * L7 s v de ISl Fan So i S oid 556,223 80 384,231 96
Damage 10 Property .. csdiues shpe sae vansmnamion s 68,201 67 80,822 68
Damage to Live Stock on Right-of-Way............ 76,953 33 56,388 15
Loss and Damage—Freight......cccoviuiniiinn.n.. 1,412,664 81 1,001,152 72
Loss and Damage—Baggage.......oooveveurnninnanns 13,682 08 7,987 02
Tt ies - bo PerBONE is o aivs Sabssienm oo Suanml Hie bk s eTa 1,615,246 55 1,466,962 68

$159,477,448 33 $139,607,558 82

Miscellaneous—
Dining and Buffet Service.... . cuioioiiiiiiiiiis $ 4.897.656 95 $ 3,746,368 66
R BRI ok sl s e o8 o BTSN U o S B P AL 078 St W S 138,501 21 21,924 36
a0 TELOVREOTR, v i ot s o e S iein A S S ere ' g miml = = o/ o 305,397 73 196,159 47
Other Miscellaneous Operators.............oieuvuuns 38,860 86 37,900 12

$ 5,380,416 75 $ 4,002,852 61

General—
Salaries and Expenses of General Officers........... $ 473,179 16 $ 464,452 27
Salaries and Expenses of Clerks and Attendants.... 5,607,560 78 4,419,955 96
General Office Supplies and Expenses............... 292,898 58 263,866 64
T IRTIONBOR’ s bio ta h s A siointrna 5, o e MI0E Ko AR oo s 339,984 73 344,478 99
Relief Department Expenses....................... 27,500 00 27,500 00
o T O AR e s e VL S At TR A I el LR 7,083,929 75 4,859,896 18
Stationely-raxid PrPINE T iEamdes on & vy esiceisselied 203,924 51 162,232 43
N UatIon FIEDONEEE 11 u's s anlaaitts s s binian ins §iasess olbin diate st 14,237 01 12,251 56
Other HIXenHER " 55 53 sicioitos o s shele s e dss wiotasie: e hals 222,827 27 222,381 03
General Joint Facilities—Debit........c.oovivinnn.. 40,909 03 36,946 59
General Joint Facilities—Credit................ ... 11,186 80 15,062 19

$ 14,295,764 02 $ 10,798,899 46

The CramrMmAN: On page 22, Property Investment Account; expenditures
for the year 1943; are there any questions?
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PROPERTY INVESTMENT ACCOUNT
Expenditures Year 1943

Road:
Montreal Terminal Development, Chapter 12-1929......... $ 258,454 07
Raile - and B asenIngs i Ji s ins st arls s s o8 smfa s s Ss7e ks 373.274 60
Tie Plates and Rail Anchors .......c.ooceuue LSETE g w ol 577,607 56
1S TR T R ST Y LS (b 0| B 4 e A R P T 167,979 84
Ditching, Drainage and SeWers .. .ccoetiecienastonesosonnes 60,318 74
Large Freight Merfibals) sl s Fammdhah sideeids sn i o Lol 262,409 58
Large  Passenger TerminalB: civstaeeiihcaesooisivnn.siesad 117,489 75
Yard Hrneks fand BIlimGIr s SR L o o Ciias b s b bs 909,562 59
Rotdway, NaCIAIEn s 1« et st biaty o ae i o m0s 215 & aiat s #N s L5 206,262 95
Bridges; Trestles and Culvert it vusioews cosaio s isseet 349,630 86
Crossing Protection including Subways ..........coouuvnn. 75,175 37
Stations and BAtion Facililies <& . o5 sl v bon o b i 333,813 46
Shops, Enginehouses and Machinery ......eovieeeennnannn. 317,296 04 _
Signals -and; INLeTIoCIerB) < on /s aie s oiss s anls o uiotiminna s i oss 898,141 21
Telegraphe—RailWaY. . < i tesegeeionsbafanss s ssasasiesis 45,819 34
Telegrapha=—C0miercigl | Ji ol Ve s v i J8vs t atid Vet we o 374,023 89
Assessments for Public Improvements .................... 50,667 53
7% T ey Lo S R T T e O R A P IC NI 17 i o 88,524 53
General Additions and Betterments ...........ccenivin.. 162,101 90
—_—  $ 5451504 75
Equipment:
Fouipment  Purchaged ‘o Builh [l o5 dini s o vt diiitniis o e e ais $ 19,148,543 65
Bawpment. Retirements [l | ksl s sl S O an s sl 1,454,181 00
General Betterments to Equipment.........oovieiivennnnnn 20,773 03
Equipment Conversions and Transfers ................... 72,456 63
Express and Miscellaneous Equipment ........convvvvnnn.. 41,752 02
_ 17,829,344 33
7 = Loy PR A e et L. S o GEk L Rl A SR o g L) SR D 4,897 93
Separately Operated Properties .......coeeehecevesoiesnons 47,342 53
Net Additions and Betterments during 1943........... $23,333,089 54
Ledger Balances 1st January, 1943 ........... e R e $1,960,812,337 81
Net Additions and Betterments during the g
VL e ey LML TR P B S i e o itas $23,333,089 54
Acquisition of Atlantic and St. Lawrence
L0 bt o B ) e 5 e s A g ) e ool e )| Al 8,480,700 00

Adjustment with respect to transfer to Cana-
dian National Railway Company of the rail-
way. properties of the Toronto Belt Line
Railway Company and of The Irondale

Bancroft and Ottawa Railway Company.. 17,100 00
Transfer between balance sheet accounts of

property donated to the Railway........ 488,475 48
Regina Freight Line Cut-off abandoned...... 282,115 49

Property transfers from Canadian Govern-
ment Railways to other Government De-
PATLIIENTE 60 'v/s v s bo'ela’a u o a sib 'k mimiale w-o's o ioin 810 270,160 11

30,805,938 06

Ledger Balance at 31st December, 1943............ $1,991,618,275 87
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FUNDED DEBT—PRINCIPAL AND INTEREST

: E Date Date Principal Interest
NAME OF SECURITY Issuing of of Qutstanding Accrued
Company Issue Maturity ' |at Dee. 31, 1943 1943
GUARANTEED BY DOMINION OF CANADA:
5%, Perpetual Debenture Stock. ........ Perpetual $ 1,566,288.00($ 74,185.48
5% G.W. Perp. Debtr, Stock and Bonds. Perpetual 1,002, 582.00, 46,730.79
49, Perpetual Debenture Stock......... G.T.R Perpetual 7,228, 143.67 206,198 54
49, Nor. Rly. Perpetual Debtr. Stock. Perpetual...... 38,520.40 1,666.63
3% 1st Mortgage Bonds................ G Jan. 1, 1962 26, 465, 130.00 793, 953.90
4% Sterling Bonds........cc.ccvieeinenn Jan. 1, 1962 7,999, 074.00 319, 962. 96
3%, 1st Mortgage Debenture Stock..... July 10, 1953 1,204, 339.39 32,853.23
3 % 1st Mortgage Debenture Stock. . July 20, 1958 5,647,653 49 197,533.97
64% Sinking Fund Debenture Stock. .. July 1, 1946 23, 754, 000.00 1,544,010.00
319, 1st Mortgage Debenture Stock.. . . May 4, 1960 551, 505. 27| 18,715.31
319%, 1st Mortgage Debenture Stock.. . . May 19, 1961 4,034,179.54 136,495.59
5%, 30 Year Guaranteed Bonds......... G Feb. 1, 1954 50,000, 000.00 2,500, 000.00
419, 30 Year Guaranteed Gold Bonds.. July 1, 1957 64, 136, 000. 00 2,886,120.00
5% 40 Year Guaranteed Gold Bonds... July 1, 1969 56,704, 000. 00 2,835, 200.00
59, 40 Year Guaranteed Gold Bonds.. . QOct, 1, 1969 57,728, 500.00 2,886, 383.58
5%, 40 Year Guaranteed Gold Bonds... Feb. 1, 1970 17,338, 000.00 866, 900.00
4319, 25 Year Guaranteed Gold Bonds.. June 15, 1955 48, 503, 000, 00 2,303,277.31
419, 25 Year Guaranteed Gold Bonds.. Feb. 1, 1956 67,368, 000. 00 3,031, 560.00
419, 20 Year Guaranteed Gold Bonds.. Sept. 1, 1951 48,022, 000.00 2, 160, 990.00
3% 16 Year Guaranteed Bonds......... Dee. 15, 1950 | © 20,500, 000.00 615, 000.00
3% 9 Year Guaranteed Bonds.......... May 1, 1944 35, 000, 000.00 1,050, 000.00
3%, 17 Year Guaranteed Bonds......... Feb. 15, 1953 25,000, 000. 00 750, 000.00
219 7 Year Guaranteed Bonds......... Feb. 1, 1944 15, 500, 000.00 348, 750.00
3% 15 Year Guaranteed Bonds......... Feb. 1, 1952 20, 000, 000. 00 600, 000.00
3% 13 Year Guaranteed Bonds......... Deec. 15, 1950 30, 000, 000. 00 900, 000.00
2;% 7 Year Guaranteed Bonds. ........ Jan. 15, 1946 15,000, 000. 00 337, 500.00
% 20 Year Guaranteed Bonds......... Jan. 15, 1959 35, 000, 000. 00; 1,050, 000.00
Total Issues Guaranteed by
Dosalnson of CatREIE - . 7. v 00a b in SO s T s U e e e o il e o 2 $ 685,290,924.76/8 28, 583,487.29
GUARANTEED BY ProviNcE oF NEw
BRUNSWICK:
4%, 1st Mortgage Debenture Stock.....|St. J. & Q..| May 14, 1912 | June 1, 1962 |$§ (48,450.73($ 25, 586.81
GUARANTEED BY PROVINCE OF BRITISH
Corumsia: ¢
49, 1st Mortgage Debenture Stock.. ...|C.N.P, Nov. 16, 1911 | April 2, 1950 {$ 971,785.73|$ 35,310 36
419 Terminal Debenture Stoek........ GNP 1913 and 1914 | April 2, 1950 1,165,819.74 51,044.01
Total Issues Guaranteed by
Provineial Governments. icva . - ¥l Go ket | Vo fab s Tng e om s visin o o o 0 s $ 2,786,056 20|$ 111,941.18
EqummeNT TrusT IssvEs:
5% Ti 1929 | Ser. 1,5, '44 |$ 1,200,000.00/$ 80, 000.00
5% e Ser. 14, 12, '44 276, 000.00 27,281.80
5% bl Ser. 14, 12, 41,000.00 4,241.39
5% s Ser. 14, 12, '44 72, 000. 00! 7,326.67
4% 5 Ser. 1, 6,45 2,100, 000. 00 114, 187.50
2% Ser. 1, 8,747 5,720,000.00 163,854.17
2% ¢ Ser. 15, 9,°53 5, 100, 000. 00 149, 989.58
2% & Ser. 1, 7,'49 3, 900, 000. 00! 105, 625.00
2% % Ser. 1, 6,'51 4, 267,000.00, 116,175.00
Fatal Houiphent Trost Iesues: 25 ocer o fais] vl g alc F BTG S S s $ 22,676,000.00(% 768,681.11
Oraer Issues: .
4% Canada Atlantic 1st Mtge. Bonds...|G.T. Jan. 1, 1905 | Jan. 1, 1955 9, 962 028 00 308, 081 46
6% Northern Railway 3rd Pref. Bonds [G.T. 1868 | Perpe ,433.33!
lst Mortgage Bomdh - o 0k sl Pem Sept. 1, 1906 | Sept. 1, 1956 .00 00 00
4‘7 nd Mtge. Bonds, Prairie “A" o (2% April 1, 1905 | April 1, 1955 3,688,680.00 143 476.92
99 2nd Mtge Bonds, Mountain ‘B P (791 38 April 1, 1905 | April 1, 1955 3,167, 748.00! 126, 372.06
1st Mtge. Bonds, ‘‘Lake Superior”..|G.T. April 1, 1905 | April 1955 2,155,896.00 86, 188.98
‘; Perpetual Cons. "Debenture Stock . .|Can. 1003 to 1912 | Perpet 4,190, 964.07 151, 741.00
4?; Perpetual Cons. Debenture Stock. . [C.N.! June 21, 1909 | Perpetual 972,997.53 36,923.02
Perpetual Cons. Debenture Stock. . [C.N. Oct. 1906 | Perpetual 470,212.46, 17,892.04
4'; 1st Mtge. Perp. Debenture Stock.. . g.& 5 June 1, 1912 | Perpetual 315.272.40 12,506.42
4‘7 1st Mortgage Bonds........... Lo e i Nov. 30, 1900 | July 1, 1950 6,551,372.00 262,295.84
4%0 1st Mortgage Series ‘“A’" Bon JGE. Jan, , 1930 { Jan. 1, 1980 400, 000.00 18, 000.00
» Indebtedness of 8.8, & C.Co. AC.V. Aug. 27, 1858 | Opti 155, 865. 25 6,234.61
4‘7 1st Mortgage Gold Bonds.. M. & s 200, 000. 00 8,000.00
Indebtedness to Prov. of N B. Can. 1,198,022.60 59,901.13
o Saamtios Dytamse A IOAT. - L B i e v At e o b s T R e S e R 3 200, 327.26
Total Other Issues ..|$ 83,479,401.64/$ 1,534,086.74

Total Debt held by Public (including
therein $13,228,313.86 par value held in
Special Funds and ccounts) as per

BN BBEEb. L L s e

$ 744,232,472.60

$ 30,998,196.32

These Obhsatmns are stated in Canadian currency, Sterling and United States currencies being converted at the par of

Th:sschedule does not include securities in th treasury or th The Canadian N: Secur-
ities Trust, or by the Bo?mmon Gegvmemnexew :gllate b o e G L
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Mr. EmMerson: What about that Montreal Terminal Development, I see
you have an expenditure there of $258,000?

o Mr. VaveuAN: That is the amount that was spent on the new terminal in
43.

Mr. NicuonsoN: How much more will there be in the future; what is the
provision for next year?

Mr. VaucHAN: There is an item with respect to 1944 amounting to $313,000.

The CramRMAN: On funded debt—principal and interest:

Mr. HansoN (Skeena): Has anything further been done in connection
with the retirement of the perpetual bonds carrying high interest rates?

Mr. VaucHAN: A very large number of them have been in these vested secur-
ities. There have been a lot taken up—do you remember, Mr. Cooper? I think
we have it here somewhere. It amounts to a large sum of money. They have
been largely taken up in that way.

2 Mr. McCurrocH: I suppose you have taken up these 5 and 6 per cent ones
rst?

Mr. VavcaAN: We are trying to get rid of all securities carrying high rates
of interest as quickly as we can.

Mr. Cooper: In connection with the repatriation of securities, I may say
that with respect to the old Grand Trunk 5 per cent perpetual debenture stock
we have retired $19,216,000; Great Western 5 per cent perpetual debenture
stock we have retired $12,249,000; Grand Trunk 4 per cent perpetual debenture
stock we have retired $112,610,000; of the 4 per cent Northern Railway per-
petual debenture stock, $1,460,000; and of the Grand Trunk 4 per cent per-
petual guaranteed stock, $60,833,000.

Mr. McCurrocH: Was any of that retired during the past year, 19437

Mr. CoorEr: Yes, there were small quantities, but most of the repatriation
proceedings were in 1942. There were a few which came along in 1943 and
again there will be a few in 1944. Some of these securities are not subject to the
United Kingdom vesting order; a person for instance living in southern Ireland:
would not be subject to. an order issued by the United Kingdom Government
and there is no way in which that stock can be acquired except by negotiation.

The CHAIRMAN:

DOMINION OF CANADA—LOANS
(Treated as Assets in Public Accounts of Canada)

Principal Interest
Qutstanding Accrued
at Dec. 31, 1943 1943
339 Advances, Refunding Act, 1938........co0iiieiinininine. $ 69,418,415 43 $ 2,498,071 45
2 9% Advances, Refunding Act, 1938........ et e S S 24,689,392 53 493,787 86

319, Advances for Repatriation of G/T.R. Debenture Stock.... 106,949,109 26 3,729,211 56
319, Advances for Repatriation of other Railway Securities.... 281,808,025 51 9,837,494 75

' i uipment, 1936 (Repayable 1938-
Gl s gtk it e 3620211 50 113131 62
31% Purchase of Railway Equipment, 1940 (Repayable 1941-

1955

11,903,619 82 426,899 69
3319, Purchase of Railway Equipment, 1941 (Repayable 1943-
1957

19,356,880 11 633,039 89

............................................... 5,671,111 11 43,351 95
31% Temporary Loan for Working Capital.................... 13,906,999 71 486,744 98
S orast b Dincoth BaBll: th 1040~ b cis s m i o 60 Kb s 2 22% S 403,114 26

$537,323,765 07 $18,664,848 01

4779—5
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Mr. NicuoLsox: Before we leave this page; what effort has been made to
refund these 63 per cent Canadian northern bonds, something over $27,000,000.
Of course, they mature in 1946, but that is a very high rate of interest. Has any
effort been made to take them in?

Mr. VavgaAN: We cannot do anything with those until 1946 because they
are not callable, so we will have to wait until the term expires in 1946 before
we can deal with them.

The CuamrMAN: Investments in affiliated companies:

INVESTMENTS IN AFFILIATED COMPANIES

Total Owned by Can. Nat. System
Company Par Value
Outstanding Par Value Book Value
Stocks:

The Belt Railway Company of Chicago.... $ 3,120,000 00 $ 240,000 00 $ 240,000 00

Canadian Government Merchant Marine,
e o et e e s piyie s R A b e ates 800 00 800 00 800 00
Central Vermont Transportation Company. 200,000 00 50,000 00 20,000 00

Chicago & Western Indiana Railroad Co. 5,000,000 00 1,000,000 00 1,000,000 00
The Detroit & Toledo Shore Line Railroad

OONPAILY. - T e ola- T oW Polo Rt et s Ok et 3,000,000 00 1,500,000 00 1,542,000 00
Detroit Terminal Railroad Company ...... 2,000,000 00 1,000,000 00 1,000,000 00
Northern Alberta Railways Company...... 625,000 00 312,500 00 312,500 00

(representing amount paid up, i.e. 10%)
The Ontario Car Ferry Company (Limited) 500,000 00 250,000 00 179,007 53
The Public Markets, Limited............. 1,150,000 00 575,000 00 575,000 00
Railway Express Ageney Incorporated (no 2

e 1y ey S T R TR 1,000 shares 6 shares 600 00
The Toronto Terminals Railway Company. 500,000 00 250,000 00 250,000 00
The Toledo Terminal Railroad Company.. 4,000,000 00 387,200 00 387,200 00
Trans-Canada Air Lines......... S e 4,600,000 00 4,600,000 00 4,600,000 00

(representing amount paid up, ie. 92%)
Vancouver Hotel Company Limited........ 150,000 00 75,000 00 75,000 00
$10,182,107 53
Bonds:
Northern Alberta Railways Co. 1st Mort-

gage Btk S P v S $27,230,000 00 $13,615,000 00 $13,615,000 00
The Toronto Terminals Railway Co. 1lst

Morigage Bondas i i s00tcide s d 25,610,000 00 12,805,000 00 12,805,000 00

$26,420,000 00
Advances:
Chicago & Western Indiana Railroad Company..............ooivivnnnn.. $ 2,016,744 63
The  Ratlroad (Credit ForDOTETION: « .o o lis Vh L o i sé g oh b amiears die o bie e dde 93,512 93
Railway Express Agency, Incorporated..........c.ssisaviadesiniivnoeivis 126,246 02
Yanceuver Hotel Company Limited .. v iaiivicsesvasansiasessbasonaidsas 16,436 25
$ 2,252,939 83
$38,855,047 36
]

MAJOR CONTINGENT LIABILITIES

TRANS-CANADA AIR LINES:
. The Canadian National Railway Company owns $5,000,000 of the Capital Stock of the Air
Lines on which total call to 31st December, 1943, has been $4,600,000.

NORTHERN ALBERTA RAILWAYS COMPANY:
_The Canadian National Railway Company owns $3,125,000 of the Capital Stock of the
Railway Company on which total call to date has been 10%.
Under agreement of purchase dated 6th. February, 1929, Canadian National Railway
mpany became liable for one-half of the purchase consideration for the property. This
obligation was later assumed by Northern Alberta Railways Company which took title tO
the property. As of 31st. December, the commitment of the Canadian National Railways
Company was $1,210,000. The Canadian National Railway Company takes up currently in it
;!::;:)}'me account one-half of the annual surplus or deficit of Northern Alberta Railways Com-
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TeE DeTrROIT & TOLEDO SHORE LINE RAILROAD COMPANY:

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

THE ToLEDO TERMINAL RAILROAD COMPANY:

Assumed by Grand Trunk Western Railroad Company in respect of $5.800,000 First
Mortgage 43%—50 Year Gold Bonds due 1957. The guarantee is as to interest only and is
several and not joint. Grand Trunk Western’s proportion is. 9-68%.

CH1caco & WESTERN INDIANA RAILROAD COMPANY:

Assumed by Grand Trunk Western Railroad Company, pursuant to joint supplemental
lease dated lst. July, 1902, between Grand Trunk Western Railway Company and four other
proprietary companies. Obligation is for repayment of principal of bonds at their maturity,
and of interest as it falls due by way of annual rentals. The Grand Trunk Western’s obligation
is for one-fifth of the bonds issued for “common” property and the entire amount of bonds
issued for its “exclusive” property. The bonds are Consolidated Mortgage 50 Year 4% bonds
due 1952 and the amounts outstanding at 31st. December, 1943, are:—

Tested cXor S eonimors . DPTODETEY « ¢ < s &S hiyids s sailaeia s oia oo e $39,973,019 39
Ipsnedifor SEXaluNTIwe " PrOPETLY e 2/ st st e asevsrarals mre o, ot n 252,535 36

Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease
dated 1st. March, 1936, between Grand Trunk Western Railroad Company and other proprietary.
companies. Obligation is to pay as rental sinking fund payments sufficient to retire bonds at
maturity and interest as it falls due. The Grand Trunk Western’s proportion is one-fifth in
the absence of default of any of four other tenant companies. The bonds are First and
Refunding Mortgage 43% Series “D” Sinking Fund Bonds due 1962 and the amount outstand-
ing at 31st. December, 1943, is $19,452,000.

C.N.R. PENSION PLANS:

Reserves have been set up against contracts in force under the 1935 contractual plan, but
not against pensions conditionally accruing under that plan or prior non-contractual plans.

Mr. RoeBuck: I notice you have there an investment in Canadian govern-
ment merchant marine?

The CraRMAN: That is in another report.

Mr. RoeBuck: That will grow rapidly in the future.

Mr. VaueuaN: That all depends on how the government intends to handle
the merchant marine. That amount there of $800 is just directors’ shares, Mr.
Roebuck.

The CHaRMAN: Page 26—companies comprising the Canadian National
Railway System:

S

COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM
CAPITAL STOCKS OWNED BY DOMINION OF CANADA

oz
umber
1 Canadian National Railway Company........ccuciseeeoceaanaassnsnes $ 18,000,000 00
2  The Canadian National Railways Securities Trust.........ccooveven..e 336,680,462 71
$354,680,462 71
CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC
Co 8wnedl)y Capital Stock Owned b;
f Issui an ompany api oc wned by
R ke e Nu-rgber Issued Public
i . L nce Railroad Com-
X Aﬂ;z&; and . Stawre c ............... 1 $ 6,302,340 00 $ 246,540 00
4 The Bay of Quinte Railway Company.... 24 1,395,000 00
5 The Bessemer and Barry’s Bay Rail-
| way COmPANY ....ecevenvencannaeens 24 125,000 00
6 *Brooksay Realty Company.............. 30 2,000 00
7 *Canada Atlantic Transit Company....... 1 219,000 00
8  *(Canada Atlantic Transit Company of U.S. 1 250,000 00
9 The Canadian Express Company........ 1 1,768,800 00
10 (Canadian National Electric Railways. ... 24 1,750,000 00
11 Canadian National Express Company... 25 1,000,000 00
12 Canadian National Land Settlement Asso-
CIAEIOR L st A DSl ki’ i Wiwa s

4779—5%
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM—Con.

*  CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC—Con.

Company Name of Issuing Company
Number
. 13 *Canadian National Railways (France)..
14 *Canadian National Realties, Limited. ...
15 Canadian National Rolling Stock Limited
16 *Canadian National Steamship Company,
1B s o B, RSP B it R I G
17 Canadian National Telegraph Company. .
18 *Canagian National Transportation, Limi-
19 The Canadian Northern Alberta Rail-
WA OTDRTY: 555 diats c e a e koo s 40 ¥
20 Canadian \orthern Manitoba Railway
Oy, 1t e ot R 10 Ve s 5 s b P90 S 0
21 The Canadlan Northern Ontario Railway
a1 e e Gne s DU I e BORGI
22 Canadian Northern Pacific Railway
COMDATI T35 3 o 50 s oo sk sl b S0
23 The Canadian Northern Quebec Railway
ClOTNDARY i M hiis saradebam Mo N s & Sips
24 The CanadlanNorthern Railway Company
25 The Canadian Northern Railway Express
Company; Tamibed . . i s cwimus oo somens
26 Canadian Northern Steamships, Limited.
27 Canadian Northern System Terminals
(Eararted )l St e sl a s b diers avih it
28 Canadian Northern Western Railway
COMDARY e fiiitigs o 4 ook ol 0 B ol f ale s
29 Cannar Oils Limited.......
30 *The Centmont Corporation...
31 The Central Ontario Railway. .
32 Central Vermont Railway, Inc... o
33 Central Vermont Terminal, Inc........
34 *Central Vermont Transit Corporation. e
35 *Central Vermont Warehouse, Inc........
36 The Champlain and St. Lawrence Rail-
- PORA  COTBPRIY . « +'5 » bl ot tox sia ey e b adessin
" 87 *Comsolidated and Corporation........:.
© 388  *Continental Realty & Holding Company. .
39 *The Dalhousie Navigation Company
V5L b s et g N SR R e S
40 *Duluth and Virginia Realty Company....
41 Duluth, Rainy Lake & Winnipeg Railway
Compa.nv ...........................
42 Duluth, Winnipeg and Pacific Railroad
Compan ...........................
43 Du]éxth Wmmpeg and Pacific Railway
. ONEPRILY | L et b S Eaedioliog & ola. sthio b
44 *Grand Trunk Milwaukee Car Ferry
45 The Grand Trunk Pacific Branch Lines
46 *The Grand Trunk Pacific Development
Compahy,. Lamited . Jiad et g i vt
47 *Grasnd ’I;runk Pacific Dock Company, of
I ) 7 SRR N R TN b S SR A SR
48 Th%o Grand Trunk Pacific Railway
120 L e Ry (G g S e R P
49 The Gramd Trunk Pacific Saskatchewan
Railway Company i ... evsoiosossass
50 *Grand Trunk Pacific Terminal Elevator
Company, -(Famated) & o 55s .oy o wanisss
51 Grand Trunk Western Railroad Company
(EIOTIPROTE R ks st Fbitet v, s MRS 3 e oA Cais
51 Grand Trunk Western Railroad Company
(Preferned)e ik Vs o Bein A ks LA
52  The Great North Western Telegraph
Company of Canada _(Including
$331, 500 00 held in eserow)..........
53 Thecfahfax and South Western Railway
54 ’Industng:.ll Land Company,.........ie..
55 International Bridge Company..........
56 The James Bay and BEastern Railway
COTTATIY > s 50w Shs s 2 W vsads

Owned by

Company
Number

1
24
1

48
24

1
24
24
24
24

24
1

17

24
51

Capital Stock

Issued
2,007,400
40,000
50,000

15,000
500,000

500
3,000,000
250,000
10,000,000
25,000,000

9,550,000
18,000,000

1,000,000
2,000,000

2,000,000
2,000,000
100
176,400
3,331,000
10,000,000
5,000
5,000
5,000
50,000
64,000
90,000

50,000
45,000

2,000,000
100,000
3,100,000
200,000
200,000
3,000,000
150,000
24,940,200
20,000
501,000
20,000,000
25,000,000

373,625
1,000,000
1,000
1,500,000

125,000

00
00
00

00
00

00
00
00
00
00
00
00
00
00
00
00

00
00
00
00

00

Owned by
Public

3,849,200 00

6,925 00
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM—Conec.

CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC—Conc.

Owned by
Company Name of Issuing Company Company Capital Stock Owned by
Number Number Issued Public
57 The Lake Superior Terminals Company
Linibed” st a o s A W e Yt 24 500,000 00
58 The  Maganetawan River Railway
COmpamy’ ..o dvn = bamiy S b sromis st 1 30,000 00
59 Manitoba Northern Railway Company.. 1 500,000 00
60 The Marmora Railway and Mining
Comphny <ol st B sc A g el Sy 24 128,600 00
61 The anesota. and Manitoba Railroad
I OIIDRTNE 5V B il e T e A8 o 4o ke 24 400,000 00
62 The Minnesota and Ontario Bridge
IR P S et o s i e 24 100,000 00
63 Montreal and Province Line Railway
T e P S (R 4 I PR 30 1,000,000 00
64 *MontreaJ and Southern Counties Railway
Bopananys Ll LU Sleais Ant i S R e 1 500,000 00 165,600 00
65 The Montreal and Vermont Junction
Railway Company. ... ek ceiesaneeons 32 197,300 00
66 *Montreal Fruit & Produce Terminal
Gompany,' Bimited <. thce v o s eians isi s 1 500 00
67 *The Montreal Stock Yards Company.... 1 350,000 00
68 *The Montreal Warehousing Company.... 1 236,000 00 12,240 00
8 69 Mount Royal Tunnel and Terminal
Combipany, Bnaiteds, S 5% uli s 5 da dilaiin 24 5,000,000 00
ﬁlv 70 Muskegon Railway and Navigation
1 CIOMRDEILY, & £ kT o S RN i b ariae 51 161,293 00
35 71  *National Terminals of Canada, Limited 1 2,500 00
& 72 National Transcontinental Railway
{ Branch Lines Company.............. 1 500 00
73  *The Niagara, St. Catharines and Toronto
i Railway Company......ceeeeeeeeeanss 24 925,000 00
) 74 *The Niagara, St. Catharines and Toronto
) Navigation Company (Limited)...... 73 100,000 00
i 75 *The Oshawa Railway Company......... 1 40,000 00
i 76 The Ottawa Terminals Railway Company 1 250,000 00
; 77  The Pembroke Southern  Railway
3 OIS U o Mn o i tarrgoat s e T 1 107,800 00
78 *Prince George, Limited................ i 10,000 00
79 %’]ane %\égert A Iﬂ::]l‘lt At b Ly 1 10,000 00
80 el an e St. n Railwa;
CoQ .......................... y 24 4,508,300 00 489,160 00
81 The Qu Appel]e, Long Lake and Saskat-
ehewa.n Railro and Steamboat
COTRDADYT. A e ivraaistamll/s7o st Siois 25k b in als 24 201,000 00
82 *Rail & Rlve'r Coal Company.is: i s snvse : | 2,000,000 00
83 St Boniface Western Land Company.... 24 250,000 00
84 The St. Charles and Huron River Rail-
WO CIODNDBRY o eiishhiahedsss e oo s ol = shsw 24 1,000 00
85 St. Clair Tunnel Company.............. 1 700,000 00
86 The Stanstead, Shefford and Chambly
Railroad Oompan ................... 30 608,333 33
87 *The Thousand Islands Railway Company 1 60,000 00
88 tTrans-Canada Air Limes................ 1 4,600,000 00
89 The United States and Canada Rail
Road COMPANY. .o s nossennsnosscios 1 219,400 00 475 00
90 Vermont and Province Line Railroad
COMPATY oo sie v aibohn faitanitsns s diviania 1 200,000 00
91 The Wmmpeg Land Company Limited. . 24 100,000 00

$208,254,891 33 § 4,770,140 00

The Income Accounts of Compames lndlcated (*) are included in the System Income Account
as “Separately Operated Properties.”
TTrea,ted as an Affiliated Company.
Mr. Durocuir: How many companies were there in that item last year?
Mr. Coorer: 96.
Mr. Durocair: And I see there are only 91 this year.
Mr. Cooprer: Yes.
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Mr. RoeBuck: I see under investments in affiliated companies, Trans-
Canada Air Lines, $4,600,000. Well now, there is a story there, isn’t there;
aren’t you going to pass that out of your hands in. the future, according to
Mr. Howe’s statement in the House?

Mr. VaucHAN: Apparently we will have to divest ourselves of our interest
in Trans-Canada Air Lines within one year after the close of the war, according
to the announcement made by the Hon. Mr. Howe in the House of Commons
a few days ago.

Mr. Nicuorson: Will there be any chance of your obtaining anything like
the value Mr. Symington placed on that organization yesterday when he said that
he would not take $25,000,000 for it?

Mr. VaveaAaN: We do not think it would be right for us to charge anything
like that amount to the government.

The CaAamrMAN: On page 28—railway equipment:

RAILWAY EQUIPMENT ]
Conversions

December Additions Retirements During Year December
31, 1942 During During Year Added! Retired 31, 1943

Year
LocoMoTIVES
Passenger—Freight ......... 2,070 29 24 2,075
DWCTEOE: . o o sbimr s 5 4 st s 434 1 1 434
N | g A Sl S 24 24
Oil Electric ...... T S 27 27
Total- e e b 200 2,555 30 25 2,560
FrergaT EQUIPMENT . ;
POX A s e s s i fes 62,879 2,238 143 2 462 64,514
%A G RSN i S 5,279 7 25 5.247
bk, (Cars: e s eae s 3,069 2 3,067
o R e R ER 14,314 487 62 > 14,739
Tank- Cgrs. | oo aatlierac s i 148 1 147
Refrigerator Cars .......... 3,091 100 18 : 3,173
Caboose 'Card .10 00 sy 1,563 31 150 1,682
Other Cars in Freight Service 10 10
Totall (o  FeGss: 90,353 2,825 264 152 487 92,579
PAsSENGER EQUIPMENT
loash €y s L S R ol 1,196 1 15 1,210
Combination Cars .......... 273 273
Phineng AEHIE 4 ey L e 93 93
Eoloniat Lade’ ..o iss dde Sl 179 9 3 191
P ATIO CRs™ (L a0 7 sl ey 65 7 58
AT B R R T L e o 30 2 28
iBleeping ars. . o 5k Sids s 308 2 4 302
Fonriat Cars . .¢. L. fosis fe 47 47
Baggage and Express Cars.. 994 50 1 18 3 1,058
Postal Carg -2l Lt 49 49
NGO R0 AT s s0s ot b dsie 47 3 44
Other Cars in Passenger
BETVICE S k. ik st L ot 62 1 1 6 56
i G S MRS T 3,343 59 8 37 22 3,409
Work EQUIPMENT
Business Cars .............. 62 1 61
All Other Cars in Company’s
Benfies s i a0 7,065 o7 141 324 3 7,272
ER ) RSN s e 127 27 141 324 4 7,333
FroatiNg EQUIPMENT
Car Ferries 9 9
g Ry A el 4 1 5
LULE, 5 i oh P, 4 4
OB 15 o et s 4 4
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Mr. HansoN (Skeena): When do we get to the hotels, does that come in

Mr. VaveHAN: I take it that you want the individual hotels?
Mr. Hanson (Skeena): Yes.
Mr. Coorer: We have a statement on that which we will put on the record

\ HOTELS
Year 1943— Revenues Expenses Taxes Net
Charlottetown ......ov.ue $ 150,209 33 $ 125,715 83 $ 5,111 76 $ 19,381 74
*Pleton Bbddge 2. s st T L s 2,335 33 250 87 12, 586 20
Nova SeotiaD .....coevtea- 810,512 30 562,914 83 18,030 39 229,567 0
Chateau Laurier ......... 2,243,347 59 1,711,454 64 78,305 27 453 587 68
Prince Arthur .. .ciiii.es 209,841 75 186,492 18 6,043 46 17,306 13
*Minaki Lodge ............ 751 50 7,485 42 35 71 16,769 63
Bk AT (s e dih e 570,520 67 459,001 91 29,402 16 82,116 60
Prince Edward .......... 172,229 07 144,059 69 4,054 71 24,114 67
PTG R SAPIAPAE R 771,212 05 576,065 04 16,521 25 178,625 76
*Jasper Park Lodge........ 2,235 58 19,722 09 4,581 84 122,068 35
DOTORREY /v e o A DuE0 30 437,309 83 377, 403 12 3,148 49 56,758 22

$5,368,169 67 $4,172,650 08 $ 165,485 91 $1,030,033 68

Year 1942—

Charlottetown ............ 106,872 89 107,061 33 4,899 00 5,087 44
Pictou Lodge ............ 17,776 21 20,378 01 316 00 2,917 80
Nova Scotian ............ 694,949 83 550,958 34 15,746 35 128,245 14
Ch_ateau Bianrieri ih s s 2,095,889 30 1,651,869 19 64,587 72 379,432 39
Prince Arthur .....0.. 0. 196,849 39 185,401 47 6,476 11 4971 81
Minaki Lodge ............ 76,189 45 54,065 39 236 75 21,887 31
BORE IGALELY. % s 2 s i e s 473,706 60 418,808 43 29,566 84 25,331 33
Prince Edward .......... 141,716 89 132,913 07 4114 37 4,689 45
Macdenald: o LS o 568,629 44 474,331 70 16,583 88 77,713 86
Jasper Park Lodge....... 187,435 05 245,827 58 6,152 27 164, 544 80
Bessborough ............. 335,491 35 332,462 85 3026 33 207

$4,895,506 40 $4,174,077 36 $ 151,705 62 $ 569,723 42
(i oL oes . Sk il $ 472,663 27 $ 1427 28 t$ 1378029 $ 460,310 26

*Not operated during 1943. "~ tDenotes Loss.

Mr. EmMErsoN: I notice that under tank cars you have one less tank car
than you had last year. That is rather surprising to me because there has been
so much movement of oil and gasoline. How can the railway get along with
such a small number of tank cars?

Mr. VaucHAN: Most of the oil companies have their own tank cars, Mr.
Emmerson; that is the reason for it. This particular car here was retired or
destroyed; that is the reason why we have one less car on the list this year
than last.

Mr. WarLtoN: Those shown here are just for our owr company use.

Mr. NicHoLsoN: In connection with these postal cars, have you any infor-
mation as to the number of postal cars the Canadian Pacific are operating? It
seems to me the Canadian National is not getting its share of the long haul and
the large volume of mail from Vancouver to Winnipeg, Toronto and Montreal.

Mr. Vavman: We are not getting any through mail between the east and
the west at the present time. I think it is fair to say that we have not got
sufficient post office cars to handle it, but we hope to have them.

Mr. EmmersoN: What about these box cars?

Mr. Vaveaan: C.P.R. do not give the number, they lump all their cars
together—first-class, second-class, sleeper, baggage, dining, mail, express—they
lump them all together and we do not know how many they have in the service.

Mr. Nicuorson: Over a period of years have you reason to expect that
you will get your share let us say when you have adequate equipment?
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Mr. Vavcuan: We have been pressing our case constantly with the post
office department.

Mr. NicuoLsoN: Does not a lot of the mail go in express box cars?

Mr. Warton: There is a certain amount that goes that way, anything that
has to be sorted must go in a postal car.

Mr. EMmMERsoN: Yes. The through mail such as from Halifax to Montreal. .

Mr. Warton: We do use closed cars for a considerable quantity of mail
which does not have to be worked on en route.

Mr. Vaveuax: The figure for 1943 that the government paid the Canadian
National Railways for handling the' mail was $3,459,543. During the same
period they paid the Canadian Pacific Railways $3,957,000. 1 should say that
our relationship with the post office department at the present time is quite
satisfactory and I believe will lead to more business from them when we geb
more post office cars.

Mr. Nicaorsox: Considering the number of miles you operate it would
not appear to me that you are getting your share of the post office revenue.

Mr. VaveHAN: Under normal conditions, in normal times, providing we
have the equipment available, we really should be given a larger share of the
business.

Mr. Nicrorson: You ought to have the additional equipment available.

Mr. VaveaAN: We hope to.

The CualrMAN: Statistics of rail-line operation; transportation service;
work service; employees and their compensation:—




Locomotive Drawn
Motor Unit Cars

STATISTICS OF RAIL-LINE OPERATION

TRANSPORTATION SERVICE

Frei
1943

44,871,187

1942
42,720,204

44,871,187

42,720,204

44,894 433
2,505,669
'989,627
3,622,691
15,708,505

42,742,362
2,222,053
957,228
3,063,046
14,762,717

67,720,925

64,247,406

Loaded Freight Cars
Empty Freight Cars ceee
Passenger Coach and Combination Cars
Sleeping, Parlour and Observation Cars

Motor Unit Cars

1,191,596,101
515,077,717
7,873,984
648,991
67,471
8,384,319

43,896,849

1,138,327,325
520,532,110

41,750,504

1,767,545,432

1,719,773,650

Locomotive Drawn
Motor Unit Cars

WORK SERVICE

Train Miles
3 1942
1865,186 1,546,974
...... 130
1,865,186 1,547,104

ONIddIHS ANV SAVMTIVY

Locomotive Miles
1943 1942

1€1
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STATISTICS OF RAIL-LINE OPERATION—Continued
1943 1942
Average mileage of road operated.........cccciiiiiiiiiiiianns 23,494-31 23,494-22
Ton-Miles—Train-Hours in Road Service—
Gross ton-miles of cars, contents and cabooses.............. 78,902,107,402 73,256,924,142
Net ton-miles of freight (revenue and non-revenue)........ 38,796,570,833 34,146,595,836
Train-hours in freight road service........................ 3,005,447 2,750,961
Revenue Traffic—
R OH O IR CATT I 1510 & el dra deaodss S0 h v b il W a0 ks 80,426,781 71,545,237
Ton-miles—Revenue freight........cooiieeiiiiennnnennns 36,326,990,666 31,729,325,493
0 T R e N s ARSI P AG P Y $324,899,724 $288,462,195
T 27T i e SRR e e DS A E S S S T e 34,500,731 30,363,290
TS B (2 ey SRR S R, S e LR S8 S S 3,618,808,393 2,707,890,246
ST G T AR e e e N R R R R R e e $66,891,034 $48,297,258
Average—
M leNED X EVERUC FOR . i viv L o i e s o3 4 b o v w3 e a1 Par® o 45168 443-49
Miles per revenue PasSeNger . ........c.cseeeeencssncesnnns 104-89 89-18
iREvennesSpervioR-mles s, o KU L G e S L TR $0-00894 $0-00909
Revenue per passenger-mile..........ccicovvirncecesennnn $0-01848 $0-01784
R eVeIMIE DOTI 0N Ale (2 Iiia i oh 5ok ban s S5 S e s 755 s 510 $4.03970 $4-03189
ReVOONRE Por DRSSOREED ... o d it b5 vnobbieopst T4 5o bndans ssiss $1-93883 $1-59065
Average per Mile of Road—
Ton-miles—Revenue freight. ..coeeiovictiviiniessnvaaine. 1,540,070 1,345,174
Ton-mniles—AlL FreiBb s i 8 e a i delide s A s sl 1,651,318 1,453,404
Passenger-miles—Revenue ........iccicviiiiieiecnicaiaeens ' 154,029 115,258
GTOBE TEVOIME i ste dobs b saeta's s o ke 4 48 i 0 e $18,754 16 $15,989 23
Gross expenses (including taxes, equipment, joint facility
rents and pension appropriation)..........c.civiaaann $15,279 53 $12,799 93
Net railway operating income.........c.ccceseevaranisaes $ 3,474 63 $ 3,189 30
EMPLOYEES AND THEIR COMPENSATION
1943 1942 Increase 9% Increase

*Average number of employees...... 101,126 94,592 _.6,534 6-91
5T RV | S S R R $195,555,045 $177,042,773 $18,512,272 10-46

*Includes railway, express and telegraph employees. Excludes hotel and subsidiary company
employees.

Mr. Roesuck: I see the number of employees has gone up, to 101,000 from
94,000. That means that you have broken in a very large number of new people?

Mr. VaveaAN: That is so.

Mr. RoeBuck: I know this is a small matter perhaps but, coming on the
train out of Toronto I have been on it several times now when the train is so
inhumanly hot that if it were cows we would prosecute you for cruelty to animals.
The train leaves the Union Station in Toronto coming this way in a positively
inhuman condition.

Mr. Warron: You are speaking of the afternoon train?

Mr. RoeBuCck: Yes.

Mr. VaverAN: If it is properly regulated that should not be.

Mr. RoeBuck: I put it down to poor help.

A MEMBER: Are you sure you were not on a C.P.R. car?

Mr. Roesuck: For the purpose of this occasion we will say it was a C.P.R.
car.

Mr. VaveaAN: We will have to check up our cars to see that they are
];;roperly regulated.. It may have been one of our cars or it may not. I do not

now.

Mr. Nicuorson: When your brief was presented to the Reconstruction
Committee last year you reported that you had in May of 1943 an average of

73,000 employees and here you say you have 101,000, how do you account for the
discrepancy?

= |
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Mr. Warvron: I think that is the figure for Canadian lines, only if I
remember correctly.

Mr. VaveHaN: That is the Canadian proportion. That would account for
most of the difference.

The CrarmAN: Distribution of the dollar:

DISTRIBUTION OF THE DOLLAR
Operating Revenue Dollar ~ Operating Expense Dollar
1943 1942 1943 1942

Babomr 0l s AR e e e s AT e 4116 -4302 -5589 -5591
510 ST Ll e sge o o s S -0902 <0875 -1225 -1138
Other BXpangel, . 0 iiii e hasidats Freah <2346 -2516 -3186 -3271
Total Operating Expenses ......... 7364 -7693 $1 00 $1 00
Available for Taxes and other Accounts. . -2636 . +2307 = =
JROGEL o R At e L $1 00 $1 00 $1 00 $1 00
Maintenance of Way Accounts......... -1528 -1535 <2074 -1995
Maintenance of Equipment Accounts. ... 1642 -1904 <2230 <2475
Trafic: Aceotunt it L. AL i o Ll <0128 <0144 <0174 <0187
Transportation Accounts ............. L 3619 -3716 -4915 4831
Miscellaneous Accounts ................ 10122 <0107 -0166 +0138
GeneraltAceounts’ ... o N LS N 0325 -0287 ! -0441 <0374
Total Operating Expenses.......... -7364 -7693 $1 00 $1 00
Available for Taxes and other Accounts. . 2636 -2307 v Gt
ORI e i S T L $1 00 $1 00 $1 00 $1 00

Mr. McCurrocua: We cannot change that.




OPERATED MILEAGE, DECEMBER 31, 1943

Mileage Owned by Constituent

Mileage of Lines

under Lease Mileage of Trackage Rights Total Operated Road Mileage
Companies or Contract SS_;(Jitgrs
. idings
Asmitory Ist 2nd 3rd 4th 1st 2nd 1st 2nd 3rd | 4th & | Ist 2nd 3rd | 4th & | & Yard
Main Main Main Main Main Main Main Main Main Other Main Main Main Other Tracks
Track Track Track Track Track Track Track Track Track Main Track Track Track Main
Tracks Tracks
Miles Miles Miles Miles Miles Miles Miles Miles Miles Miles Miles Miles Miles Miles Miles
Atlantic Region.............| 2,986.76 50.87 - —_ 6.41 —_ 82.95 - —_ — 3,076.12 50.87 — — 028.23
Central Region............. 7,124.66 719.11 16.04 10.81 353.13 9.31 27.85 23.30 2.13 4.10{ 7,505.64 751.72 18.17 14.91] 2,734.57
Western Region............. 11,091.01 86.24 - - 378.22 4.36 64.07 23.04 — - 11, 533.30 113.64 —_ — 2,551.03
Grand Trunk Western Lines. 956. 26 363.18 10.62 -— 9.50) P 59.75 6.33 1.36 0.99} 1,025.51 369.51 11.98 0.99 778.50
Central Vermont Lines... ... 237. 90| 0.63 - —_ 125.18 0.03 58.73 32.75 — —_ 421.81 33.41 — —_ 157.83
*Total Mileage.............. 22,396.59 1,220.03| 26.66| i 10.81 872.44 13.70| 293.35I 85.42 3.49 5.09| 23,562.38 1,319.15 30.15 15.90, 7,150.16
Linesin Canada............ 20, 987.00 855. 65| 16.04 10.81 565.43 12.56 170.48 42.90 2.13 4.10( 21,722.91 911.11 18.17 14.91] 6,052.97
Lines in United States...... 1,409.59 364.38 10.62 —_ 307.01 1.14 122.87 42,52 1.36 0.99] 1.839.47 408.04 11.98 0.99] 1,097.19

*Separately Operated Lines (Gasoline Electric and Electric) not included.
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The Vice-CmAmrman: Is the small increase due to the lengthening of the
sidings?

Mr. VaucHAN: The sidings are not in here except in the last paragraph.

Mr. EmmErson: That 928-23 is mostly due to the length of sidings.

Mr. VaucHAN: Yes, increases in tracks in yards and extensions of the
sidings.

Mr. EmmersoN: Would not the most of that be due to the new system
used in certain sections?

Mr. VaveHAN: You are referring to the centralized traffic control?

Mr. EmMERSON: Yes.

Mr. VaueHAN: That did not increase the length of trackage to any extent,
but we have put a lot of additional tracks in places like the Moncton yard and
the Truro yard and Halifax yard and the Rockingham yard, and we have
extended a great many sidings, lengthened them out so that they will take a full
train.

Mr. EmMERsoN: There were some large extensions on the sidings at the same
time.

Mr. VaveeAN: There was a rearrangement of some tracks in connection
with the centralized traffic control.

Mr. McCurrocu: I move, Mr. Chairman, that the report be adopted.

Mr. EmymERsoN: I second that.

Motion agreed to.

The Vice-CuamrMaN: Now we have the report of the Canadian National
Steamships Limited at page 3.

Mr. VAUGHAN:

On behalf of the Directors, I beg to submit the Annual Report of Canadian
National (West Indies) Steamships, Limited, for the calendar year 1943.

Increase or
: 1943 1942 Decrease
Operating revenues...... +..$4,492,188 94 $5,600.,496 25 $1,108,307 31 19-79%
Operating expenses......... 3,188,578 72 4,380,852 94 1,192,274 22 27-22%
Operating profit............ $1,303,610 22 $1,219,643 31 $ 83,966 91

Details of the operating revenues and operating expenses are given in the
accounting statements accompanying this report.

Out of the operating profit.for the year there has been paid $521,700 for
bond interest and exchange, also $343,072 for interest on Government Notes and
Advances, leaving an income surplus for the year of $438,837, which will be paid
to the Government to be applied against interest arrears.

The operations of the Company were again affected in marked degree by
wartime conditions. The Directors record their thanks to the officers and em-
ployees for splendid services rendered under abnormal and trying conditions.

The Vice-CHAIRMAN: Are there any questions?

Mr. RoeBuck: Does this mean that you have a decreased revenue—a
decreased operating expense and an increased profit?

Mr. Vaveuan: Yes.

Mr. Roesuck: That looks pretty good on its face.

The Vice-CuamMman: Consolidated balance sheet.



CONSOLIDATED BALANCE SHEET
At 31sT DECEMBER, 1943

ASSETS
Investments:
T REERTIRE S o Lo s o osa de gt el s ... $5,805,632 17
Plant and Equipment........... SRS 8,273 78
Office Furniture and Fixtures......... 17,555 85
Current Assets:
Cash 'in. Banksgos ot odan $1,312,666 41
Special Deposits.......... 7,600 00
—_— $1,320,266 41
Accounts Receivable.,,..,...cccovvvnees 1,052,174 98
ARORTE- SV AT ek e e AP LR M e 545,924 95
Inventories of Stores and Supplies..... 20,366 78
Advances to Captains, Crews and Agents 120,055 64
Due from Underwriters.............. 73,676 37
Due from Insurance and Replacement
Xied o e Ao i Ry AL et e AT 235,987 56
Insurance and Replacement Fund...........c.viivuvnnn.
Disconnt on Capital Bhoeks .« viias sat o iosie vt sison
B had Heted D e By e i s s s e B s e o 1t v e a

$ 5,831,461 80

3,368,352 69
6,415,750 11
40,000 00
10,068 36

$15,665,632 96

LIABALITIES

Capital Stock:

Authorized and issued 400 Shares of $100 each......
Funded Debt:

25 Year 5% Dominion of Canada Guaranteed Gold

Bondarue s LB L i aiie s ot dbs s A B F €

Dominion of Canada Account:

Notes Payable Secured by Mortgages on

WBERIAR T Ot G o BRls G ey s S T $ 933,071 83
Advances:
GBI B Gl e s vt $ 549,096 08
Working Capital.. .. 450,000 00

DEBOIEE oo s« 2e e ss i 5,059.960 94
—_— 6,059,057 02

Interest Accrued Unpaid.............. 138,419 83

Current Liabilities:
Dominion Gf BaNATANT: Lo sveneis doists i s
AccointBlL Bayable. , v, «5auie s sahss coon
Interest Matured Unpaid.............
Unmatured Interest Accrued.......... 156,666 67
Passage Money paid in Advance....... $

Unadjusted Credits
Uncompleted Voyages—Suspense
Accrued Depreciation
Insurance and Replacement Reserve....................
Profits and Loss:
Deficit at 1lst January, 1943..........
Surplus for year 1943

$9,780,285 5}
438,837 28

Note.—A reserve has been provided fer pension con-
tracts in force under the 1935 contractual plan,
but not for pensions conditionally accruing.

CERTIFICATE OF AUDITORS

We have examined the books and records of the Canadian National (West Indies) Steamships, Limited and Subsidiary
Companies for the year ended the 31st December, 1943, and we certify that, in our opinion, the above Consolidated Balance
Sheet is properly drawn up so as to exhibit a true and correct view of the affairs of the Steamships as at the 31lst December,
1943, and that the relative Income Account for the year ended the 31st December, 1943, is correctly stated.

10th March, 1944,

GEORGE A. TOUCHE & CO.,
Chartered Accountants.

$ 40,000

9,400,000

7,130,548

2,684,386
77,233
192,630
2,526,552
2,955,729

9,341,448

$15,665,632

T. H. COOPER,
Comptroller.

00

00

86
34
48
40
46

96
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Mr. HansoN (Skeena): How many boats did you operate last year?

Mr. VavgaaN: We have not shown the number of boats in here or their
routes. They are operated really under the control of the navy. We, of course,
find our own cargoes and do the actual operation of the boats, but the routes they
travel are spemﬁcd by the navy. We have up to the pre~ent time in the West
Indian trade something in the neighbourhood of; I think, a dozen boats of
which, six are Park Steamship Company boats which were built by the govern-
ment and which were given to us on the same basis as they are given to the other
steamship companies. We get a small management fee for handling those boats
and commission on the freight.

Mr. Emmerson: With regard to accounts receivable, there seems to be a
large amount; why should that be so?

Mr. VauveHAN: We can give you particulars of that, I think.

Mr. Roesuck: Is $1,000,000 high in a $15,000,000 take?

Mr. NicuoLsoN: The government is pretty slow in paying sometimes I
guess.

Mr. VaveHAN: I may say in response to that that a large amount of that—
about $710,000—is owed by the Department of National Defence for use of the
hospital ship Lady Nelson and the Lady Rodney—the two Lady boats which
are chartered by the government.

Mr. NicuoLson: The account should be all right, I suppose.

The Vice-CHAIRMAN: And the last statement is Consolidated income account.
Are there any questions on that?

CONSOLIDATED INCOME ACCOUNT

1943 1942
Operating Revenue—

Rrei gl o ok ol b Lon sl D a¥aliebe o oe sl TR e $3,503,027 22 $4,561,640 65 °
g T R g e O O R S SN V| R AR at L ot 13,295 52 299,799 47
VEECe A EOMA Rl i e e s et et B ST s LYo 112,282 25 136,086 63
BUDRIGILR o el P i s vanta o afeTolt o et i v Sie S M a B e 172,770 00 192,520 40
Ghardertt st B ELalie gt I e s Dol e N WS e 690,813 95 410,449 10

TEHCRLL IS Soran d cah S st S st WAC Fhve TR of T S $4,492,188 94 $5,600,496 25

Operating Hepenses—
Closed VOYAZES. ...vnvvueunnns

$2,740,371 98 $4,075,697 83
Depreciation on vessels........

239,362 63 160,633 57

Management and office salaries. 99,191 17 103,654 17

PoDBIOND. i tdidtse s viaak masnb e “81,470 68 34 15

005 ot v o1 R AT SNl S PR Mg 0 e ST e A S 28,182 26 41,001 52

é ioor ) SRR S B SO S AL NS, (e e (ST S, L £t $3,188,578 72 $4,380,852 94

Operatingipiotit LU Al o e e N o $1,303,610 22 $1,219,643 31

Interest on bonds held bv BB i o e e e Do) ek e 470,000 00 470,000 00

Exchange o8- T1i8: TURAR. « = vaips ohm S5 s ot s s s era s s 51,700 00 ?%figg gg
Amortization of dlscount OO 2 5 Bl Tl d e § s n @ a A B st e e e

Interest on government notes and advances.................... 343,072 94 346,701 38

2 by dhr T MNTINEE LS E  IS  SR  S R R R S ER BE $ 438,837 28 $ 273,879 93

Mr. Hansox (Skeena): I move the adoption of the report.
Mr. McCurrocH: I second the motion.

Motion agreed to.

The Vice-CuAlRMAN: The committee will adjourn until 4 o’clock to-morrow
afternoon. -

The committee adjourned to meet Wednesday, March 29th at 4 o’clock p.m.
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RerorT T0 THE HoOUSE
Fripay, March 31, 1944.

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

SECOND REPORT.

Your Committee has considered the following items of the Estimates for
1944-45 referred to it on March 21, 1944, and gives its approval to same,

namely:—

Vote No. 387—Maritime Freight Rates Act—Canadian

INgtional: Rall WAy a g i i sRht il it o s $3,500,000.00
Vote No. 388 —Maritime Freight Rates Act—Railways

other than'Canadian National. ... ... . ..o ic.. 900,000.00
Vote No. 408—Canadian National (West Indies) Steam—

ships Limited, capital advances....... ... .voo.ves.. 20,000.00
Vote No. 409—Prince Edward Island Car Ferry and

Terminals—Defieib “1OA T i or i s s i Jiis il vy 564,200.00
All of which is respectfully submitted.

J. P. HOWDEN,
Chairman.
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MINUTES OF PROCEEDINGS

WEeDNESDAY, March 29, 1944.
(5)

The Standing Committee on Railways and Shipping owned, operated and
controlled by the Government met this day at 4 o’clock. Mr. J. P. Howden,
the Chairman, presided.

Members present: Messrs. Donnelly, Emmerson, Hanson (Skeena),
Harris (Danforth), Howden, McCulloch, Maybank, Michaud, Nicholson, Parent,
Roebuck, and Sanderson (12).

Mr. R. C. Vaughan, Chairman of the Board of Directors and President of
the Canadian National Railways was recalled.

With the consent of the members, the Committee reverted to the Canadian
National Annual Report and Mr. Harris filed a series of eight questions.
Mr. T. H. Cooper being recalled supplied forthwith replies to numbers 1, 5 and 8.
(See minutes of evidence to this day’s.)

Mr. \"aughan agreed to forward at a later date answers to the remaining
five questions for the information of each member of the Committee.

The Committee then proceeded to consider the Canadian National Rail-
ways and Canadian National (West Indies) Steamships Limited Financial
Budget for the year 1944. Witness was interrogated and on motion of Mr.
McCulloch, this budget was adopted as presented.

The Canadian National Railways Securities Trust Annual Report for 1943
was presented and adopted on motion of Mr. Maybank.

The following items of the Estimates for the year 1944-45 were considered,
namely:—

Vote No. 387—Maritime Freicht Rates Act—Canadian

National VRaTIWaNS . . r b e il ol o s w3 e et ey $3,500,000.00
Vote No. 388—Maritime Freight Rates Act—Railways

other than Canadian National......... . ... 0.0 0. 900,000.00
Vote No. 408—Canadian National (West Indies) Steam-

ships Limited, capital adyances......... i .o o, 20,000.00
Vote No. 409—Prince Edward Island Car Ferry and

Terminals—Deficit 1944 .. ... ..o liiiiinduiie s, 564,200.00

On motion of Mr. Donnelly, the above-mentioned items were approved.

Messrs. Vaughan, Cooper, Walton were retired.

Mr. Vaughan thanked the members of the Committee for the kindness
afforded him and his assistants in the course of his deposition.

Mr. G. A. Matthews, of George A. Touche & Company, auditors, was
called. He read the Canadian National Railways System Auditors’ Report
for 1943, and following his examination, the said report was approved on
motion of Mr. Roebuck.

v



STANDING COMMITTEE

Mr. Matthews was retired.

The Chairman expressed the appreclatlon of the members of the Com-
“mittee to the officials of Trans-Canada Air Lines, Canadlan National Raxlways,
Department of Transport and to Mr. Matthews.

At 545 p.m., the Committee adjourned at the call of the Chair.

ANTONIO PLOUFFE,
Clerk of the Committee.
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MINUTES OF EVIDENCE

House or Commoxs,
March 29, 1944.

The Standing Committee on Railways and Shipping met this day at 4
o'clock p.m. The Chairman, Mr. J. P. Howden, presided.

The Cuamrman: I see that the committee made good headway in the
chairman’s absence last night, for which I am very glad. I believe that the
report of the Canadian National Railways was dealt with last night; but one
member of the committee, Mr. Harris, has a matter to put before the com-
mittee in conneetion with the Canadian National Railways report. 1 think
it would be the wish of the committee that we ask Mr. Harris to proceed now.
Then we shall go ahead with something else.

Mr. Harris: Thank you very much, Mr. Chairman. The expedition and
despatch with which you disposed of the Canadian National Railways report
is something which might receive commendation in some quarters and perhaps
not so much in others. Since the inception of this committee, I do not know
when a chairman was able to get through such a gigantie task with such speed.
Your kindness in allowing me to ask one or two questions is greatly appre-
ciated, sir, and I assure you that in the answers to the questions I am going
to ask, the work of the House of Commons will be expedited as well. Other-

wise these questions would have gone on the order paper and cluttered up the.

work in another place. Before asking these questions, I should like to ask
first for a breakdown of the refunding measure, which is on the order paper
of March 28, item number 12, “to provide for the refunding of matured, matur-
ing and callable financial obligations of the Canadian National Railways and
for the issue of securities guaranteed by the Dominion of Canada in respect
of such refunding to an aggregate principal amount not exceeding $200,000,000.”
We understand pretty well what they are, but it would facilitate matters if the
officers here could tell us more precisely what securities, what maturities and
callable obligations are being refunded. That is the first question.

Mr. VaveuaAN: All right. Mr. Cooper will give you that.

Mr. Coorer: In 1944 there is an issue of Canadian National 3 per cent
nine-year bonds, maturing May 1, 1944, for $35,000,000. There is an issue of
2 per cent, seven-year bonds, which matured on February 1, 1944, of $15,500,000.
There is an issue of 5 per cent Canadian National forty-year bonds which are
callable in 1944, amounting to $56,704,000; a total of $107,204,000. In 1945
we have no maturities. In 1946 we have the Canadian Northern 61 per cent
sinking fund bonds due on July 1, 1946, $23,754,000 and Canadian National
Railway 2% per cent, seven-year bonds which mature January 15, 1946,
$15,000,000; a total of $38,754,000. There are no maturities in 1947 nor in
1948. So that total maturities in the nekt five years, including 1944, amount to
$145,958,000. '

Mr. DoxnxeLLy: There was one issue you referred to which is not due but

is callable.
Mr. Coorer: Yes.
Mr. Doxnerny: What is that? When is that due?
Mr. Cooper: The issue is Canadian National Railways 5 per cent, forty-
year guaranteed bonds.
Mr. DoxnerLLy: When is that due?

L]
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Mr. Coorer: The date of maturity is July 1, 1969, but it is callable in
1944. We can call it. If we call it, we have to pay a premium of 5 per cent.
It has not been decided yet whether it will be called or not. So that, Mr. Harris,
the maturities in the next five years amount to $145,000,000. In 1938 we had
a Refunding Act of $200,000,000, and of that we have used up to the end of
1943 about $150,000,000.

Mr. Hagrris: Have you still power to negotiate on the balance of the
1938 Act, the $750,000,000 balance, or is that out?

Mr. Cooper: There is approximately a $50,000,000 balance, yes.

Mr. Hagris: The total excess that you have, by way of legislation over
and above what you actually require, is $50,000,000 from the 1938 Aect and
$55,000,000 when this resolution goes through. Is that right?

Mr. Cooper: I am sorry, but I did not quite catch that.

Mr. Harris: Did I understand you to say that you have about $50,000,000
left over from the 1938 authority?

Mr. Coorer: Yes.

Mr. Hagris: Is that still in your hands, that authority?

Mr. CoopPER: Yes.

Mr. Harris: Then when this bill goes through, you will also have an addi-
tional $55,000,000, in addition to the 1938 $50,000,000?

Mzr. Coorer: We shall have $50,000,000 under the 1938 Act and we shall
have $200,000,000 under the 1944 Act.

Mr. Harris: The $200,000,000 will be dissipated to the extent of $145,000,000.
You have that earmarked now?

Mr. Cooprer: Well, some of the 1944 maturities will be taken care of under
the 1938 Act.

Mr. Harris: Some will be taken care of under the 1938 Act?-

Mr. Cooper: Yes.

Mr. Harris: So that you are really projected through for the next six or
seven years?

Mr. Cooper: Yes.

Mr. Harris: Mr. Chairman, I should like to make this deposition. The
railway company, in my opinion, should be free to negotiate some of these
securities which are carrying very heavy rates of interest, where perhaps the
holder of the security is desirous of liquidating the said security. At the same
time I make this observation in the case of securities that probably have not
got the backing which would be considered 100 per .cent. The officers are
charged with the responsibility of making the best possible deal on such
securities. What I am thinking about is that undoubtedly some of these securi-
ties are on parts of the railway lines or on parts of the railway assets which
themselves are not a 100 per cent asset. They probably carry, on the other
side of the books, liabilities. If they were put through the wringer, as the
expression is, they might be bought back in at a much lower price. I think
the company ought to be free to negotiate and clean up as many as possible
of those 5 per cent and 6 per cent—some more than 6 per cent—securities that
presently appear on your balance sheet.

Mr. Vaveaan: That, of course, is very good advice, and we are proceeding
as opportunity offers along those lines. We have up now with the Department
of Finance the question of refunding that $56,000,000 issue. It was not callable
until 1944, but it can be called in any six-month period. We are now negotiating
a rate of interest to refund that, but we have not arrived at a definite conclusion
as yet.

e et
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Mr. Harris: While these rates are so low.

Mr. VaugHAN: That is quite true.

Mr. Harris: I would say, speaking personally, that now is the time to clean
up a lot of them.

Mr. VaueHAN: Yes.

Mr. Harris: Mr. Chairman, the other questions I had in mind were ques-
tions which would ordinarily have gone on the order paper. The other chamber,
as we all know, has a very heavy agenda. The source of the information is in
those who appear before us now. I will run over the questions, and with
regard to any of them which the officers presently here are able to answer
without too much research, I would appreciate having those answers go on the
record. It will avoid the necessity of cluttering up the work of the other
chamber.

I have already supplied the management with a copy of the questions, and
I will run over them rather hurriedly, or in order to save time, if you wish it, I
will hand the copy in to the reporter.

Mr. VaveHAN: T would suggest that you give a copy to the reporter. We
have one here. There are some of the questions we can answer here and we
shall be glad to do so. The others would take a long time to prepare.

Mr. Harris: Yes, I understand. If that meets with your approval, Mr.
Chairman, I shall be glad to follow that procedure.

The CHAIRMAN: Quite so.

Mr. Roesuck: What is the general tenor of the questions?

Mr. Harris: The general tenor of the questions, Mr. Chairman, is as to
what railway systems or companies were taken over by the C.N.R. and at what
date did the C.N.R. commence operations, what amount was paid in cash, in
guaranteed bonds and so on. That is the tenor of the questions. It is a
matter of expediting it. If the chairman felt disposed to rule it out of order,
it would mean putting them on the order paper.

Hon. Mr. Micuaup: I agree with the procedure suggested.

The Cuamrman: I think that is a good idea. I think it is a good idea to
get it cleared up. :

Mr. Harris: Then I will hand a copy of the questions to the reporter.

Mr. Hansox (Skeena): Will the answers appear in the record too, Mr.
Chairman?

The CramrMAN: Mr. Cooper is going to read the questions and answers.

(The questions referred to by Mr. Harris follow.)

1. At what date did the Canadian National Railways commence operations?

2. What railway systems or companies were taken over by the C.N.R.

and what other subsidiary companies, steamship, hotels, telegraphs,
ete. were taken over?

3. What was the total cost to the Canadian National Railway system in

each case? ;

4. What amount was paid in each case—

(a) in cash
(b) in guaranteed bonds
and (¢) otherwise?
5. What is the total amount advanced to the Canadian National by the

government of Canada—
(a) in cash out of Consolidated Revenue Fund,

(b) by special appropriation bills,
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and (¢) by new securities, such as guaranteed bonds, debentures, stocks,
ete.

from da’te of inception to December 31, 1942?

6. What were the deficits or surpluses each year to 1942—
(a) on operation, .

and (b) after paying interest and other charges?

7. What was the total mileage of railway of all the companies taken over
by the Canadian National system?

8. What was the total mileage of railway under operation by the Canadian
National system on December 31, 19427

Mr. Coorer: There are eight questions, and I think we can give now the
answers to three of them. As to the remaining questions, it would take a con-
siderable time to develop the full answers required. Question 1 is, “At what
date did the Canadian National Railways commence operations?” I think the
answer to that would be January 1, 1923.

Question No. 5 is “What i1s the total amount advanced to the Canadian:
National by the government of Canada (a) in cash out of Consolidated Revenue
Fund; (b) by special appropriation bills, and (¢) by new securities, such as
guaranteed bonds, debentures, stocks, ete., from date of inception to December
31, 1942.”

The information necessary to answer that question is given as an appendix
to the public accounts in accordance with the Canadian National Railways
Capital Revision Aect of 1937.

Question 8 is, “What was the total mileage of railway under operation
by the Canadian National system on December 31, 1942?” The answer given
in our report for 1942 is 23,560 miles.

Hon. Mr. MicuAup: That answers three of the eight questions.

The Cramrman: Mr. Harris, I understand you would like the answers to
the other questions to go on the record?

Mr. Harris: I think it would expedite things, and save a lot of fussing
elsewhere. ,

The CuAmrMAN: Is that possible? Can we get the answers to these other
questions so as to incorporate them in this record?

Mr. Harris: I will amend the questions in any way you say, in order to

avoid a lot of unnecessary research. \

Mr. Cooper: It will undoubtedly take considerable time to prepare the
answers to these other questions. I think all we can do at the present time is
to promise to do our best.

Mr. Hagrris: You can generalize.

Hon. Mr. Micuaup: You would be satisfied with having the questions as
soon as possible, Mr. Harris?

Mr. Harris: Yes. I think it is much easier to do it here than have the
minister do it in the other chamber.

Hon. Mr. Micaaup: All right.

Mr. McCurrocu: Will that hold up the printing of the record?

The CramrmaN: It might go in as an appendix, I suppose. I do not know.

Hon. Mr. Micuauvp: No. It would hold up the printing of the proceed-
ings of this committee if we had to wait until the replies were ready in order
to complete the record. We shall have the questions on the record. You will
be satisfied to have the answers whenever they are ready, Mr. Harris?

Mr. Harris: Yes.
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Mr. DonNELLY: You could send a copy of the questions and answers to
each member of the committee.

Hon. Mr. Micaaup: All right. That is agreed.

The CrmAmrMaN: All right, Mr. Vaughan. Shall we proceed with the
budget?

Mr. VaveHaN: Very well.

CANADIAN NATIONAL RAILWAYS

Summary of Financial Requirements for the Year 1943 Compared with Amounts
Budgeted. also Proposed Budget for the Year 1944.

Page 1943 1943 1944
No: Budget Actual Budget
Operating Budget
Cagh SurPIab e § et 2 e s crit s NaAd o1 2 $25,000,000 $35,639,412 $30.000,000

Mr. Harris: Is it your purpose to question as we go along, Mr. Chairman,
or shall we come back?

Mr. VaveHAN: Just as you wish.

The Cuamrman: Mr. Vaughan is prepared to answer any questions.

Mr. Harris: I should like to know what the management proposes to
do with their surplus in the year 19447

Mr. Vaveaan: We would hand it back to the government, the same as
we have done each year that we have had a surplus.

The Crammmax: Gentlemen, I may say that I am a little bit deaf. It
does not matter about me, but I faney that other members of the committee
are having difficulty in hearing the proceedings. I should like to appeal to
the members to speak a little louder, if possible.

Mr. RoeBuck: There must be some comment to be made in a general
way, I should fancy when we see a budget of $25,000,000 for 1943 and an
actual expenditure of $35,000,000.

Mr. McCurroca: No. That is gain.
Mr. Vaveaan: That is $15,000,000 better than we budgeted for.

Mr. RosBuck: Perhaps we had better wait until we get the whole thing.
We will understand it better then. '

Hon. Mr. Micuaup: Yes.

Mr. RoeBuck: All right.

The CuamMaN: Go ahead then, Mr. Vaughan.
Mr. VaveHAN: Very well. ~ Continuing:

Page 1943 1943 1944
No. Budget Actual Budget
Capital Budget :
Additions and Betterments .............. 3 12.200,000 $ 4.103,569 $18,611,500

Mr. Hagris: On that question, how much of that will be indented from
the Department of Munitions and Supply?

Mr. VavcaAN: That is a very difficult question to answer.

Mr. Harris: How much was indented for the year 1943?

Mr. Vaveuan: Have you any figures to show what amount of money
we collected from the Department of Munitions and Supply in 1943?

Mr. Harris: I understand they are making box cars for you.

Hon. Mr. Micuauvp: No.

Mr. Vavcuan: None of the eapital budget of course, is collected from
the Department of Munitions and Supply. 3

Hon. Mr. Micuavp: The Department of Munitions and Supply does not
make any box cars for us. :

Ik
8
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Mr. VauveHan: No.
Mr. Harris: I am sorry. I cannot hear that.

Mr. VaveaaN: The Department of Munitions and Supply has nothing
to do with our equipment or our box cars.

Mr. Harris: Quite so: But they are doing work for you now.
Hon. Mr. Micuaup: No.

Mr. Vaveaan: No. I do not think the Department of Munitions and
Supply are doing any work for us. We are doing plenty of work for them.

Mr. Harris: Right. They are not doing any for you?
Mr. VaucuraN: No.

Mr. Harris: Do you indent on them for any equipment of any con-
sequence?

Mr. VaueHAN: No, sir.

Mr. Harris: There is some confusion there.

Hon. Mr. Micaaup: Except for priorities.

Mr. Hagris: I do not mean that. I mean the actual article itself.

Hon. Mr. Micaaup: No.

Mr. Wavron: There is the munition works.

Mr. VaucHAN: There is a company, Mr. Harris, known as National Rail-
way Munitions at Point St. Charles which is purely a government-owned
company.

Mr. Harris: Right.

Mr. VaveaAN: Which we operate on a free basis for them.

Mr. Harris: Yes. That company is doing work for the Canadian National
Railways system as well as for the Department of Munitions and Supply?

Mr. Vaveuan: No, sir. It is not doing any work for the Canadian
National Railways. On the other hand, the Canadian National Railways is
doing work in its shops for the Department of Munitions and Supply.

Mr. Harrrs: Yes. I understand that.

Mr. NicHorsox: Were the men employed in this munitions branch included
in the total number of employees you gave yesterday?

Mr. VauvcHAN: No.
Mr. NicuorsoxN: You have some of your regular employees transferred?

Mr. VavcHAN: Some went over to the National Railway Munitions, when
the plant started.

Mr. NicuousoN: You protect their seniority, do you not?

Mr. VaugHAN: Yes.

Mr. NicuoLson: Have you any idea as to how many that would be?

Mr. VaveuAN: I would say there would probably be 100 of our men there.
Mr. Wavron: Yes; between 100 and 120.

Mr. Nicuorson: Of your permanent employees.

Mr. Warron: On loan to munitions.

Mr. Harris: There are some crown companies producing box cars and
some other railway equipment at the present time.

Mr. VaveHAN: I do not think so. The only companies producing railway
equipment are the Eastern Car Company of New Glasgow, which is owned by
the Dominion Steel and Coal Company; the Canadian Car and Foundry Com-
pany, and the National Steel Car Company at Hamilton. The producers of
locomotives are the Canadian Locomotive Works at Kingston, the Montreal
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Locomotive Works at Montreal, none of which have any connection with the
crown except to the extent that they may be doing other work for the ecrown.
Mr. Harris: I will reserve any further questions I may have.
The CrarmaN: Will you proceed, Mr. Vaughan.
Mr. VaugHAN: Very well,

Page 1943 1943 1944
No. Budget Actual Budget
Acquisition of Securities .............. i 3 $ 1,294,300 $ 235735 $ 1,921,000
Retirement of Maturing Capital Obliga- ;
tions, including Sinking Fund and Equip-
ment Principal Payments .............. 4 9,552,000 9,353,597 9,117,000
Less—available from Reserves for Deprecia-
tion and Debt Discount Amortization... 17,000,000 19,570,228 19,100,000
; ; $ 6,046,300 $ 5,877,327 $10,549,500
New Equipment—Hire-purchase agreement
with Dominion Government ............ 5 43,916,394 18,852,007 41,597,554
Total Capital . Budget (.o .. lavss $49,962,694 $12,974.680 $52,147.054
Statutory Awuthorization i
Trans-Canada Air Lines Capital Stock..... B VADDMDOR < s L $ 400,000

Mr. Hagrris: Would the_ presidgnt make any deposition as to the recom-
mendation made by the auditors \'\’1t.h regard to setting up a depreciation ac-
count? That is found in the auditors’ statement, probably. It deposes there

that the management feels disposed to leave it until after the war and when
peace’ comes. -

Mr. VaueHAN: You are referring, I presume, to the depreciation on fixed
property.

Mr. Harris: Right—ecapital property.

Mr. VaucaaN: That has not been recommended by our auditors. We
covered that pretty fully in the annual report last year and there has been no
change since that time. We are not accruing at the present time depreciation
on fixed property; that is being taken care of by retirement accounting.

Mr. Harris: The auditors recommend, “That the adoption by the Canadian
lines of depreciation accounting for road properties, under any specific plan, be
made contingent upon the establishment by the dominion government of uniform
accounting regulations, of a mandatory character, applicable to Canadian rail-
ways. It is our considered opinion that such governmental regulations, to
which we have made reference for several years, should be established as early
as possible in the post-war period.”

Peace may not be declared for ten years. In the meantime you have high
earnings and you have an opportunity to establish this reserve account. How
would you interpret that considered opinion, “as early as possible in the post-war
period”? It is not very definite.

Mr. VaveHAN: That would require a great deal of valuation, Mr. Harris.

Mr. Harris: Quite. I understand.

Mr. VavcHAN: We have not got all our individual properties valuated.
The American railroads spent two or three hundred million dollars in doing
that, and although they had authority to put in depreciation on that account
for many vears they did not do it.

Mr. Hagrris: May I interrupt you there? TUnder the Interstate Commerce
Commission they have been doing that for thirty years?

Mr. VaveaaN: No. They have had depreciation on equipment but not
depreciation on fixed property.

~Mr. Harris: We even have not got that to the same extent as they have?
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Mr. VaveHAN: They have had authority, as I say, to put into effect that
depreciation on fixed property for a good many years and had valuations to do
that but they did not do it until this tax situation came along. That is considered
by a good many in the United States as what they eall expediency accounting.
I think that is something we will consider immediately after the war when we
have the men and facilities available to make a valuation of our property, and
we will then consider what is the desirable thing to do.

Mr. Harris: Just to close this, Mr. Chairman, I wonder if it would be
asking too much that when the statements come down another year a little bit
more be said about the policy with regard to depreciation, not only on equip-
ment, but on capital structure also?

Mr. VavcHAN: I do not know whether you had the opportunity to read
our 1942 report but it is very fully set out on page 2 of our 1942 report as to
what our poliey is and the reason for it.

Mr. Harris: What success have you had in pursuing that policy? To my
mind this clause kind of dampens the enthusiasm that was engendered in the
1942 report, this last sentence, “should be established as early as possible in
the post-war period”. That dismisses the 1942 report, as I view it.

Mr. VaucHAN: I might read just for a moment, if you will permit me, Mr.
Chairman and Mr. Harris, an extract from the 1942 report. It says:

A recent order of the commission, however, prescribes the adoption
by United States railroads, effective January 1, 1943, of depreciation
accounting for certain classes of fixed depreciable property including
buildings, stations, shops, bridges, ete., but excluding the track structure
(rails, fastenings, ties, ballast) which will remain on the retirement basis.

Mr. Harris: I understand that.
Mr. VAUGHAN:

This order will be followed by the United States lines of the system
but it is not intended at this time to extend it to the Canadian lines of the
system. The change constitutes an important departure from a long
established practice and it seems advisable to wait until the experience
of the United States carriers is available. In any event compilation of the
data necessary to permit its adoption would involve a large amount of
work on the part of the technical officers of the railway, and it is not
reasonable that work of this nature should be undertaken at this time
when there are more important things to be done.

Mr. Harris: Quite.
Mr. VaveHAN: That is the way we left it.

Mr. Harris: I am quite in accord with that, but what dampened my
enthusiasm was that they have shifted the position now from the experience of
the United States lines to the position, “as early as possible in the post-war
period”. T agree with the 1942 report.

Mr. Coorer: In the auditors’ report, Mr. Harris, they do not recommend
the adoption by the Canadian National Railways of depreciation accounting on
fixed property. What they do say is—I am reading at the foot of page 2—

In any event, we recommend that the adoption by the Canadian lines of
depreciation accounting for road properties, under any specific plan,
be made contingent upon the establishment by the dominion govern-
ment of uniform accounting regulations, of a mandatory character,
applicable to Canadian railways. It is our considered opinion that
such governmental regulations, to which we have made reference
for several years, should be established as early as possible in the
post-war period.
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I believe that what the auditors there are recommending is uniform accounting,
and the adoption of the depreciation accounting should be contingent upon the
adoption of uniform accounting.

Mr. Harris: I quite agree with that. What I did not like was that it
should be established as early as possible in the post-war period. If you put a
period after “several years” why the report is in order and we will meet the
problem each year until we get somewhere on it.

Mr. VaucHAN: That question-of uniform accounting has been up for a
great many years, but we have not been able as yet to make very much pro-
gress on it,

Mr. Hagrris: Quite, it is a big problem.

The CramrMAN: Proceed, Mr. Vaughan, please.

Mr. VaucuaN: Total capital budget, 1943, $49,962,694; 1943 actual $12,-
974,680; 1944 budget, $52,147,054. Statutory authorization, Trans-Canada Air
Lines capital stock, $400,000, 1944, $400,000. :

The next page is a comparative statement of net income results for the
years 1943 and 1944 which is a breakdown of the first item on the first page of
the statement I have just read. Would you like me to read this, Mr. Chairman?

The CrARMAN: It is up to the committee.

CANADIAN NATIONAL RAILWAYS
Comparative Statement of Net Income Results for Years 1943-1944

1943 1943 1944
Budget Actual Budget
Net Income Resulis
Operating Revenues, excluding 207 contribution,

MP R Aet, il iR S St o L et $395,025,000 $435,783,047 $417,140,000
Contribution drom Government under Maritime

Freight Rates Act (20%) .+ 'ccvvsiiavaisiai 4,500,000 4,140,863 4,000,000
Government Share of Operating Account, P.E.I.

Car Ferry and Tetminals. . . o0 (00 i 475,000 692,045 560,000
Total Railway Operating Revenues............... 400,000,000 440,615,955 421,700,000
Railway Operating Expenses.......cuccoeesion... 311,500,000 324,475,670 333,200,000
Net: Operating RevVenue. . i 4 .eiouhioesivionssios .. 88,500,000 116,140,285 88,500,000

OperatmeieREtIA- 2\ ey s S 6 77-88% 73:647 . 79:01%
Revenue appropriated for Pension Reserve...... - 19,069,000 —
Net Operating Revenue after appropriation for

Penston Beserve <l sy sl a il e s Tt 88,500,000 97,071,285 88,500,000
Other Income! . 1%l S e ) RS M U T i v 12,932,000 11,768,829 10,351,000
Net . Available for ‘Intereet. .4 (ot cii L id aTas e 75,568,000 85,302,456 78,149,000

Interest Charges 1
Interest due Public on Long Term Debt...... ... 31,268,000 30,998,196 28,191,000
Interest on Dominion Government Loans for
Capital and Refundifighs ol ilii e i ia s 19,300,000 18,664,848 19,948,000
Total Interest Charges.........ve...n ey 50,568,000 49,663,044 48,149,000
Cash @anghog 5 ot e e $ 25,000,000  $ 35639412  $ 30,000,000

Nore: The 1944 Budget includes $1,748,000 for Contribution to Deficit of I.C.R & P.E.I
Provident Fund and $100.000 for Contribution to Grand Trunk Railway of Canada Super-
annuation and Provident Fund Association.

(Page 2 carried).

Mr. Vaveuan: The third sheet is a comparative statement of capital
expenditures for the years 1943, 1944. That also is a breakdown of the figures
I have given you previously.
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CANADIAN NATIONAL RAILWAYS

Comparative Statement of Capital Expenditures
Years 1943-1944

1943 1943 1944
Budget Actual Budget
Additions and Betterments
Atlantic Region ..i.cceeeecvosicoreascinionns $ 1,369,263 $ 607.834 $ 1,281,529
Contaal ROEI0n . 2 s s sas: o st o sla 00k o bidiad e id)s 5,050,567 2,933,036 7.709.461
W eatorm TReRIOML & it s v Wi afiq il s/ om0 518 & « sva's 5 3,548,526 721.821 2,691,719
Grand Trunk Western Railroad Company ..... 363,279 26,010 909,052
Central Vermont Railway, Ine. .............. 124,909 12,244 118.854
Montreal Terminal Construction .............. 363,568 258,454 313,000
PEI Car Ferry and Terminals ............. 35,700 6.637 48,700
Subsidiary Companies .........oceedeeeeaeann 146,814 165,529 317,255
General, including Additions and
Betterments to equipment ................. 2,715,268 885,195 3,381,181
12,717,894 5.261.214 16,770,751
Bompment purchases L4 e vlide cpamet wise s 425,968 296,536 2,874,849
Equipment ,retirements ....................ll 943,862 1,454,181 1,034,100
Total Additions and Betterments
Tess=Retiremenbs ...t . vt v deiidones $ 12,200,000 $ 4,103,569 $ 18,611,500

Acquisition of Securities
Toronto Terminals Railway
Joint with Canadian Pacific Railway Co.
general Additions and Betterments —
C.N.R. proportion 50% .........¢ RN LLT WO $ EODO00 150 ol el $ 100,000

Northern Alberta Railways
Joint with Canadian Pacific Railway Co.
general Additions and Betterments —

CNR. proportion 50% ..icimmdan. s, vee 1,050.000 250,000 500,000

Debt redemption—C.N.R. proportion 50%... = «ceeeee aienn 1,210,000
Chicago and Western Indiana Railroad

Advances under agreement of March 1/36 .. 144,300 142,863 143.000

Detroit & Toledo Shore Line Railroad
Reduction in ledger value of Capital Stock,
by application of amounts of special

drvidends TECOIVE. .. s s o ideebidemis sies s s D g S 225,000 42,000
Atlantic and St. Lawrence Railroad
Rirchase “of (Capatal SEock B st ViV i s o i - e 67,872 10,000

$  1.294.300 $ 235735 $ 1,921,000

The CramrMan: Carried?

Mr. Harris: Before you carry that page will $100,000 be sufficient for the
betterment in the Toronto Terminal Railways due to the big development going
on in the industrial area of the harbour?

Mr. Vavenan: That is the figure that has been put in by the management
of the Toronto Terminal Railway as what they require for the year 1944. Tt
was gone over very carefully by our engineers in Montreal and the amount was
approved of as being a satisfactory amount.

Mr. DonNeLLY: $200,000; this is 50. per cent.

. Mr. Harris: Just for a moment I should like to make a statement and
leave it on the record. When the plans were first developed about 1917 at the
easterly end of the Toronto terminals development, namely the Don river, there
was a plan made and projected for a bridge across into the sorting yards from
the westerly side of the Don to the easterly side. Meanwhile there was a tem-
porary structure on the right of way of what is known as Keating street. They
used the temporary structure in the meantime, and that structure which was
surveyed and supposed to have gone into the sorting yards in 1917 has never
vet been built. We have been through difficult periods, we understand, but the
net result of the whole matter is that we have been using a temporary structure
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with very considerable derailments, great delays in holding up traffic, ingress
and egress to the properties to the north of Keating street, due to the fact that
the structure was not put in place where it was first proposed.

Unfortunately in February of this year the Don river caught on fire due to
oil from oil refineries in the neighbourhood. The hazard there is of tremendous
proportions for the reason that it is surrounded on all sides by oil refineries, the
Imperial Oil, British American Oil, and McColl-Frontenac. If it had really got
out of control the disaster would have been of great magnitude in that whole
area. It more or less hinges on the fact that the original intention of the
Toronto terminals was not carried out in making the proper approach to that
sorting yard. I bring it to the attention of the management. $100,000, of
course, would not begin to repair and put that in.

Mr. VaveHAN: No, that was not in contemplation.

Mr. Hagris: It would not put it in proper condition. As a matter of faet,
I think the cost to the Canadian National Railways of the fire that did happen
there on the Don river will probably -exceed even this figure here whereas if
the 1917 proper plan had been put through that might have been averted.
It is a question what was the cause of the fire. Some think it is from the
dumping of the ash cans of the engines over the bridge structure. It is a
problem as to what actually happened, but had conditions in Canada been such
that that proper betterment had been put in at the time, apart from the incon-
venience to the public due to them using the right of way of the street and
using the old temporary structure, we would have had a job which would have
facilitated the movement of freight in that area and at the same time have a
proper betterment to the system there. I mention that now, Mr. Chairman,
because in these days of rising revenues, and due to the importance of the
work which is being carried on in that great industrial area, the management
might feel disposed to give some consideration to carrying out their original
plan. I might say in the sortation yard they find it necessary each morning
to shunt their cars and use the street itself for the sortation of cars with the
result that scores and scores of employees going to their work in the morning
between the hours of seven and ten are held up. I do not want to reflect on the
crews; they do the best they can to let traffic through but they are held up.
There is a line-up there every morning. I have to traverse the same area four

. times a day when I am in Toronto so I know what I am talking about. It is

all due to not carrying out the original sorting yard idea that was blueprinted
and approved as far back as 1917. The next thing that is going to happen
there in this sortation of cars on the main highway—and it is a main highway
because it is a continuation of Fleet street—is that as sure as we are sitting
here there is going to be a serious accident in that area. I bring that to your
attention. '

Mr. VavcEAN: We will certainly look into it thoroughly. I do not know
whether you have any reports on it, Mr. Walton?

Mr. Warron: I have nothing on it at the moment. I might just add, of
course, that the $100,000 is purely the joint terminal expenditure apart from
the separate railway expenditure in the terminal.

Mr. Hagris: I quite understand that, but it was an opportunity to bring
this to your attention.

Mr. NicuorsoN: I should like to ask the president what the plans are for
construction in the western region this year. I have had some correspondence
in connection with the building of a new station at Nut Mountain, Saskatchewan.
This correspondence has extended over several years. Owing to the shortage
of material and labour the question of building a station and living quarters has
been postponed from time to time. My information now is that the house the

5070—2
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agent is living in is the only house in the community which is available for rent
and it has been sold, and as happened on a previous occasion, the agent’s family
will have to live in the nearest town. Now that materials are not quite so tight
and there are more men available in the building trades what is the policy in
connection with new building in 1944?

Mr. VaucHAN: Is there anything in our budget for that?

Mr. WaLton: I was just looking to see if there is a separate item.

Mr. VaveHAN: I remember we heard from you and we asked for a report
from our vice-president in the west. I do not recall what the reply was or
whether it was put in the budget.

Mr. NicuoLson: What is your general policy?

Mr. VaveHAN: Our general policy during the war is not to spend any
money that will use material that is needed for war purposes unless it is abso-
lutely necessary.

Mr. NicuoLsoN: How much of these items for additions and betterments
will go toward providing new stations and living quarters?

Mr. Warton: There are very few items for new stations this year.

Mr. NicaoLson: There are very few?

Mr. Warron: Yes.

Mr. NicaoLsoN: It has been pointed out that the C.P.R. were able to build
a new station in the same area where the same situation exists as far as material
and lumber are concerned. I have difficulty in explaining why the C.P.R. can
find new materials and the C.N.R. cannot.

Mr. VavcHAN: What was the name of that station?

Mr. Nicuorson: Nut Mountain.

Mr. VavcaAN: I remember the correspondence.

Mr. DoxneLLy: Has there been a station there before?

Mr. NicuoLsoN: Just a small box car arrangement, and the information I
have is there is a lot of business.

Mr. Warron: It is quite a grain shipping point.

Mr. VauveaAN: I will take that up right away.

The CuAmMAN: Carried. Next sheet.

Mr. Roesuck: Tell us what the additions and betterments to equipment
are? Is that just cars?

Mr. VaveaaN: That is cars and locomotives that we propose to order and
have delivered during the year.

Mr. RoeBuck: That is good news.

Mr. VaveHAN: Locomotives, and various kinds of freight equipment, box
cars, hopper cars.

Mr. DoxneLLY: These general additions and betterments to the northern
Alberta railway are just the same thing? You are not putting in a new railway
line there?

Mr. VaveaaN: No. We, as you know, have a joint interest in that line
with the Canadian Pacific Railway.

Mr. DoxnNELLY: You are not extending your lines at all?

Mr. VaveuaN: No.

Mr. EmMERrsoN: In the equipment for 1944 T see an item of twenty of the
Mountain type locomotives. What difference is there between that type and
the Northern. You had the Northern type in 1943?
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Mr. VaveHAN: The difference is in the wheel arrangement. The Northern
type is 4-8-4 and the Mountain type is practically the same only it has got two
less small wheels.

Mr. EmMmEerson: Is it used for express or freight?

Mr. VaveHAN: It is used for both. It is interchangeable for both freight
or passenger. It is not quite as heavy a locomotive as the Northern type.

Mr. Harris: Mr. Chairman, is there any portion of this item “general,
including additions and betterments to equipment, $3,381,181,” that might be
applied to help the generally congested conditions in the city of Toronto or must
that go through the Toronto terminals?

Mr. VaveaAN: This item here which you refer to of $3,381,181, additions
and betterments to equipment, comprises a large number of things mostly new
appliances for locomotives and cars to increase their efficiency.

Mr. Harris: What I am thinking about, Mr. Chairman, is this. As we all
know, traffic is tremendous just at the present time. In the Union station at
Toronto the service given by the employees is splendid. There is no complaint
at all. They are doing the very best they can and are doing a wonderful job.
They found it necessary to take out certain equipment that was in the station
such as benches where people could rest while they were waiting on trains, on
account of the congestion. The net result of that is that people find it necessary
to stand in line waiting for their train to be placed on the track. There was
one experience a year ago where people stood from 10.30 p.m. until 2.30 the next
morning. That was March 8th of last year. It was a condition that the rail-
way could not help because there had been a blizzard on that particular day
which froze up all the frogs and they could not get their trains placed. Three
people collapsed in the line, which is not a great number, but at the same time
the equipment was not in there where they could be laid out on benches and
they had to drag them out and put them into an anti-room. We are going to
have this crowded condition for some time, and I cannot see in the ambit of
that $100,000 where you can do much about it. I was wondering if there was
anything in this other vote of $3,381,000 where you would have access to pro-
viding some extra facilities to take care of the rush of traffic which exists at the
present time. It is a serious problem. The staff is doing its very best, but this
is a problem.that has to be faced.

Another suggestion I would make has to do with necessary traffic, and I
speak of the armed forces particularly. I think the citizens of Canada should
step aside and give preference to those who must be at their posts _t-he next
day, people who have been home on leave; and I think the general public should
step aside and take second place to the troops as is done in some parts of the
United States. Our Canadian people have not been so generous. Quite true,
the young people can stand better than some of the older ones, but T am firmly
of the opinion that many of the older ones should not be travelling. They
could just as well stay at home.

Mr. VavcHAN: I am entirely of the opinion that the first consideration
should be given to those who are in uniform, and we de so as far as we can,
but what the public do is very hard to control.

Mr. Hagrrs: I know, but T have got it on the record for public consump-
tion. With regard to the other point about equipment, what is there in that?

Mr. Harris: All the benches were taken out on account of congestion.

Mr. VaveuAN: Is it your idea that we should put some of those benches
back again? ‘ oy

Mr. Harris: Are there any rest-room facilities, or could the Toronto
terminals provide some rest-room facilities more than are presently available
for people who have to wait two or three hours?

5070—23
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Mr. Warron: I do not think there is any space left for any more rest-
room facilities than are available now, and the very reason for taking out the
settees in the lower concourse was to give as much space for people as possible.

Mr. Harris: Quite right.

Mr. Wavuron: To do anything more would appear to be a major job. I
do not know just what could be done.

Mr. Harris: Perhaps a survey might be made to find out how some little
relief could be given.

Mr. Vaveaan: We will be glad to go into the matter. I do not think
anyone could appreciate the crowded situation in the Toronto station at week
ends unless he has seen it, and you have seen it. We were afraid of accidents.
People were crowding in on top of each other and falling over these benches,
and that was the reason some of them were removed.

Mr. Harris: I agree with you.

Mr. RoeBuck: Could not the benches be put upstairs out of the way?

Mr. Warron: There are benches on the upper concourse.

Mr. RogBuck: I am thinking of the righthand side as you go in, there is
a waiting room there.

Mr. Warton: At times they fill the lower concourse and what you might
call the main one. The whole space is crowded.

Mr. NicHoLsoN: And are the people standing?

Mr. Wanron: They are there as thick as they:can be, taking up all space.

Mr. Hagris: The eastern end of the concourse is vacant practically all the
time. That might be used.

Mr. RoeBuck: That is what I was thinking of. Some space might be
found in one part or the other where you might put some benches.

Mr. VaveaAan: We will make a thorough investigation.

Mr. RosBuck: There is another phase of this matter that has some refer-
ence to what Mr. Harris has been saying. In the past when things were less
normal than they are now—because I think they are normal now; we should
always have a great deal of travel, although much of it is due at the present
time to military travel; but in the old days when there were few people on
the trains that was an abnormal picture—but in those periods we had the sale
of seats so that people could reserve seats and go down in a quiet way to the
train and thus avoid all this nervous strain of standing in line. Now, we have
abolished the chair car and the reserved seats. It was necessary, no doubt,
to abolish the chair car because the chair car was wasteful in space. But I
wonder whether it was necessary to abolish the reserved seats. We have at
the present time a number of types of cars, passenger cars, some of which are
splendid, of great capacity and very comfortable, and then these cars grade
off until you come to the old fellows that seem to have been made just after
the ark. Those ears are of wooden construction and they are dangerous and
they are very uncomfortable. Would it not be possible to re-establish the
sale of the seats? Perhaps you could sell the better ones first and grade down
as your quality of car decreases in value and comfort. Why would it not be
possible to sell a man a seat rather than ask him to stand in line for hours to
get a seat?

Mr. Vaveuan: That has been a question which has been under much
consideration and we have studied it from every angle. Before, as you know,
we did reserve and sell seats only in parlour cars; we have never sold seats at
any time in what we call first-class coaches.

Mr. Roesuck: No, but they are doing that in the United States.

Mr. Vaveuan: Yes, on some of their trains they are doing that.
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Mr. Roeeuck: On the Empire State Express they are doing it.

Mr. VaveHAN: Yes, it can be done much easier where you have a through
train, but where we have a lot of passengers getting on and off at intermediate

points we would have to hold certain seats for passengers getting on at inter-
mediate points. :

Mr. RoeBuck: In big trains like these you could put people in certain cars
just as well as you can spread them through all the cars.

Mr. VaveuAN: Yes, except that if you are going from Montreal to
Toronto you would not like to see space reserved for someone to get on at
Kingston or Belleville. The cars are so crowded that we have been compelled to
use the space all the way and get the maximum occupation of them. It is a
very difficult problem and Mr. Walton and I have studied it from every angle.
We have gone into it with our passenger people, and we cannot see that any
change is practicable as applied to conditions at the present, time.

Mr. Roesuck: Of course I am not advocating giving something to the public
for nothing.

Mr. VaveHAN: I realize that.

Mr. Roesuck: I am proposing that they pay for it.
Mr. VaveHAN: Quite true.

Mr. RoeBuck: And if the service is worth while it should be paid for.

Mr. Wavrox: It would take more staff to handle, and that is a serious
point.

Mr. Rorsuck: Girls can do the selling of tickets and that kind of work
just as well or better than men.

Mr. Wavuron: We have employed a lot of girls but they need to be
broken in.
Mr. McCurrocu: That would not be fair to the ones who could not afford

to pay for those seats. They have as much right to comfort in the cars as the
ones who can pay for the seats.

Mr. Vaveuaan: We might have trouble with the troops. They might com-
plain, because they might all be huddled in one car where there was a tremendous
crowd while other people who were able to pay were occupying nice seats in
another car.

Mr. Roesuck: That applies to reserve seats any place in the country. Tt
applies to sleeping cars. Why don’t you have a rush to obtain sleeping cars
instead of selling them?

Mr, VaucHAN: We are going as far as we can to give the best facilities
possible to the public under existing conditions. That is a matter for the
Transport Controller. It was under his direction that we took the parlour
cars off, and we would have to get approval from the Transport Controller or
from the Board of Transport to charge for seats in coaches,

Mr., Emmersox: I suppose it would be out of the question to have addi-
tional trains, spaced at different times. The greatest congestion I have seen in
Toronto was at certain hours at night and in the morning. A% such times trains
are crowded. Is there any way of getting additional trains at certain hours?

Mr. Warron: Your whole train service is built up to a great extent on
connections, and the trains need to be run at approximately the times that tl}ey
are operated for the greatest convenience. Then, of course, you have congestion
at Toronto that vou do not experience at any other point, hecause it is only
at a point where vou have the traffic of two railroads combined in the one
station that this occurs.
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Mr. SanpersoN: Is not the whole problem due to the military situation.
You are doing good work—mnot only you but the C.P.R. also. The whole
trouble is that there is a war on.

Mr. VaveaAN: The congestion is undoubtedly brought about by war
conditions.

Mr. NicuoLson: There is quite a large increase in this item. Could the
president make some statement about the general situation with regard to
available materials?

Mr. VaveaAN: Which item is that?

Mr. Nicuorson: General, including additions, betterments and equipment.

Mr. Roesuck: I do not think we should end this discussion with regard to
improving conditions on the trains by simply saying that we are in a war. It is
true that we are, but that does not mean that the greatest of energy and con-
centration should not be placed on the giving of the best possible service, not-
withstanding the war. I do not bring this up as a matter of criticism.

Mr. VauveHAN: I realize that.

Mr. RoeBuck: I bring it up rather with the hope that perhaps conditions
which are not ideal might be improved.

Mr. Vavcuan: We will be glad to go 1nto that and see whether there is
anything more we can do. We certainly want to relieve the discomfort of the
travelling public as much as we possibly can. I do not believe that the Trans-
port Controller would permit us to sell seats. However, we will be very glad
to go into the matter again. "

Mr. RoeBuck: 1 suppose the greatest concentration of passengers in on
this line to Ottawa. I understand that the trains to Montreal are by no means
as badly crowded as they are on this Ottawa line. I suppose the reason for that
is that there are so many servicemen brought a part of the way and transferred
at Carleton Place to Petawawa. I wonder whether it would be possible to take
through cars to the camp instead of having them changed at Carleton Place.

Mr. Warrox: I do not know about Carleton Place, that is a Canadian
Pacific point, but we did that with regard to a number of movements. For
instance, when there is a military movement out of Kingston a section of the
3 o’clock train that leaves here for Toronto is operated separately out of
Kingston so as to take as much of the load as possible off the regular train.

Mr. RoeBuck: Had it not been for that condition, conditions would have
been intolerable on the regular trains.

Mr. Wavron: That is done in any case where equipment can be made
available and where such a condition exists. It is true that travel is extremely
heavy between here and Toronto, but I think probably Mr. McCulloch would
disagree with you that it is the heaviest point; travel on the maritime trains
is exceptionally heavy.

Mr. Roesuck: Of course, I do not know that.

The CuamrmaN: It is pretty heavy between here and Winnipeg.

Mr. Wanron: Yes, and so it is all over. It is a case of heavy traffic
everywhere.

Mr. Vaveuaax: We will go into that matter again.

Mr. NicuorsoN: Before you leave that point I would like to refer to this
item of General including additions and betterments and equipment: Are you
going to get some additional coaches this year?
~ Mr. Vaveuan: We cannot get any new passenger equipment. We would
like to get new coaches. We have applied for them but we have to get priorities
for new coaches both from the United States and Canada, as quite a few of the
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parts for passenger cars have to come from the States, and they are not allowing
passenger cars to be built either in the United States or Canada today.
The CuARMAN: Let us go to page 4.

CANADIAN NATIONAL RAILWAYS

Comparative Statement of Maturing Capital Obligations, Sinking Fund and Equipment
Principal Payments. Years 1943-1944.

1943 943 1944

1
g Budget Actual Budget
Retirement of Maturing Capital Obligations

Indebtedness to State of Michigan re Wider Wood-
ward -Avehue, Debroif S i il i et $ 430,000 $ 429,529 $ 430,000

$ 430,000 $ 429,529 $ 430,000

Sinking Fund Payments
29 Canadian National Rlys. Guar. Deb. Stock
1 '

0 R S A R SRS g i e $. 807700 K g o1R80sY § I L
49, Saint John & Quebec Rly. 1st Mtge. Deb. Stock 6,735 6,484 6,485

$ 404,527 $ 225292 $ 6,485

Equipment Principal Payments

5% Can. National Rly. Equip. Trust Series “K”.... 1,200,000 1,200,000 1,200,000
439 Can. National Rly. Equip. Trust Series “L”.... 1,050,000 1,050,000 1,050,000
239 Can. National Rly. Equip. Trust Series “0”.... 1,430,000 1,430,000 1,430,000
239% Can. National Rly. Equip. Trust Series “P”.... 500,000 500,000 500,000
239, Can. National Rly. Equip. Trust Series “Q”.... 650,000 650,000 650,000
3% Purchase of Rly. Equip. 1936 (Dom. Govt.).... 517,173 017,178 517,173
319, Purchase of Rly. Equip. 1940 (Dom. Govt.).... 991,968 991,968 991,968
33% Purchase of Rly. Equip. 1941 (Dom. Govt.).... 1,401,141 1,382,635 1,382,634
5% Cent. Vermont Rly. Inc., Equip. Trust 1929.... 124,000 124,000 113,000
5% Grand Trunk Western Rly. Equip. Trust 1929... 283,000 283,000 276,000
239 Grand Trunk Western Rly. Equip. Trust 1941.. 570,000 570,000 570,000

$ 8,717,282 $ 8,698,776 $ 8,680,775
$ 9,552,000 $ 9,353,597 $ 9,117,000

Nore—No provision has been made in the 1944 Budget for semi-annual Sinking Fund pay-
ments of $250,000 each July 1, 1944, and January 1, 1945, for Canadian Northern Railway
Company 63% Sinking Fund Bonds, as these amounts, in the judgment of the Management, will
not be required.

Mr. VaveHAN: Perhaps I should qualify what I said by saying that we
have in the budget some passenger cars but we have not been able to get

priorities on them as yet.” We may be able to do so during the year. We will
come to that later.

The CuARMAN: Page 5, new equipment under dominion government hire-
purchase agreements. Is there anything on that?

CANADIAN NATIONAL RAILWAYS
New Equipment under Dominion Government Hire-Purchase Agreements

1943 1943 1944
Budget Actual Budget

............................................ $11,703,894  $11,426,281 B

1943 Program—Original proposal included in the

Budget was $32,212,500. This program was later

revised and approved for $27,000,000, under Order

in Couneil P.C. 7721, Oct. 5, 1943..... e i e A 32,212,500 7,425,726 18,806,654
1944 Program—Orders in Council: P.C. 7722, Oct. 5,

1943,gP.C. 8996, Nov. 23, 1943, P.C. 1721, March 16,

BT 2O g e e T e S O R o = R R 92,790,900

i Purchases under Hire-Purchase
Tomﬁkgﬁgelll‘l}lle);ntinf. g UI'C .......................... $43.916,394 $18,852,007 $41,597,554
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DETAILS OF ABOVE FOR 1943 AND 1944
1941 Program

Northern type locomotives .........ccovuun

Bateais (A04on) s s A S SR T el 1,950
Box baggage cars (40-ton) ..........000unn 50
Gaondolas (Tton) e s gt vy ins s 237
2,242 11,426,281
1943 Program
Northern type locomotives ................ 23 7
Box cals (40400 51 & & in s Siatameiid s ploadins o 4 vhs 288 2,762
Blat oars! (60bon) 2 i ch diciis soanaessais s 200
Hopper cars: (T0-ton): «r. , Birsnaa st s 250 500
Freight refrigerator cars ......cc.oqceeees 100 200
661 3,669 7,425,726 18,806,654
1944 Program Proposed
Mountain type locomotives ................ 20
Box cars (40—ton§ ........................ 2,000
Orecars (02ond b i aiv i dviaats stk 250
First-class coaches (air-conditioned) ....... 50 :
Sleeping cars (air-conditioned) ............ 30 »
Dining cars (air-conditioned) ............. 10
S T N e I o R R e S YRR 25
b Oy 5 IR 22,700,900

Mr. Vavcaan: You will see under 1944 that there are some passenger cars
there.

Mr. EmMERsoN: You spoke of having difficulty in getting passenger cars
and coaches. Do you have to get some of that equipment from the United
States?

Mr. VaucHAN: Some of the parts come from the United States. Most of
the material is available in Canada. But apart from that fact whether it is for
freight cars or passenger cars, whether they are built entirely in Canada or not,
we have to get priorities from Washington as well as Canada, and the reason is
that the United States is shipping into Canada tremendous quantities of steel
every month on allocations, and they are not going to permit the steel to be
uied on box cars built in Canada or for any other purpose unless they approve
of it.

Mr. NicuoLsonN: Dining cars. I think you purchased some d1n1ng cars
for usé in the maritimes that operated a buffet as well?

Mr. VaueHAN: We converted some cars.

Mr. Nicuorson: How has that worked out? Are you planning to extend
that type of car?

Mr. VavguAN: It has worked out quite satisfactorily.

Mr. Warron: We have recently turned out a car which is partly a lunch
car and partly table accommodation. Mr. Hanson may have seen that.

Mr. HansoN (Skeena): And an observation car also?

Mr. VauceAN: Not the same as that, but an adaptation of that idea.

Mr. NicuorsoN: On the American lines they are using a type of car which
saves the use of linen and they handle more passengers.

Mr. RoeBuck: They are doing it on the T.N.O. railway; they have a
splendid system there.

Mr. VauegaAN: That is true. We are adopting these new types of cars and
the simplified services to enable us to serve people more quickly.

il
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Mr. Hanson (Skeena): You had some cars converted—mail and baggage
cars?

Mr. VaucHAN: Yes. :

Mr. Haxsox (Skeena): How many were converted in the west?

Mr. Warron: I think four.

The CHAlIRMAN: Page 6.

CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED

Comparative Statement of Net Income Results
Years 1943-1944

1943 1943 1944
Budget Actual Budget
Estimatetl Net Income from Operation
Operating: ROvEnTOs (s s ot oas.s Wi Aattes s ey daul $ 3,317,000 $ 4,319,419 $ 4,660,000
Subsidies to be received from the West Indies
Colonies in conformity with Trade Agreement
entered into with the Government of the

Domimion of Canada «..o.eitsvivssoonns i 100,000 172,770 185,000
J Total ‘Revermes << -l il Big b in g8 3,417,000 4,492,189 4,845,000
Operating BXpenBes: ... <ot ioden s siees i 2,320,000 3,188,579 3.754,000
Net Operating Income ............ 1,097,000 1,303,610 1,091,000

Interest Requirements on 5%—25-Year Bonds
issued in 1930; Principal Amount $9,400,000. . 470,000 470,000 470,000
Exchange Premium on Bond Interest ........ 52,000 51,700 52,000
Interest on Government Notes and Advances.. 347,000 343,073 338,000
b P Iohme g e i e T $ 228,000 $ 438,837 $ 231,000

Mr. Warron: This refers to Canadian National (West Indies) Steamships,
Limited.

The CramrMaN: That is the end of the budget.

Mr. McCurroca: I move that the budget be adopted.

(Carried.)

The CrammaN: Now we come to the Canadian Natmnal Securities Trust.

Mr. VaveHAN: This is pretty much a repetition of what appears on page 18
of the annual report under the heading of proprietor’s equity account.

The CrAmrMAN: That was discussed thoroughly.

Mr. McCurrocH: Yes, that was discussed yesterday.
The CHAmRMAN: Yes, that was discussed by Mr. Hanson.
Mr. Haxson (Skeena): Is this going into the record?

The CuARMAN: Yes, it will go into the record, but the contents were dis-
cussed at length by the commlttee



158 STANDING COMMITTEE

THE CANADIAN NATIONAL RAILWAYS
SECURITIES TRUST

Ortawa, 15th March, 1944.

The Honourable J. E. Micaavp, K.C.,, M.P,,
Minister of Transport,
OTTAWA.

Sir,—In conformity with Section 23 of The Canadian National Railways
Capital Revision Act, 1937, the Trustees submit the following report of the
transactions of The Canadian National Railways Securities Trust for the
calendar year 1943.

The book value of the capital stock of the Securities Trust has been increased
during the ‘year by $37,837,580.54, as shown hereunder:

Surplus Earnings of the Canadian National Railway System for the year 1943.. $ 35,639,412.23

Capital Gain on repatriation of SeCUTILIES. .. .v.uevitveneerveensnnesoneannns 2,430,284.25

: $ 38,069,696.48
Line Abandonment—Regina Freight Line Cut-off...........c.ceviiiineerennnn 232,115.94
Ket Gain ecredited, £0. Proprietor’s Bguily . s o oot et diom siteol aniare Fatl ik o aiad $ 37,837,580.54

With regard to the item of capital gain amounting to $2,430,284.25, addi-
tional repatriated securities were acquired by the Canadian National Railway
Company during the year under the following Orders in Council:

P.C. 2484 dated 28th March, 1942—repurchase from the Dominion, at the
vesting price, of the railway securities purchased by the Dominion from
the Treasury of the United Kingdom.

P.C. 2886 dated 11th April, 1942, and 7197 dated 14th August, 1942—
redemption at the vesting price of railway securities listed in but not
subject to the vesting order of the Treasury of the United Kingdom.

P.C. 6002 dated 25th October, 1940—4% Perpetual Debenture Stock issued
by the Grand Trunk Railway Company.

These transactions dealt with railway securities having a par value of
$2,229,055.80. The cost of redemption was $2,119,333.89, resulting in a capital
gain of $109,721.91 less $239.66 discount not amortized prior to date of redemp-
tion—a net of $109,482.25.

Order in Council P.C. 2484 of 28th March, 1942, also dealt with the capital
stock of the Atlantic and St. Lawrence Railroad Company. This Company
owns the railway from Island Pond, Vermont, to Portland, Maine, a distance
of 147.79 miles, which has been operated by the Canadian National Railway
Company under a 999 year lease dated 1st August, 1853. On 8th January, 1943,
the Interstate Commerce Commission issued its order authorizing the Canadian
National Railway Company to purchase the capital stock. The capital gain on
this account during the year amounted to $2,320,802. This ecapital gain
equals the excess ledger value of the assets acquired (determined in accordance
with Interstate Commerce Commission valuation proceedings and accounting
regulations) over the cost to the Canadian National of the securities controlling
such assets.

Loans for the purchase of these securities have been made to the Railway
by the Government, bearing interest at 3% per cent per annum, repayable on
demand and secured by promissory notes and by the securities so purchased.

E:‘,,‘.’a o &
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Certain securities of Companies comprised in the National Railway System
were duly paid on their respective maturity dates or when called, in so far as
they were held by the public, and the Railway decided to make arrangements
for the discharge of the underlying trust mortgages, which necessitated the
cancellation and cremation of all of the securities 1ssued under the mortgages.
Part of the securities so issued were held by the Securities Trust and application
was made to the Trust for the release, for cancellation and cremation, of the
securities so held. After hearing representations by the President and financial
officers of the railway in support of the application, the Trustees were satisfied
that the paramount interest to be served by the discharge of the trust mortgages
was the facilitation of the process of consolidation of the corporate structure of
the System and that no public interest would be detrimentally affected thereby.
The Trustees, by resolution of 24th February, 1943, authorized the release of
the undermentioned securities to the Canadian National Railway Company, for
cancellation and cremation, subject to the approval of the Governor in Council
as required by Section 21 of The Canadian National Railways Capital Revision
Act, 1937. Such approval was granted by Order in Council P.C. 4437 of
31st May, 1943, and the securities have been released, cancelled and cremated:

(a) Canadian Northern ' Railway Company 4% Debenture Stock due

23rd. January, 1939 (held as part collateral for loan made to Canadian
Northern Railway Company under the War Measures Act, 1918)...... $1,975.866.67

(b) Mount Royal Tunnel and Terminal Company Limited 5% First Mortgage
(Canadian Northern) Rent charge Debenture Stock and Bonds called for

vredemption 15th:; Octobed; LO38: 5i i s s 5ab srrs sile atsd x cuin ale Srs's Balas i+ o ubpie 5,348,466.66
(¢) Halifax and South Western Railway Company 31% First Mortgage

Debenture Bonds due 30th. September, 1942. .....c.ccutiirriieninesnnnnn 1,216,666.66
(d) Canadian Northern Railway Company 4% First Mortgage Bonds (Pas

Miagion)  due L. APl 1030 7 b it n s et s bt s e e e S e 880,000.00
(e) Duluth, Winnipeg and Pacific Railway Company 49 First Mortgage

Debenture Stock due Iat.. Jane, 1939, . ¢ vionimis s niion soind Saimsie s sia it dos 1,051,589.33
(f) Duluth, Rainy Lake and Winnipeg Railway Company 5% First Mortgage

Sinking Fund Gold Bonds due 1lst. January, 1916...........cccccuuunnn 2,000,000.00

(9) Grand Trunk Pacific Railway Company 4% Mortgage Bonds due 1st April,
1919 (held as part collateral for loan made to Grand Trunk Railway Com-

pany: nmder Vot B26 daa LY ¢ e o e s B S T S e Dt 10,000,000.00
(h) Grand Trunk Pacific Branch Lines Company interest coupons (held as part
collateral for loans made to Canadian National Railway Company)...... 1,579,490.28

(Items (b) to (f) inclusive, were held as part collateral in respect of Canadian Northern
Railway indebtedness refunded by the Government under Chapter 24, Statutes of 1917
and Chapter 11, Statutes of 1918).

The Trustees present herewith the Balance Sheet of the Securities Trust as
at 31st December, 1943.

For the Trustees,

W. C. CLARK,
Charrman.
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THE CANADIAN NATIONAL RAILWAYS SECURITIES TRUST_
Barance SHEET AT 31sT DECEMBER, 1943

ASSETS LIABILITIES
Claims for Principal o Loans— Capital Stock Owned by His Majesty—
Canadian Northern Railway......... $312,334,805.10 5,000,000 shares of no par value capital
Grand Trunk Railway..,.....i..... 118,582,182.33 stock:—Initial stated value....... $ 270,037,437.88
Grand Trunk Pacific Railway....... 116,006,599.08

Canadian National Railway Company 96,936,971.75
: —§ 643,860,558.26 Gain from transactions subsequent to

; 1st. January, 1937—per contra.... 66,643,024.83
Claims for Interest on Loans— . —_—3% 336,680,462.71
Canadian Northern Railway......... $ 309,702,897 .65
@Grand ‘Prunk “Railway. .. .00 iis. 103,250,802.95
Grand Trunk Pacific Railway....... 107,326,622.84 n
Canadian National Railway Company 54,501,313.57 =
———  574,781,637.01 bé
Transactions subsequent to 1st January, =)
1937, affecting the book value of the E
capital stock of the Securities Trust— Q
Canadian National Railway System:
Year 1943 Total to Date a
Surplus Earnings. $ 35,639,412.23 $ 64,719,007.29 ("]
Cap!t.al Gains’ ... 2,430,284.25 19,105,651.38 E
Ca.pltal Losses ... 282,115.94 17,181,633.8% g
66,643,024.83 Amount by which the book value of =
claims and interest thereon—per N
Collateral Securities— contra—exceeded the initial stated g
A PO B E A A A L . S R B R T e s e s 031 bt T e SR g B e S S e 948,604,757.39 g
$1,285,285,220.10 $1,285,285,220.10
T. H. COOPER,

Comptroller.

CERTIFICATE OF AUDITORS

‘We have examined the books and records of The Canadian National Railways Securities Trust for the year ended the 31st December, 1943.
There have been produced for our inspection the Notes and Other Evidences of Indebtedness, the Collateral Securities and the Certificate of
the Special Depositary, as set out in Schedule A.1 attached hereto.
e certify that, in our opinion, the above Balance Sheet is properly drawn up so as to exhibit a true and correct view of the accounts of
the Trust as at the 31st December, 1943, in accordance with the provisions of The Canadian National Railways Capital Revision Act, 1937.

; GEORGE A. TOUCHE & CO.,
10th MARrcH, 1944. Chartered Accountants.




THE CANADIAN NATIONAL RAILWAYS SECURITIES TRUST

SUMMARY OF INDEBTEDNESS TRANSFERRED FROM THE GOVERNMENT TO THE SECURITIES TRUST

s Loans Outstanding
CANADIAN NORTHERN RAILWAY:
Shvhichoan; Ohapter0 . LAl Ly oo o i an xvs 58 $ 2,396,099 68
49, Loan, Chapter 20 1Ry RN e S e S e 5,294,000 02
5% Loan, Chapter 4, POTEN S A R e 10,000,000 00
Loan Chapter 29 BRI s e e Tt 3 el & ik 15,000,000 00
Tempomry Loan, 1918 ROPATA P % dult g T T L e R
16% Loan, Chapter 24 L b R A e B S A R O 25,000,000 00
6% Loan, Vote 110, 1 ey e SR, P e 25,000,000 00
6% Doans. Vota 108, 19105 - fraeis it e b i 35,000,000 00
6% Loan, B g e kL B R S ST o e S 48,611,077 00
16% Loan, Vote 126 110 e R AN S, S G bl S 44,419,806 42
Y00 Lobn, Vot 188 BORD 5w . 55 s S SRS e s 42,800,000 00
6% Loan, War Measures_Act, L R I A o i LN 1,887,821 16
16% Equipment Loan, Chapter 38, 1918 ............... 56,926,000 82
Indebtedness refunded by Government under Chapter
24, 1P vand Chapter L L TR 55 Cor o e 8 RiT e sy ok, % (e 4 S5
tMortgage covering loans above ................ C R e A L
MTotal Canadian Northern .....ci...ceiiineieesen $312,334,805 10
GranND TRUNK RAILWAY:
0% Lo, S Note E78: - 1000 2 i isT e e m e s s $ 25,000,000 00
6% Loan, Vote 126 O i PR TR kit e ALK o 55,293,435 18
6% Loan, Vote 137 ;2 ) RERTIS M o) e Mol SO T oy S i 23,288,747 15
49, Loan to G.T. Pacific Chapter 23, 1913, guaranteed
by CHARA LIRS it s 2% 5 At kel 0 b orr s 4D 15,000,000 00
Temporary Loans, repaid through subsequent issues of
guaranteed securities and loans ................. D e SRR
Total Grand Trunk ....... T e e B PRk +...$118,582,182 33
GRrAND TRUNK PACIFIC RAILWAY:
3% Bonds, Ohapter 24, 1018 B v vt norn vas veeeanas$ 33,048,000 00
6% Loan; Chaptel &, FOLE. 5, 5 v e s vans o dekinens s’ sk ,000,000 00
6% Loan, Vote 441, - DI LR T Sl 7,081,783 45
G Loat Vote ddh I s o i T bk e s e e s 5,038,053 72
6% Loan, Voter i 100 TUIS it i e St i 7,471,399 93
Receiver’s Advances, P.C. 635, March 26, 1919 ..., M. 45 764 162 35
Tnterest Guaranteed by Dominion .................. o 8704 662 65
Interest Guaranteed by Provinces of Alberta and Sas-
8 T Ve o P e B T i iy ST, e e U e TP 2,898,536 98
Agreement with Government under Chapter 71, 1903... ......

Total Grand Trunk Pacific ..... AN L Al s $116,006,699 08

*Notes and Collateral Held

None. Charge is on premises mortgaged October 4, 1911.
None.

None.
Mortgages dated June 23 and June 26, 1916.
Bl e B NGRS L s e v s ek L e v h g v wia $ 497,566
B9 DRI TR N St R T T o RN S o e b B v o v 33,012,414
8% I O I N O s e e e 1 0% b os- b 27,203,003
89 ~Demnand T NOlBam o S e s o R st % ety 40,031,122
e 7l 005 6 072 bV e o7 I i o R (S B B A PR e U, 53,008,779
L T BTy VM R T N G ot e S Ly 50,259,312
R T T ) [ 0 T o R s S £ 0 G R il IR 46,691,634
[/ T RS et e ls RELT - TR PN e et | ST Sl e RS TR R 5,700,000
331% and 41% Debenture Stocks ......evivieieiinintonn. 7,139,390
6% Demant INOVER ;i de oo s iy e e e . oo 56,858,496
Miscellaneous Bonds and Debentures .................. 14,744 817
Miscellaneous Bonds and Debentures .................. 20,721,191
Mottpage: dated: November 36, TONF s, o\ Frv v etirleh s ap o 2RS0T
ROt N OB o i i b s b Fae i A B bbs s $ 25,479,226
[T 300 1 (gl (4 ) e G P PR S R O S SR ) 56,646,816
B D e I N O B R Rty Wl a5 318 whBs s Tach & 23,288,747
B vEram i N OUE i e ca ity v dn R v o s ¥ s lars b e b o Y 15,000,000
[ A R 8 BT 5T ({3 o e e R e e L e o e 15,000,000
4% Delentirre SO I At ars sl il vt a4 i’ € am e %5 . s 60,801,700
6% 2nd Mortgage Equipment Bonds ................... 1,693,113
B0 ISt AN OTERREe EBONE, & h ety i cPpe oty i ietse $ 33,048,000
(U RSt T BT T TG e U S R S o ST NI Y SN 7,499,952
Mortgage, %une b b e A R e T O R YR e
DSBS OnLODET -8 S ERL T 7 s hstom Bosp vorois s o 5 o son ets B W%t vk ¥ 8
% IR e UM T ST ST (N K o L et e A T et e e
Ty (o BT b e o] 7 I PR et vl L SO DR WO e Sl 53,339,162
Cremation Certificates, coupons destroyed .............. 8,698,170
Cremation Certificates, coupons destroyed .............. 2,925,723
Grand Trunk Pacific Development Company Capital K
e A L e S P L | e T 2,999,000

forward
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THE CANADIAN

ScuHEDULE A.1—Concluded

NATIONAL RAILWAYS SECURITIES TRUST

SUMMARY OF INDEBTEDNESS TRANSFERRED FROM THE (GOVERNMENT TO THE SECURITIES TRUST

Loans Outstanding

CANADIAN NATIONAL RATLWAY COMPANY:
e NV KT T U e R S i e S PO E $ 24,550,000 00

5% Loan, Vote 137, 1924 10,000,000 00

5% Loan, Vote 377, 1925 10,000,000 00

5% Loan, Vote 372, 1926 10,000,000 00

5% Loan, Vote 336, 1929
5% and 5}% Loans, Chapter 22, 1931
51% Loans, Chapter 6, 1932

2,932,652 91
29,910,400 85
11,210,815 56

Temporary Loan 1930, repaid

Less: adjustment authorized by the Capital Revision
G- s e £ TS 00 58 NP S e S S e 1,666,897 57
Total Canadian National Railway Company ..... $ 96,936,971 75
ol IR Pe i ka5 o &5 et s s Kach As 0K B e AR $643,860,558 26

*Notes and Collateral Held

6% (C‘anadian Northern Demand Note....... SR P $ 12,655,019
P. ‘Receiver'g Certificates s . ....v.s's vuiasns R el e ,313,530
GTP I TORt ol DONE . o v biats i Sl s o Talire, oo afe pivios 1,530,831
5% Canadian Northern Demand Note ..........v0vvns 1,318,315
Q. T.P. Receiver’s Certificates .......oovvvunes e won 41691173
|G.T.P. Interest Coupons ..........cseeeessves e TR T 1,530,822
5% Canadlan Northern Demand Note ....cocoivuveanss 9,496,718
G. Receiver’s: Certificates—0r. . ii.cveoshisevsnssogs 1,422,425
L(xTP Intierest - Coupons . .ii vviviowsnsss S BT s 1,530,802
5% Canadian Northern Demand Note .........covvvuen 9,062,624
G.T.P. Receiver’s Certificates—Cr. ......cccocivienvecen 364,898
G P TRLETeRE FCOUDODET vy 510 5355 fogand e e St 0] M s 5o 1,530,880
59% Canadian National Railway Company Demand Note. 2,932,652
5% and 5}% Canadian National Railway Company De-

VT R A R I O e A S i 29,910,400
519% Canadian National Railway Company Demand Notes 11,210,815
'166,877.6376 shares of Capital Stock of Grand Trunk

T T R oY W T Sl R B i I S 4,171,940
5% 1st and General Mortgage Temporary Gold Bonds of

Central” Vermont Railways TNe. & o iiesios o ns ciosssis 8,609,000

57
01
96

86
58
24
21
17
80
30
78
56
91

85
56

94

00

* The Notes and Other Evidences of Indebtedness and the Collateral Securities are all held for safekeeping in the vaults of the Department of
Finance, Ottawa, excepting Grand Trunk Pacific Railway 3% Ist. Mortgage Bonds in the amount of £5,307,000 ($25,792,020) which are held for safe-
keeping by the Bank of Montreal, London, England, as evidenced by the certificate of that depositary.
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Mr. NicuorsoN: What about this item Regina Freight Line Cut Off on
p}zlz-g% 4 of this Canadian National Railway section. What is the explanation of
this?

Mr. VaucHAN: There was some expenditure made on that line, but it was

subsequently decided we could abandon the line and do without it.
‘ Mr. NicuoLsoN: Where is the line?
Mr. VaucHan: It is a line that cuts off north of Regina.

Mr. Warron: ‘It was a line, so that instead of coming where the trains do
now, as you come from the west, you went on the north side of the city and then
connect into the main line east of the section, a mile and a half or two miles.
It was never used and the necessity for it disappeared.

Mr. DoxNeLLY: Did it join in with that line coming from Weyburn?

Mr. Wavron: It joined intp the Regina-Kipling line a couple of miles east
of Regina, but it was never used.

Mr. DoxnNerLLy: Would it run into the one coming from the southwest—
or the southeast, at least?

Mr. WaLToN:  Yes.
Mr. DonnNELLY: Not the one coming in from Weyburn?

Mr. Warron: No, not from Weyburn; it joined in with the line from
Regina to Kipling to Brandon.

The CramrMAN: May I ask the members of the committee if you wish this
report to be gone over in detail?

Some Hon. MemBERs: No.

The Cuarman: Then is page 4 carried?

Some Hon. MEMBERS: Yes.

The CrAmRMAN: Is page 5 carried?

Some Hon. MemBErs: Carried.

The CualrMAN: Is page 6 carried?

Some Hon. MeEmBERs: Carried.

The CralRMAN: Is page 7 carried?

Some Hon. MemBERs: Carried.

The Cuairman: Is page 8 carried.

Some Hon. MemBERS: Carried.

The Cuamrman: Will somebody move the adoption of the report.

Mr. MayBaNk: Yes. I will move the adoption of it.

Motion agreed to.

The CuammAN: Where are those items?

Mr. EmMerson: What is the number?

The CuamrMAN: There are four items in the estimates that are moved
every year and returned to the house. On page 47 of the estimates there is
No. 387.

Mr. NicaoLsoN: What is the amount?

The CHAIRMAN: It reads:—

387—To hereby authorize and provide for the payment of time dur-
ing the fiscal year 1944-45 to the Canadian National Railways Company
of the difference (estimated by the Canadian National Railways Company
and certified by the auditors of the said company to the Minister of
Transport as and when required by the said minister) occurring on
account of the application of the Maritime Freight Rates Act, between
the tariff tolls and the normal tolls (upon the same basis as set out in
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Section 9 of the said Aet with respeet to companies therein referred to)
on all traffic moved during the calendar year under the tariffs approved
on the Eastern Lines (as referred to in Section 2 of the said Act) of the
Canadian National Railways.

Is this item carried?
Mr. McCurrocH: Carried.

Mr. NicHoLsoN: Before it is carried, have you any information as to the
total amount that has been paid out under this Act?

Mr. VaucHAN: Since the beginning?

Mr. NicHOLSON: Yes.

Mr. VavceEAN: No.

Mr. NicaoLson: What is the average paid?

Hon. Mr. Micuaup: For the Canadian National Railways? We have it
here.

Mr. VaveuaN: Mr. Cooper probably has it.

Hon. Mr. Micaaup: We have it here. For the Canadian National Rail-
ways, $38,427,891, and to all other railways, $50,932,725.

Mr. HansoN (Skeena): What period does that cover?

Hon. Mr. Micaaup: 1927 to November, 1943.

Mr. McCurrocH: Carried.

Item 387 agreed to.

The Cuarrman: Then we come to item 388. Do you wish that read?

Mr. MayBank: No. _

Mr. Emmerson: What is the amount of it?

The CuAmrMAaN: It reads as follows:—

388 —Amount required to provide for payment from time to time
during the fiscal year 1944-45 of the difference (estimated by the Board
of Transport Commissioners for Canada and certified by the said Board
to the Minister of Transport, as and when required by the said minister)
occurring on account of the application of the Maritime Freight Rates
Act, between the tariff tolls and the normal tolls (referred to in Section 9
of the said Act) on all traffic moved during the calendar year 1944—

The remainder is the same as the previous item.
Mr. EmMmerson: Take it as read.

Hon. Mr. MicaAaUD: Except to other railways than the Canadian Natlona.l
Railways, $12,000,000 from 1927 to the end of November, 1943.

Mr. Emmerson: Is that No. 387 the estimate of March 31, 1944?
The CHARMAN: The minister just explained it.

Mr. Hanson (Skeena): No. It is the estimate for 1945.

Mr. Emmerson: Then I have the wrong book.

Mr, Hanson (Skeena): Those are statutory items passed every year.

The Cuamrman: They are statutory items that are passed every year. We
are on No. 388. Shall it carry?

Some Hon. Memsrrs: Carried.
Item agreed to.

The CuAmrMAN: No. 408.
Some Hon. MemsBErs: Carried.
The Caamman: No. 409.
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Some Hon. MemBERs: Carried.

Mr. NicaoLson: What is No. 408?

The CHAIRMAN: It reads:—

408—Advances to Canadian National (West Indies) Steamships,

Limited, repayable on demand with interest at a rate to be fixed by the
Governor in Council upon such terms and conditions as the Governor in
Council may determine and to be applied in payment of capital expendi-
ture in connection with vessels under the company’s control during the
year ending December 31, 1944.

Is that carried?

Some Hon. MemBERs: Carried.

Item agreed to.

The CuAamrMAN: Item 409.

Mr. DonNeLLy: What is that?

The CHAIRMAN: Prince Edward Island Car Ferry and Terminals. Is that
carried?.

Some Hon. MEmBERs: Carried.

Mr. MaysaNk: No. We cannot allow that to carry. We have got to have
something about that.

The CrAlRMAN: Will some one move the adoption of the estimate? Mr.
MecCulloch moves it.

Some Hon. MemBERs: Carried.

Mr. MayBanNk: Wait a minute. That is not carried. We have to have an
argument, about that ferry.

The CuHArRMAN: All right; it is not carried.
Mr. MayBank: Oh, we will not argue.

Mr. EmmersoN: 1 want to find out how that amount is arrived at. Is it
a deficit in the operation of the ferry?

Mr. Roesuck: How much is the amount? We just got the “Prince Edward
Island.” That is all we heard.

Mr. EmmEersoN: What proportion of the freight that is carried and of the
passenger traffic is credited to the ferry? It seems an enormous amount for -
that operation.

Mr. DoxNEeLLy: Build a tunnel.

Mr. VaveHAN: Mr. Cooper has the figure.

Mr. Coorer: Their revenues are apportioned on a ton mile and passenger
mile basis, using the Eastern Lines average rates; that is to say, on every ton
which is moved across the ferry we credit to this service the same revenue per
ton mile which the Atlantic region earns per ton mile. On local traffic, of
course, we give them 100 per cent.

Mr. EmMMerson: And on passenger fares?

Mr. Coorer: Passenger fares again would take the Atlantic region passenger
mile rate. But on the local passenger traffic they get 100 per cent.

Mr. EmMErsoN: And on the transportation of automobiles 100 per cent
would be credited to the boat?

Mr. Cooper: Yes. That is covered by tariff, of course; and as you say,
100 per cent is credited to the car ferry operation.

Some Hon. MeMmsErs: Carried.

Item agreed to.

5070—3
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Mr. NicuorsoN: Before we finish these questions, there is a question that
should have come up yesterday regarding the share of the business between the
two railways. I wonder if we can have some statement from the president as
to whether he is satisfied with the share of government revenue that the C.N.R.
is getting. Certain regulations were relaxed two years ago.

The Cuamman: There is nothing we can do about it. We told the railways
to go ahead and do their utmost. ‘

Mr. Nicuousoxn: I think the president might make a statement.

Mr. VaveHAN: We will never be satisfied, Mr. Nicholson. We are out to
get every dollar’s worth of business we can, legitimately. We are getting along
better with the various departments.

Mr. Nicuonson: How about those orders about dividing the business
fifty-fifty?

Mr. VaucHAN: Those were withdrawn.

The CHAIRMAN: They are all out.

Mr. Nicuorson: You feel in actual practice they have been withdrawn?

Mr. VaucHAN: Generally speaking. There are a few officials probably in
one or two of the departments who still want to divide the business fifty-fifty
and still do; but that does not apply in many cases. :

The CHAIRMAN: Are the estimates carried?

Mr. McCurroca: Carried.

The CuHamrMAN: The next is the Canadian National Railway System
auditors’ report.

Mr. Vaveaan: I think that finishes the Canadian National Railways. I
should like to take this opportunity of thanking you, sir, and the members
of the committee for your consideration and for the very kind way in which
you have expedited the passing of these statements of -ours. It means much
to us to be able to get back to Montreal in a comparatively short time, and
we are grateful to you.

The Cuamman: I think, Mr. President, we rather enjoy this perusal of
your reports. i

Mr. HansoN (Skeena): This year especially.

The CuarMaN: I know it is the wish of the committee that I should thank
you on their behalf for the courteous way in which you and your officials have
presented the information asked for.

Mr. VaveHAN: Thank you, Mr. Chairman.

The CuamrMaN: Then, it is Mr. Matthews’ turn now. I will now ecall on
him. ‘

Mr. O. A. MarraEws of George A. Touche & Co., called.
The CuamrMAN: Do you wish to have this statement read, gentlemen?
Mr. Matthews seems to think we will get through with it about as quickly if
it is read, as we would if it were dealt with in any other way.
Some Hon. MEMBERS: Agreed.
The Witness: The report reads as follows:—
~ March 10, 1944.
THE HONOURABLE THE MINISTER OF TRANSPORT,
Ottawa, Canada. »
Sir:—

In pursuance of The Canadian National-Canadian Pacific Act, 1936, and
Chapter 18, 1943, “An Act respecting the appointment of auditors for National
Railways,” we have audited the accounts of the Canadian National Railway
system for the year ended the 31st December, 1943, and we now submit, through
you, our report to parliament.
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We attach hereto the following financial statements of the national system:—

Exhibit I—Consolidated income account—Year 1943.

Exhibit, II—Consolidated balance sheet at the 31st December, 1943—togethar
with audit certificate.

Exhibit III—Dominion of Canada——Proprletor s equity account at the
31st December, 1943.

Exhibit IV—Investments in affiliated companies at the 31st December, 1943

Exhibit V—Major contingent liabilities at the 31st December, 1943.

CONSOLIDATED INCOME ACCOUNT

The cash surplus of the national system for the year 1943, as shown in
Exhibit I, is after making provision for:—

(a) Interest on funded debt held by the public;

(b) Interest on loans from the dominion government;

(c) General taxes;

(d) Deferred malntena.nce as a result of war-time conditions—in respect of’

fixed properties and equipment;

(¢) Railway’s portion of pension payments to retlred employees--—under al]
pension plans;

(f) Pension contract reserve—covering the 1a11ways portion of. the e'*m—
mated capital amount of all pension contracts in force at the year end
under the 1935 plan;

(g) Pension equalization suspense—covering railway employees in service at
the year end beyond retirement age and entitled to pension contracts
under the 1935 plan;

(k) Increase in reserve for material and supplies inventories—arising out. of
war-time conditions;

(1) Depreciation of equipment—Canadian lines—including special provision
for abnormal war-time use;

(j) Depreciation of equipment and fixed properties (excludmg track struc-
ture)—United States lines;

(k) Fixed property retirements—Canadian lines—excluding capital loss
charged to proprietor’s equity;

(1) Fixed property retirements—United States lines track structure

(m) Amortization of certain defence projects presently considered as hav-
ing no potential economic value in post-war operations, and

(n) Amortization of discount on funded debt.

The surplus funds made available in the aggregate through provisions (g)
to (n) are being utilized firstly for capital expenditures and current working
capital requirements, the balance being applied in reduction of loans from the
dominion government.

The total of provisions (a) to (n) made during the year 1943 exceeded
121 million dollars including some 55 millions credited directly to corporate
reserves. Of thig latter amount some 42 million dollars represented special war-
time provisions and the sum set aside for pension contracts.

In comparmg the cash surplus for the year 1943 with that for 1942, it should
be borne in mind that some 21 million dollars in respect of the aforementloned
pension contracts were charged against the 1943 revenue. It should be noted

* also that of the increase of some 65 million dollars in the 1943 gross revenues:

over those of 1942, approximately 45 per cent was carried to “Net Operatmg
Revenue”—after chargmg operating expenses with the special war-time pro-
visions in both years.

“Revenue Appropriated for Pension Reserve,” as shown in the income
account, relates only to the estimated amount of the reserve up to the end of
1942, the increase in the reserve during the year 1943 being charged to operating:
expenses.

5070—33%
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No separate profit and loss account is included in the financial statements
presented herewith for the year 1943, principally because the revised accounting
classification of the Interstate Commerce Commission now provides that the
accounting for general property retirements be made through operating expenses.

In the matter of current maintenance policy we have received certificates
from the responsible officers to the effect that, subject to the war-time
conditions which necessitated the provision for deferred maintenance, the fixed
properties and equipment of the national system have been maintained in a
proper state of repair and in an efficient operating condition during the year
1943.

In the reports of the previous year, issued by the directors and ourselves,
the revised depreciation accounting practices affecting the road properties of
United States Railways and the policy proposed for the Canadian lines of the
national system were set forth. However, as the matter comes within the scope
of our audit for the year 1943 we deem it advisable again to draw the attention
of parliament to the fact that under an order of the Interstate Commerce Com-
mission effective the 1st January, 1943, a “group plan” of depreciation account-
ing is prescribed for United States Railways covering depreciable road properties
including buildings, stations, shops, bridges, ete., but excluding the track strue-
ture, i.e, rails, fastenings, ties and ballast, which is to continue on the retirement
basis. This depreciation order has been made effective in the 1943 accounts of
the United States Lines of the national system. In so far as the Canadian lines
are concerned, retirement accounting continues in effect for all road properties
and it would not appear practicable to institute any similar depreciation plan,
until after the termination of hostilities, because of the substantial expense
involved in determining unit property costs and the need for all of the technical
personnel of the railway to meet the transportation requirements arising out of
the present national emergency. In any event, we recommend that the adoption
by the Canadian lines of depreciation accounting for road properties, under any
specific plan, be made contingent upon the establishment by the dominion gov-
-ernment, of uniform accounting regulations, of a mandatory character, applicable

‘to Canadian railways. It is our considered opinion that such governmental
regulations, to which we have made reference for several years, should be
established as early as possible in the post-war period.

By Mr. Roebuck:

Q. Why not in the present period?—A. Because of the fact that the work
involved for the technical personnel of the railway would be a serious matter;
and even for the government to bring in regulations of that kind, it would
require studies on the part of both the government and the railway officers,
and we feel that the matter should be able to wait, with other things, until the
war is over and the personnel is again available for that technical work.

Q. I see. Thank you, Mr. Matthews.

By Mr. Nicholson:

Q. If that legislation were passed, how long a time would elapse before
this ideal could be achieved?—A. Well it would become effective whenever
the government made it effective.

Q. It could not be accomplished overnight, though?—A. Of course not.
The Interstate Commerce Commission has spent a great number of years in
those studies and it would naturally take some little time.

Q. How long do you mean by “some little time”?—A. Well, that just
depends.

Hon. Mr. Micaaup: On how fast the government is working.

The Wirness: It just depends. _

Mr. RoeBuck: Or how much talk the opposition would indulge in.
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By Mr. Nicholson:

Q. Apart altogether from what happens in parliament, after the legislation is
passed, how long would it take to do the technical work?—A. Of course, in the
passage of legislation of that kind, they would have to give the railways reason-
able time to have their facts prepared, so that they could be applied. It would
be of no use for the government to establish regulations on which the railways
did not have the information. I speak of the Canadian National Railways, of
course. But it is assumed that those studies would be made together and the
datg of their effective application would be after the railways had their data
ready.

By the Chairman:

Q. Would it require a fresh revaluation?—A. Well, it would be a matter
of going back into the records of the Canadian National Railways in respect
of certain fixed properties, Mr. Chairman; yes. The Interstate Commerce
Commission, of course, have had those valuation facts for many years for
American Railways.

Q. That would take time?—A. It would take some time. But we regard
it as important in the post-war period that, in presenting the published accounts
of the larger railways of Canada to the people of Canada, the facts should be
uniformly stated and that it should be under some governmental authority.

Mr. RoeBuck: Yes.
The CrarMAN: Then page 3.
The Wirness: Continuing:

Consolidated Balance Sheet

Investments in fixed properties and equipment appearing in the books of _the
constituent companies at the 1st January, 1923, were accepted by us. Against
the corporate property investments brought into the National system accounts
in 1923, there have been applied the reductions authorized by The Canadian
National Railways Capital Revision Act, 1937. Since the 1st January, 1923,
net additions and betterments have been shown on the basis of cost.

The several special funds of the National system including sinking funds,
deposits in lieu of mortgaged property sold, deferred maintenance fund, insur-
ance fund and pension contract fund, taken as a whole, are composed of cagh
and investments principally in the securities of dominion, provincial and muni-
cipal governments and in the securities of companies within the National system.
The market value of the securities held in these special funds in total exceeded
the book figure. e

Investments in affiliated companies, as set out in Exhibit IV, are represented
in the main, apart from the Trans-Canada Air Lines, by a 50% or less capital
stock ownership. The basis of the balance sheet figure is cost, or in certain
instances special valuations approved by the Interstate Commerce Commission.
Insofar as this type of investment is made in railroad affiliates, two principal
factors should be borne in mind, viz:—

(1) The extent of traffic benefits derived by parent companies as a direct
result of their investments, and

(2) The fact that the affiliates have utilized the proceeds from the sale of
their securities largely in the development of their transportation
facilities. It is obvious, therefore, that the future value of invest-
ments in affiliated companies will be dependent, basically, upon the
future economic position of the railroad industry as a whole.

Other deferred assets are mainly composed of contracts receivable in con-
nection with the sale of land in western Canada.
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Other unadjusted debits comprise the unamortized cost of opening ballast
pits which is to be written off on the basis of yardage used; the salvage value of
non-perishable material in ballast pits and other temporary tracks; accounts
collectible in suspense awaiting billing to debtors; suspense debits covering the
acerual of operating revenues and income, ete.

. The Dominion of Canada, in connection with loans made for the repatriation
of securities from the United Kingdom and other redemption undertakings, holds
a§ collateral the major portion of the securities so redeemed from the public.

Accrued depreciation—Canadian lines—applies only to equipment and
dates from the 1st January, 1940; retirement accounting continues in effect
for fixed properties.

Accrued depreciation—United States lines—applies to equipment from a
date prior to the 1st January, 1923, and to fixed properties (excluding track
structure) mainly from the 1st January, 1943.

The accumulated reserves for pension contracts, insurance, depreciation,
‘deferred maintenance, material and supplies inventories, and amortization of
certain defence projects aggregated some 124 million dollars, of which some
56 million dollars were invested in specific funds.

Other deferred liabilities embody the outstanding capital amounts of the
workmen’s compensation awards by the provinces of Ontario and Quebec; the
liability under equipment hire purchase arrangements pending transfer to
Dominion of Canada loans; the balance of the obligation to the State of
‘Michigan in respect of the wider Woodward Avenue extension in Detroit, ete.

Other unadjusted credits are largely made up of the Canadian lines’

‘proportion of prepaid revenues on freight in transit; accounts payable in sus-
pense awaiting billing by creditors; suspense credits covering the accrual of
operating expenses and income charges, ete.
... Mr. RoeBuck: Before you turn the page over I see here what looks to be
a remarkable statement, one that is worthy of comment. It is: “The market
value of the securities held in these special funds in total exceeded the book
figure”. Is there any depreciation—does that go into the book figure?

The Wrirness: It is taking the book figures as they stand and applying
market values against them.

By Mr. Roebuck:

Q. The market value of the securities?>—A. Yes.

Q. But I am just wondering what the book figure is of these securities.
Is it the face value of the securities or is it a depreciated value?—A. No, it is
almost without exception the cost to the company excepting those purchases of
gystem securities that are written up to par, but outside of the system’s
securities the cost to the company is the prevailing basis. There have been
scf)gle instances where it has been neccessary to write them down, but not very
often.

Q. T think that is a matter of congratulation to the managers of that fund.
—A. I think it is a record that the Canadian National Railways may well be
proud of. We regard their securities’ position as very sound.

‘ Q. I know some funds that would like to be in that position.—A. I do, too,
Mr. Roebuck, and that is why we called the fact to the attention of parliament.
‘We think it is worthy of your attention. The amount involved in these funds
1s '$67,000,000, and of that amount there is approximately $59,000,000 repre-
sented by securities and about $7,000,000 in cash. We feel it is a very satis-
factory position. Perhaps T might just be permitted to explain why we point
out the analyses of four of the accounts, other deferred assets and liabilities, and
other unadjusted debits and credits, There is considerable misunderstanding of
railway accounts about what they constitute, and it is well for parliament to
know that in the case of the Canadian National Railways they do not represent
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anything in the way of dumping grounds for facts that should be exposed in
their proper places. These special credits and debits are in accordance with
the Interstate Commerce Commission’s practice. They will bear inspection, and
for that reason we give parliament a broad outline of what is constituted in
these special accounts.

The accounts of the national system are stated in Canadian currency—
sterling and United States currencies being converted at the par of exchange.

A summary of Dominion of Canada—proprietor’s equity at the 31st Decem-
ber, 1948, is set forth on the balance sheet and the transactions during the year
1943 affecting the proprietor’s equity account are summarized in Exhibit III.
The capital gain on repatriation of securities, as shown in this exhibit, mainly
represents the excess of the sterling par value of the capital stock of the Atlantic
and St. Lawrence Rail Road Company over the dollar cost of its acquisition
based on the vesting price referred to in the relative Order in Council. The
properties controlled by the capital stock so acquired have been brought into the
National system accounts on the basis of original cost, as confirmed by valuation
order of the Interstate Commerce Commission and as represented by the sterling
par value of the ecapital stock.

Major contingent liabilities are outlined in Exhibit V. With reference to
pension plans, we would point out that reserves have been set up against con-
tracts in force under the 1935 contractual plan but not against pensions con-
ditionally accruing under that plan or prior non-contractual plans. The
contributions under the 1935 contractual plan by employees presently in service
are invested through the separately administered pension trust fund, the
accounts of which are not included with those of the railway.

General Scope of Audit

The general scope of the test audit of the National system for the year
1943 may be outlined briefly as follows:—

(a) Examination of major expenditure authorities which were based mainly
upon recorded resolutions of directors. These expenditure authorities
in turn have been established principally by corporate by-laws, orders
in council and acts of Parliament;

(b) Audit tests in the offices of regions, separately operated properties and
system headquarters, covering a cross-section of the major expendi-
tures so authorized;

(¢) Examination into the adequacy of the internal audit control in general
as exercised by the accounting staff of the system. In this connection
we work in collaboration with the executive accounting officers at
headquarters having as a common objective the securing of maximum
internal protection to the system in the control of cash receipts and
expenditures, securities held, material stores, accounts receivable, ete.,
and

(d) Audit and certification of the consolidated income account and consoli-
dated balance sheet for presentation to parliament, which body is
thus placed in possession of facts upon whrich.concluslloqs'ca,n be
reached as to the stewardship of the duly appointed administrators
of the system.

The audit covered the various Balance sheet accounting units in Canada,
the United States and Great Britain with income accounts originating in the
revenue offices, regions, separatelx operated properties and system headquarters
applicable to some 90 companies comprising the National system as an

operating entity.
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CANADIAN NATIONAL RAILWAYS SECURITIES TRUST

The Canadian National Railways Securities Trust, under authority of
Section 22 of the Capital Revision Act, 1937, has been treated as a constituent
unit of the National system. There is, however, a provision in Section 23 of
the Act requiring presentation to parliament of a trustees’ report and a separate
balance sheet for the Securities Trust. The trustees’ report is to set forth the
transactions of the Securities Trust during the year 1943, comprising the net
change in the book value of the capital stock and the release of certain collateral
securities in accordance with the Capital Revision Act. Our audit certificate
is appended to the separate balance sheet as at the 31st December, 1943.

TraNsS-CanADA AIR LiINES

The Trans-Canada Air Lines have not been included as a constituent unit
of the National system although 100 per cent stock ownership of the air lines
is vested in the Canadian National Railway Company. A separate income
account and balance sheet have been certified by us as at the 31st December,
1943.

Mail revenue, as shown in the income account, is based on the rates per plane
mile flown in approved mail services in acecordance with the Trans-Canada Air
Lines Act.

The surplus for the year 1943 is after making provision for:—

(a) Interest at 5 per cent on the capital investment—in accordance with
the Trans-Canada contract;

Mr. Roestck: That is a pretty high rate.
Mr. Haxsox (Skeena): That should be changed now.

The Wirness: It is fixed by statute.

(b) Depreciation of capital assets—at rates comparable with those used by
other major air line companies in North America, in accordance with
the Trans-Canada contract;

(¢) General taxes;

(d) Pension payments into the separately administered trust fund—covering
pension accruals under the 1943 plan;

(e) Pension payments to the Canadian National Railway Company in
respect of transferred employees, and ;

(f) Reserve for material and supplies inventories—arising out of war-time
conditions.

The insurance fund, as shown in the balance sheet, is composed of cash and
Dominion of Canada securities. The market value of the securities approximated
the book figure.

Investments in property and equipment are carried on the basis of cost.

Under the 1943 pension plan, the joint contributions by the company and
employees presently in service are invested through the separately administered
pension trust fund, the accounts of which are included with those of the air lines.
The contributions by transferred employees presently in service, who have
elected to remain under the C.N.R. 1935 contractual plan, are invested through
the separately administered pension trust fund under that plan.

CanapiaN NatioNaL (West Inpies) SteamsHips, LiMITED

The accounts of the Canadian National (West Indies) Steamships, Limited,
and subsidiary companies are not consolidated with those of the National
system, the 100 per cent stock ownership of the parent steamship company being
vested in the Dominion government. A separate consolidated income account
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and consolidated balance sheet have been certified by us as at the 31st December,
1943.

The surplus for the year 1943, as shown in the income account, is after
making provision for:—

(a) Interest on funded debt held by the public;

(b) Interest on loans from the Dominion government;

(¢) Depreciation of vessels;

(d) General taxes, and

(e) Pension payments to the Canadian National Railway Company as
pension contract underwriter.

Investments in vessels and other properties, as shown in the balance sheet,
are carried on the basis of cost.

Of the total insurance and replacement fund, $1,014,330 applies to insurance
and $5,401,420 to replacement. The fund is composed of cash and investments
principally in the securities of Dominion, provincial and municipal governments.
The market value of the securities exceeded the book figure.

I might say, Mr. Roebuck, in the $67,000,000 figure I mentioned to you we
included the $6,000,000 of the West Indies in that total because the insurance
fund covers both companies.

With reference to the contingent liability for pensions, we would point out
that a reserve has been provided through the C.N.R. against contracts in force
under the 1935 contractual plan but not against pensions conditionally aceruing.
The contributions by the steamships employees presently in service are invested
through the separately administered pension trust fund under the C.N.R. 1935
contractual plan.

In the matter of eurrent maintenance policies we have received certificates
from the responsible officers of the Trans-Canada Air Lines and the Canadian
National (West Indies) Steamships, Limited, to the effect that the respective
capital assets have been maintained in a proper state of repair and in an
efficient operating condition during the year 1943.

In respect of both the air lines and the steamships, the test audit for the
year 1943 was similar in scope to that of the National system previously outlined
in this report.

Mr. RoeBuck: The only thing that seems to me deserving of comment is
the investment in vessels and other properties shown in the balance sheet as
carried on the basis of cost. That might be very misleading, might it not? You
value these vessels at what they cost and they may be worth only a fraction of
that or under present conditions worth considerably more.

The Wirness: We tell you it is at cost.

By Mr. Roebuck:
Q. You have no other figures you can take?—A. That is the basis as it
stands. We tell you that the cost is the amount that is represented as the book
value of the vessels.

By Mr. Nicholson: ' .
Q. May I inquire how large a staff you have assigned to this Canadian
National Railways accounting?—A. Do you mean all through the year or the
maximum? At the end of the year we have probably as many as thirty or
thirty-five men.
}C:Z. And during the year how many do you usually have?—A. Oh, we would
t least ten men. ' :
haveQaf He:w m(:my would you have five years ago before the war? Has it been
necessary to increase the personnel that you have had to assign as a result of
the increased volume?—A. Naturally, yes.
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Q. How do the present figures you have given compare with those you
had four or five years ago?—A. This is $440,000,000 as against $250,000,000 in
earlier years.

Q. Which means that it requires twice as' many men?—A. Oh, no.

Q. How many more men have you had to assign to this particular account-
ing?—A. Oh, I could not say that. We have had to use our men wherever they
were needed, and at different points. I do not know.

Mr. Hansox (Skeena): I understand that the auditor is paid so much for
auditing the books of the Canadian National Railways; whether they have one
man or ten men it does not make much difference. Is that not the idea?

The Wirness: We have to use plenty.

By Mr. Roebuck:

. Q. I do not think we are auditing the auditor’s accounts but tell me why
is depreciation not written off this cost of vessels?—A. It is.

Q. They are carried on the basis of cost; that is cost less depreciation?—
A. Oh, no. Are you speaking of the steamships?

Q. Yes, vessels and other properties as shown in the balance sheet are
carried on the basis of cost—A. If you refer to the balance sheet we are speak-
ing of vessels and other properties at cost, and then on the other side you will
find accrued depreciation. '

Mr. MayBaxk: Depreciation comes in.

The Wrrnmss: We are speaking of the vessels and properties stated on the
balance sheet and the figure shown here is $5,831,000 as cost. As to the depre-
ciation policy we have told you the vessels are depreciated through the income
account, and the other side of the balance sheet shows you depreciation has been
accrued to the extent of $2,526,000. I would say there might be some confusion
if the depreciation had been absorbed and a net figure were shown here, but it is
gross on both sides to show you the cost of the vessels and against that the
amount of depreciation accrued.

* Mr. RoeBuck: I see.

The CaarrMAN: Any further comments?

Mr. RoeBuck: I suppose we move that it be adopted.

Mr. EmMmerson: I will second it.

The CuamrmaN: All right. Gentlemen, I presume I may take this oppor-
tunity of expressing our thanks to the officials of the airways, C.N.R. railway,
and steamship lines, the Department of Transport and to Mr. Matthews for
the courtesy and patience they have displayed in attending this investigation.

Mr. Roesuck: Hear, hear. d
The committee adjourned at 5.45 o’clock p.m., at the call of the Chair.
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