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VOLUME I.

193, question 2,9.11, in answer, instead of "can " read " cannot."
194, " 2,929, " " "harbour " read " hardware."

713, " 10,964, " " " there was any material " read

" there was not any material."
918, question 13,493. in answer, instead of" Gorman" read "Fairman."
918, " 13,493, " " " Fairman" read " Gorman."
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Page 1,290, question 18,501, in answer, instead of "a person you may rely on"
read " of a person you relied on."

1,334, question 18,935, in question, instead of" 81ti,000 " read " )216,000."
1,335, " 18,960, " " " $116,000 " read " 8216,000."
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423, on 9th lino, instead of "1761 " read "1879."



INTROD U CTIOX.

The first official step towards the Canadian Pacifie Railway was
taken in 1870. On the 14th August, 1869, the Colonial Secretary addressed
a despatch to the Governor of British Columbia on the subject of the incor-
Poration of that colony with the Dominion of Canada. Rupert's Land and
the North-West Territory being about to be incorporated in the Dominion, the
main obstacle in the way of the Imperial Government entertaining the ques-
tion had been removed. A legislature drawn from an extended area could
hardly fail to deal with questions comprehensively and impartially. The
interest of every province of British North America would be advanced by
eiabling the wealth, credit and intelligence of the whole to be brought to
bear on every part. Especially was this true in the case of internal transit..
The difficulties in the way of union, presented by distance, were in this
respect an advantage, that they would render easy communication indis-
pensable. A copy of this despatch was forwarded on the 16th August,
1869, to His Excellency the Governor-General. After some further corres-
pondence a delegation from British Columbia came to Ottawa and conferred
with the Privy Council. The result, an Order-in-Council passed on the
1st July, 1870, submitted certain conditions as a base of political union,
amongst them being the following: -

Clause 11. "The Government of the Dominion undertake to secure the commencement,
sinultaneously, within two years from the date of the Union, of the construction of a railway
fron the Pacifie towards the Rocky Montains, and from such point as may be selected east of
the Rocky Mountains towards the Pacifie, to connect the sea-board of British Columbia with
the railway system of Canada; and further, to seoure the completion of such failway withia
ten years from the date of the Union.

And the Government of British Columbia agree to convey to the Dominion Gavera-
alent, in trust, to be appropriated in such manner as the Dominion Government may
deem it advipable in furtherance of the construction of the said railway, a similar extens
of Publie lande along the line of railway throughout its entire length in British
Clumbia, not to exceed, however, twenty miles on each side of said line, as may b.
appropriated for the same purpose by the Dominion Government from the publie lande in the
North-West Territories and the Province of Manitoba. Provided that the quantity of land
which may be held under pre-emption right or by Crown grant within the limita of Lhe tract
Of land in British Columbia to be so conveyed to the Dominion Govern ment, sball be made
good to the Dominion from contigulous public lands; and provided further, that until tle
commencement, within two years, as aforesaid, from the date of the Union Of the construO.
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-2 INTRODUCTION.

tion of the said railway, the Government of British Columbia shall not sell or alienate any
further portion of the public lands of British Columbia in any other way than under right of
pre-emption, requiring actual residence of the pre-emptor on the land claimed by him. In
considerati n of the land so to be conveyed in aid of the construction of the Baid railway, the
Dominion Government agree to pay to British Columbia from the date of the Union the sum

of $100,000 per annum in half-yearly payments in advance."

Long prior to official action of any kind, the germinal idea of the

Canadian Pacific Railway is to be found in the minds of the early explorers
who sought a route across the continent for the purpose of facilitating
latercourse with China and the East. The literature and history connected
with those explorations are fiill of interest and instruction.

One of the earliest of those who stated the policy of a part rail and part
water route, was Captain Synge, who, in 1848 and again in 1852, pressed
his views on publie attention. About -the same time Major Carmichael
Smith published a pamphlet, and Captain F. A. Wilson and A. B. Richards,
of Lincoln's Inn, a book in which a railway across Britsh North America
was advocated with great force as part of a scheme for relieving the
pauperism, and decreasing the criminal population, iii the United Kingdom.

Early in 1851, Mr. Allan McDonell, of Toronto, brought before the

public and the Legislature of Canada, a scheme for building a railway from
Lake Superior to the Pacifie. He interested in his project one of the
prominent statesmen of that day, the Hon. Henry Sherwood. A
company was formed under the style of the " Lake Superior and Pacifie
Railroad Company," and on the 17th June, 1851, Mr. Sherwood obtained
leave to bring in a bill to incorporate it. The main idea was that the
*Government should sell to a company, sixty miles wide of the lands from
Lake Superior to the Pacific at a reduced rate, or at such price as should be
paid the Indiaus fgr surrendering it to the Crown. He was in advançe of

his day, and the Stan4ing Committee of Railways and Telegraphs, of
whieh Sir Allan MacNab was Chairman, rejected his proposal, reporting that
the application for a charter was premature. In 1858 and in 1855, Mr.
MeDonell returned to the charge, but on both occasions his petitions met
the same fate qs his bill.

On the 80th November, 1854, the Hon. A. N. Morin and others,

petitioned for an Act of incorporation under the name of the "Northern
Pacifie Railway Company."

in 1857 a Select Committee of the English House of Comvmons was
appointed to consider the state of the British possessions in North A merica
-nder the adminitration of the ji-dson Bay Company, or over wbich thiey
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Possessed license to trade. Tþe subject of enquiry of this Cqmmittee of the
Imperial Parliament does not bear directly on the Canian Paeic Jail-
Way, but the evidence given before it ,y two distinguished Canadis was
of.such a character as to justify the reference made here.

The Hon. John Ross, who was the first witness examined, said that it
was.conceded by American engineers that British America afforded the
maost feasible route for a trans-continental railway. The admirable pam-
phlets alluded to could have made very little impression in Canada, for Mr.
]ROss testified before this Committee in 18b7 that it was pnly during the sum-
mier of the previous year the subject of a trans-continental rTilwy began to
be.disonissed. "The question of the opening up of the territory has oftqµ for
years been incidentAlly mooted, but a regnlar discussion of the qestionlwa
ilever arisen until the course of the last summer, that I an aware9 f."
Jater on, in r ply to questions. hedwelt on the importance 9f the ie frga
an Imperial and Canadian standpoint, and with special rTqerence to b.e
trade of China and India. The late Chief Justice Draper was Xganiyd.
Hie said he entertained no doubt his çhildren would see p railway go aceoss
the qountry to the Pacific. He aggsted that the Ixppe¡il Qovernment
should make an arrangement for the constuction of the railway across the
Rocky Mountains so as to avoid two clgnial governments hereafter having
to deal with the question, for he always found if you could foresee a diffi-
.culty it was better to anticipate and prevent it than have to deal with it
.after it had arisen.

On the i4th July, 1858, Mr. S. J. D)awson Ment ,in a m.qst va)uable
report on the surveys between Lake Superior and the Red Riyer Settlement,
and '1twween the Red River and the Assineboine. Professor Hin4. who
lnade some reports about this time, atterwards p-qbliehed a bgok containing
;a narrative of the Red River exploring expeditions of 1$57, and of the
Assineboine and Saskatchewan exploring expedimon of 1858. The natural
-advantages of the basin of Lake Winnipeg for a route across the continent
ae well stated in the second volume at p. 233. Hind quotes the Palliser

exploration in favour of the practicability of the route.

This exploration organized by the Imperial Government was made
during the years 1857, 1858, 1859 and 1860, and the journals, observations
and detailed reports of Capt. Palliser and his colleagues have *oVe most
valuable, snd ly prominent engineers examined before this Goinmission,
have been referred to in a marked manner, and so as to sugges that they

1½



INTRODUCTION.

had formed a hand-book in the earlier surveys in connection with the
Canadian Pacific Railway.

The objects for which the Imperial Government sent out an expedition,
were to obtain information relative to a route' favourable for emigration;
for this and other purposes, to ascertain the nature of the country westward
of Red River and the elbow of the Saskatchewan; to find a pass or passes
across the Rocky Mountains, north of the boundary line and south of a
point not far from the Boat Encampment. .

On the 28rd July, 1858, they arrived at 8 o'clock a.m. at the Nick
Hills, where they obtained their first view of the Rocky Mountain Chain,
which, to the north, appeared on the horizon like a blue line, while to the
south they rose more distinct, higlher, and more massive, " their summits
clad in snow, which glittered at intervals like silver crowns." On the 18th
of August, 1858, with a party of four men and nine horses, they made their
journey through the Kananaskis Pass. Later in the same month Dr.
Hector passed through Kicking Horse Pass. Captain Palliser, as Mr. S. J.
Dawson at a later period pointed out, was favourably impressed with the
British Kootanie Pass. Dr. Hector explored Howse Pass, which, having
crossed, he found himself in the Valley of the Columbia, with a rocky
mountainous country on either side.

With the formation:of British Columbia into a colony a yet stronger
impulse was given to the forces tending towards a railway across British
North America, and several able pamphlets from the pens of persons
interested in British Columbia appeared.

The most striking of these was a handbook on British Columbia, pub-
lished anonymously in 1858, in the concluding portions of which were
given extracts from leading English statesmen. The following occurs in
an extract from a speech of Mr. Roebuck :-

" Plans had been laid before the Right Hon. Baronet, the Secretary for the Colonies (Sir
E. B. Lytton), for carrying a railway completely across the continent, so that a direct commu-
nication would be established between England and Vancouver's Island by way of Halifax.
This was a magnificent seheme; and he would tell the Right Hon. Baronet that if he suo.
ceeded in carrYing out the scheme he would achieve a renown that would hand bis name
down to posterity as a great Colonial Minister."

Mr. Roebuck, on the occasion on which the speech was made, from
which the above is, an extract, was followed by Viscount Bury, Sir B.
Bulwer Lytton, Mr. Gladstone and Lord John Russell, all of whom heartily
approved of his views.
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The handbook gives the proposal:-

"For carrying a railway from the head of Lake Superior through the Red River Settle-
Inent (about to be formed into a colony) and along the Valley of the Baskatcbewan, and
through British Columbia to the mouth of the Fraser River, opposite Vancouver's Island";
alo from ILilifax to Quebec.

A small map is appended to this handbook showing the projected line,
mnuch the same as the line surveyed by Mr. Fleming in 1871, and now
Mnder construction. From Ottawa it is drawn to Red River, to the south
of Lake Manitoba, and then by the Valley of the Saskatchewan to the
Imouth of the Fraser River. There is a branch drawn from this main line
from Red River to Fort William on Lake Superior, and another from
Mattawa to the Georgian Bay.

The main line crosses the Columbia River twice about on a line with
the Howse Pass. With the exception of the Rocky Mountain Pass the
line proposed looks very much like the reality.

In 1858 the Provincial Legislature of Canada incorporated " The North-
West Transportation, Navigation and Railway Company," with extensive
and multifarious powers, but for reasons not apparent on the surface it
never accomplished anything worthy of record.

In the Speech from the Throne, at the opening of the Canadian Parlia-
Iment, on the 14th of August, 1863, there occurs the following passage.-

"I have received a despatch fromi the Secretary of State for the Colonies, ene sing
Copies of a corresponience between ier Majesty's Government and the Agent of the
*Atlantic and Pacifie Transit and Telegraphic Company,' in reference to a proposal made by
that Company for the estiblishment of a Teleuraph and Postal communication between Lake
Superior and New Westminster, ib British Columbia. The importance of such an under-
taking to the British North American Provinces, both in a commercial and in a nilitary point
Of view, induces me to commend the subject to your consideration. Copies of the correspon-
Gience shall be laid before you, and I feel assured that, should sny proposal, calculated to
effect the establishment of such communication, on terms aivantageous ta the Piovince, be
submitted to you, it will receive encouragement at your bands."

In 1868, Mr. Alfred Waddington, a distinguished engineer, and a Man
deeply interested in British Columbia, brought his views on the subject %f
the building a Canadian Pacific Railway before the British public. On the

9th of March, 1868, he read a paper before the Royal Geographical SocietY, In
Which he ably stated the whole case, and with a knowledge of the country
80 accurate and authoritative as might well excite admiratiOn and

surprise. In this paper, and in a pamphlet published shortly afterwards,
like a practical man he with facts disposes of the difficulties in the way of
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the enterprise. The port to which lý diected his line wal Bâte Irilet,
hi main points being Ottawa, Fort Garry, Yellow Head PaËs and Bute
Iilet. The passage ià which he tabulated the various passes indicated an
assured knowledge and well grounded confidence.

Until his death Mr. Waddington was full of the idea of building the
railway; and on the 24th of March, 1871, he and Mr. William Kersteman
presented a petition to the Canadian Parliament, praying for an Act of incor-
poration under the name of the "Canadian Pacific Railway Company."
lie had a bill introduced and printed.

On the 17th of March, 1870, was read the petition of Charles P. Treadwell
and others, praying for an Act of incorporation under the name of the
"Canadian Pacifie Railway and Navigation Company," with power to
construct a railway from Ottawa through the Red River Territory and
Rupert's Land to the Pacifie Ocean, at Bute Inlet; also for the interposition
of the House in their behalf, to assist them in obtaining a grant of wild
lands in aid of their undertaking.

It may be worth here recording that Mr. Allan McDonell and many
other projectors fixed on Fucas Straits, or what we now know as Burrard
Inlet, as the objective point on the Pacifie.

In January, 1871, the Legislative Council of British Columbia, which
had been considering the action taken in the preceding year in Ottawa,
adopted an Address to Her Majesty, representing that British Columbia
was prepared to enter into the Union with the Dominion of Canada, on
tèrms which were substantially the same as those agreed on between the
British Columbia Delegation and the Dominion Privy Couneil in the pre-
vious year. The Address was, on the 28rd January, sent by the Lieutenant
Governor of British Columbia to the Governor General of Canada.

On the 17th of March, 1871, agreeably to a recommendation of His Excel-
lency the Governor General of Canada, a series of resolutions respecting
the àdmission of British Columbia into the Union with Canada were refer-
rad to à Comnirfittee of the Whole House, and on the 30th of the same month
the Hoùse à Contmons of Canada in crammittee coneurred in the terme and
ebiiditiolis of Uiön get forth in the above-mentioned Address, and resolved
that sil Addreàs should be presented to Her Majesty under the 146th clauke
e; the British Ndrth Amfierie!in Act, 1867, to unite British Columbia with
the Dominion of Canada on the said terme and conditions. On the Sit
the resolutions were reported, read a second time and agreed to, and a Select
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Comimittee was appointed to draw up-an Address to Her Majesty, embodging
said relu tions, which was passed àt the next sitting.

On the 16th of May, 1871, the terns of Union betweèn the Dominin of
Canada and British Columbia were cdfimed by Ùor Majesty in CoEcil,
and ttion directed to take effect on the 20th of July, 18iÏ.

On the 24th March, 1871, was read a petition from Alfred Waddington
and #im. Kerstemau praying for an act of incorporation under the name of
the " Canada Pacific Railway Company."

On the 11th of April, 1871, Sir Geo. E. Cartier moved, seconded,
by Mr. (now Sir Leonard) Ti.ley, that the House resolve itself into a Com-
littee to consider the following resolution:-

" That the railway referred to iii the Address to lier Majesty concerning the Union of
British Columbia with Canada, adopted by this House on Saturday the lot of April inst.,
abould be constructed and worked by private enterprise and not by the Dominion Govern-
muent, and that the public aid to be given to secure that undertaking should cons-st of such
liberal grants of land, and such subsidy in money or other aid, not increasing the present rate
of taxation, as the Parliamant of Canada shall hereafter determine."

The House having resolved itself into Committee and the resolution
having been reported, was read a second tiùe and agreed to.

On the 13th of March, 1871, on a memorandum of the Minister of
Public Works recommending the organization of a survey in view of the
contemplated extension of the railway systein of British North America
fron the Atlantic to the Pacifie, an Order in Council was passed autho-
rizing the Minister to organize for survey parties along the route of the
Proposed Railway Extension (1) between the Valley of the Ottawa and
Nipigon; (2) between Nipigon and Fort Garry; (3) between Fort Garry
and the Rocky Mountains; (4) between the Rocky Moufttains and the
Patific Ocean.

For the fiscal year ending 30th June, 1871, the sum of $250,000 was
appropriated for the Canadian Pacifie Railway, of which the sum of
880,148.32 was expended.

On the 26th of April, 1872, Sir George E. Cartier obtained leave to
bring in a bill respecting the Canadian Pacifie Railway. The bill was read
a first time and ordered for second reading on the following Tuesday.

On the 29th of April, 1872, a petition of the Hon. D. L. Macpherson and

Others was presented praying for an Act of incorporation under the name of
the "Interoceanic Railway Company of Canada," and on the same daY a
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petition of Sir Hugh Allan and others was presented praying for an Act of
incorporation under the naine of the " Canada Pacific Railway Company."
Bills on the above petitions were introduced on the 30th April and passed
through the different stages, and in due course became law.

On the 7th of May, 1872, the House resolved itself into Committee to con-
sider certain resolutions respecting the Canadian Pacifie Railway. The
Tesolutions were recommitted on the 21st and ordered to be reported. There
were eight resolutions, the first affirming the expediency of providing for the
construction of the said railway; the second relating to the extent between
some point near Lake Nipissing and some point on the Pacifie Ocean, and
the sixth fixing the gauge at four feet eight inches and a-half. The third,
fourth, fifth, seventh and eighth resolutions were as follows

"3. Thot the wl o'e line of such railway be constructed and worked by one Company, to
be approved of and agreed with by the Governor in Council, and be commenced within two
years and completed witbin ten years from the admission of British Columbia into the
Dominion.

"4. That the land grant to such Company to secure the construction and working of the
railway, shall not exceed fifty million acres, in blocks of twenty miles in depth on each side
of the line of the railway in Manitoba, the North-West Territories and British Golumbia,
alternating with blocks of like depth reserved for the Government of the Dominion, anc to
be sold by it, and the proceeds of such sale applied towards reimburuing to the Dominion
the sume expended by it on the construction of the said railway; such lande to be granted
from time to time as any portion of the railway is completed, in proportion to the length,
difficulty of construction and ocet of such portion, and in Ontario such land grant te be
sulject to the arrangement wbich may be made in that bebalf by the Government of the
Dominion with the Government of that Province: provided that, if the total quantity of land
in the alternate blocks to be so granted to the Company should be less than gifty million
acres, then the Governient may in its discretion grant to the Company such additional
quantity of land elsewhere as will make up, with such alternate blocks a quantity not
exceeding tifty million acres; and in the case of such addit'onal grant, a quantity of land
elsewhere equal to such additional g- ant shall be reserved and disposed of by the Govern-
meut for the sane purposes, as the alternate blocks to be reserved as aforesaid by the
Government on the line of the railway.

".5. That the subsidy or aid in money te be granted to such Company be such sum not
exceeding thirty million dollars in the whole, as may be agreed upoe between tbe Govern-
ment and the Copany, such subsidy to be grmnted from time to time by instalments as Any

portion of th" railway is completed in proportion to the length, difficulty of construction
and cost of such 1 ortion; the company allowing the coSt of the surveys of the line in
1871-72, as 1 art of such subsidy ; and that the Governor in Counoil be authorized to raise by
oan such sun as may be required to pay such subsidy.

' 7. That the Governznent may make such agreement as aforeaid with sny Company,
approved by the Governor in Council, and being inoorporated with power to construct a
rilWway on a line approved by him, from Lake Nipissing to the Pacifie ucean; or, that if
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there be two or more such companies having power singly or together to conztruct tuch
railway, they may unite as one Company. and such agreement may be made with the united
'COMpany, or, that if there be no such Company with whom the Government deema it
advisable to make such agreement, and there be persons able and willing to fori such Comn
Pany, the Glovernor may by charter incorporate them, and make such agreement with the
VCompany SO incorporated.

" 8. That the Government may further agree with the Company with whom such agree-
ment as aforesaid shall have been made, to construct and work a branch lige of railway from
sOme Point on the main line in Manitoba to sone point on the boundary line between that
Province and the United States, to conneet with the system of railways in the said States, and
anotber branch line from some point on the main line to, some point on Lake Superior, in
British Te-ritory ; and that such branch lines shall be deemed part of tbe said Canadian
Pacific Railway, and a lanâ grant in aid thereof may be made by the Goverunment to suoh
etent as mcay be agreed upon between the Government and the Company, not however to
exceed 20,000 acres per mile of the branch line in Manitoba, nor 25,000 acres per mile in the
branch line to Lake Superior."

A Bill embodying these resolutions became law on the lst June, 1872,
Under the title or "Anl Act respecting the Canadian Pacifie Railway, 85
Vic., cap. 71."

For the fiscal year ending 30th June, 1872, $250,000 more was appro-
priated, which made, together with the balance of the previous year,
4469,851.68, the expenditure exceeding the appropriation by $19,516.48,
having been in effect $489,428.16.

On the 81st of Jan, 1878, His Excellency the Governor General in
Council approved of a report of a Committee of the Honourable the Privy
Council, recommending that, as the Interoceanic Railway Company, and
the Canada Pacifie Railway Company would not unite, a company should
be incorporated under the 15th sec. of the Canadian Pacific Railway Act
(85 Vie., Cap. 71) by charter, for the construction and working of the Pacific
Railway, and further recommending that negotiations for that purpose
should be opened with certain gentlemen who were ready to enter into an
agreement for the above purpose.

On the 5th Feb, 1873, the, charter was signed by the Governor General
by the provisions of which a company, at the head of which was Sir Hugh
Allan, bound themselves to build the railway within ten years from the 20th
July, 1871, in consideration of which they were to receive a land grant of
50,000,000 acres, and a subsidy of $30,300,000, payable from time to time in
fistalments.

The Governor General, on the 18th of March, 1878, communicated
to the House of Commons, by Message, that he had granted a charter
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to a body of Canadian capitalièts for the construetion of the Canadian
Pacifie Railway : said message was also accompanied by papers and corres-
pondence relating to the subject, and a communication froin the Goveinment
showing the futile efforts which had been made to bring about an amalga-
mation between the Interoceanic Railway Company of Canada and the
Canada Pacific Railwary Company.

On the 31st of March, 1873, Sir John A. Màdonald laid before the
House correspondence on the subject of Kersteman's scheme for the con-
struetion of the Canadian Pacifie Railway.

In consequence of a motion made oin the 2nd of April, 1878, by the
Hon. Lucius Seth Huntington, concerning the Canadian Pacific Railway,
and which alleged amongst other things that he believed that an under-
standing had been entered into between the Government and gentlemen
named by him, concerning the contract for the construction of the said
railway, which was negatived;

The Right Hon. Sir John Macdonald, on the 8th of April, moved for a
Committee to investigate and report on the several matters contained in Mr.
Huntington's motion. The motion was carried.

A bill enabling the Committee to receive evidence under oath having
been diaallowed, His Excellency the Governor General wrote to Sir John
Macdonald suggesting a Royal Commission in order to get over the diffi.
culty.

On the 13th of August Parliament met and was prorogued.

On the 14th of August a Royal Commission was issued to the Hon.
Charles Dewey Phy, the Hon. Antoine Polette, and James Robert Gowan,
Eqý, to enquire into the matters and statements mad& by the Hon. LiLeina
Seth Huntington.

'È'he Commission met at Ottawa on the 1 Sth of Augneit, 1878, and clo6ed
its sittings on the lst of October. The terms of the Commissiôn did not
require the ComInisgionyers to expreis their opinion. In their report they
describe the courge of the enquiry, and point to the evidence côntained in
thirty-six depositions.

On the 23rd of October, 1873, Parliament met.

The Speech from the Throne contained these words:
" The Canadian Patific Cdmpany, to whom a Royal Chapter was granted, have, I regret

to ay, been unable to make the financial agreements necessary for the construction of that
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greàt iundertakiüg. They hawve, therefoi•e, elecuted ' urrenier of their ehitr, which has
been aecepted by me. You will, I trust, feel yourselves calléd uéon to také steps to secure
t ie early commencement and vigorous prosecution of that railway, and thus to carry out in
good faith the arrangement made with the Province of British Columbia. A measure for this,

Purpose will be submitted for your consideration."

On the 7th of November, the Ministry having resigned during the
debate on the Address, Parliament was prorogued.

The amount spent on the Pacifie Railway for 1872-73 was $561,818.44,

as per Public Accouuts, the sum appropriaied being $600,000.

Parliament met on the 26th of March, 1874. In the Speech from the

Throne the Members of the Senate and House of Commons were told:

" The enactment of 1872, respecting the Canadiah Padific Railway, havinâg failèd to
secure the prosecution of that great enterprise, you wili be called upon to consider what plan

will best and most speedily provide the means of transcontinental cômmunication with

British Columbia. A report of the Chief Engineer will le laid bfoéoe you, rbowing whit

Progrss wras maÉ during the past year fii the surveys cOcnnetéèd *ith the proed lirI."

On the 28th of April, Mr. (now Sir Richard) Cartwright, seconded by
the Hon. Mr. Ûôrion, moved the Ëotiie infò Com1mittee to consider resolu-

tions affirming the expediency of authorizing the raising, by way of loan,

foi the purpose of the co*struction of the Canaàdian Pacific Railway and the

iiprovement and enlargement of the canails, a sum of money not exceeding

£8,000,000 sterling. The resolutions were agfeed to on the 5th of May, and

a bill was introduced founded on the same, which became law. (37 Vie.,
cap. 2)

During the sessiôn of 1874 an Act was passed intituled "An Act to

Provide foi the constrncfion of the Canadian Pacifie Railway " (37 Vie., c. 14)

which provided that thé iaii*ay mglit be built as a Government work or

by a subsidized coinpany. the line was by this Act divided into four

sections and two branches: thé branches from the eastein terminus fo-

Géorgian Bay, and frin Fort Ôariy fo Pembina; the four sections: (il

Proin Lake Nipissing to Lake Superior; (2) from Lake Superior to

River; (3) from Ited River to somiie point bètieen fort Edmonton

the foot of the Rocky Mountains; (4) from the western teriminus of £

third section to the Pacifie. As soon as practicable, after the location of

the line should be determined on, a line of electric telegraph was to be

constructed in advance of the railway and branches, along their whole

extent respectively. Should the work be built by a company or comPamne,8



INTRODUCTION.

$10,000 per mile in monthly instalments, as the work progressed, was to
bave been paid, and land was to have been given, not exceeding 20,000
acres, for each mile in alternate sections of twenty square miles along the
line of the railway or at convenient distance from it.

Section Il provided that no contract.for any portion of the main line
.should be binding until it should have been laid before the House for a
month, or should have been approved by a resolution of the House.

Section 12 provided for building the line as a Government work. In
this case the construction was to have been let out by contracts offered to
public competition.

Sections 18 and 16 provided for the building of the branches either as a
public or by private enterprise.

Section 14 provided for the granting of a bonus or bonuses to existing
lines, not exceeding $12,000 per mile so as to secure the construction of
the branch lines extending from the eastern terminus of the Canadian
Pacifie Railway to connect with existing or proposed lines of railway.

The expenditure on the railway for 1873-71 was $310,22488, the
amount authorized being $538,181 50.

British Columbia, feeling that she had some ground of grievance
because of the non-fulfilment of the conditions of Union, Mr. Edgar was in
February, 1874, sent to British Columbia. His mission being unsuccessful
he was recalled. Mr. Walkem proceeded to London as a delegate from
British Columbia. The result of much negotiation was that Lord Car-
narvon suggested that both Governments should accept him as arbitrator.
In an Order in Council passed on the 23rd July, 1874, in which the
Committee of Council "advise that Lord Carnarvon be informed they
would gladly submit the question to him, whether the exertions of the
Government, the diligence shown and the offers made have, or have not,
been fair and just and in accordance with the spirit of the agreement,"
negotiations were prolonged, and in a despatch to the Earl of Dufferin,
dated the 17th November, 1874, Lord Carnarvon announced the conclusions
at which he had arrived, namely:

"1. That the railway from Esquimalt to Nanaimo shall be connenced as soon as possible
and cowpleted with all practicable despatch.

" 2. That the surveys on the mainland shall be pushed on with the utmosit vigour. On
"is point, after considering the representations of your Ministers, I fear that I have no alter-
native but to rely, as I do most fully and readily, upon thoir assurances that no legitimato
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effort or expense will be spared, first to determine the best route for the line, and secondlyr.
to proceed with the details of the engineering work. 1t would be distasteful to me. if indeed,
it were not impossible to prescribe strictly any minimum of time or expenditure with regard
to work of so uncertain a nature; but happily, it is equally impossible for me to doubt that.
Your Government will loyally do its best in every way to accelAate the completion of a duty
left freely to its sense of honour and justice.

" 3. That the waggon road and telegraph line shall be immediately constructed. There
seema here to be some difference of opinion as to the special value to the Province of the-
undertaking to complete these two works ; but after considering what bas been said, I am of
Opinion that they should both be proceeded with at once, as is indeed suggested by your
Ministers.

" 4. That $2,000,000 a year, and not $1,500,000, shal be the minimum expenditure on
railway works within the Province from the date at which the surveys are sufficiently corn.
pleted to enable that amount to be expended on construction. In naming the amount I
understand that, it being alike the interest and wish of the Dominion Government to urge on
with ail speed the completion of the works now to be undertaken the annual expenditure
will be as much in excess of the minimum of $2,000,000 as in any year may be found prao.
ticable.

"5. Lastly, that on or before the 31st of December, 1890, the railway shall be comapleted
and open for traffic from the Pacifie seaboard to a point:at the western end of Lake Superior
at which it will fall into connection with existing lines of railway through a portion of the
United States, and also with the navigation on Canadian waters. To proceed at present with
the remainder of the railway extending, by the country northward of Lake Superior, to the
existing Canadian lines, ought not, in my opinion, te be required, and the time for under

taking that work must be determined by the development of settlement and the changing
circumatances of the country. The day is, however, I hope not very distant when a con.
tinuous line of railway through Canadian territory will be practicable, and I therefore lo.k
upon this portion of the scheme as postponed rather than abandoned."

Subsequently, (20th Sept., 18175) an Order in Council was passed
respecting terms with British Columbia, which led to further negotiati ons

On the 3rd March, 1875, Mr. Mackenzie laid before the House articles
of agreement entered into between Asa Belknop Foster and lier Majesty
Queen Victoria, represented by the Minister of Public Works of Canada, for
the construction and working of the Georgian Bay Branch of the Canadian
Pacific Railway, bearing date the 27th Feb., 18175.

On the 13th March, 1875, upon the question that this House doth
concur with the Committee (of Supply) in the following resolution :-

"That a sum not exceeding 86,250,000 be granted to Her Majesty to defray expoDs1* Of
Pacifie Railway, viz.:-Telegraph line and consiruction of roadway $1,000,000; steel rails and

fastenings, $2,000,000; Pembina Branch, $500,000; Fort Shebandowan, $500,000; Georgian

Bay Branch, $500,000 ; Esquimalt to Nanaimo, $500,000 ; Mainland to Columbia, $250,000;

locks at Fort Francis, $150,000; Fainy Lake and Shebandowan, $540,000; Manitoba ani
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Saskatchewan, $50,000; Steamers, River Saskatchewan, and improvements in rapida, $60,000;
Lake of the Wods to Red River, $500,000, for the year ending 30th June, 1876."

Mr. (now Sir Charles) Tupper moved in amendment, seconded by Mr.
Pope, that the following words be added

"That in view of the engagements entered into during the past Session between the

Government of Canada and the Imperial Government and British Columbia, to build a railway

without delay from Nanaimo to Esquimalt, on Vancouver Island ; to expend not les than

$2,O00,00 per.annum, in British Columbig, on the Canadian Pacific Railway, and to complete

the construction of the line from the Pacifie Ocean t the shores of Lake Superior in 15 years;
this louse is of opinion that n> time should be ]ont in beginning the eastern portion of the

'Canadian Pacific Railway, and constructing iA as rapidly as is consistent, with a due regard to
-economy, from a point fixed by Parliament at a point near to and south of Lake Nipissing,
westward to Lake Nepigon, and thence to Red River, commencing at Lake Nepigon, and
working eastward and westward, and that Government sbould employ the available funds of

the Dominion in tbe first place in the completion of that great national work. A continuous

railway cn Canadian texritory by the shortest route from the Atlantio to the Pacifie Ocean."

'W hich amendment passed in the negative; and the question being

again proposed, Mr. Masson moved an amendment which was withdrawn,
when the resolution was agreed to.

On the 4th of November, 1874, an Order-in-Council was passed advising

that a subsidy of $12,000 per mile be granted to the Canada Central Rail-

way Company "nder the terms of the Act 87 Vic., çap. 14, providing for the

construction of the Canadian Pacifie Railway, said grant to aid in coustruot-

ing their lino from Douglas west to the eastern end of the branch railway

proposed to be built from Georgian Bay.

On the 13th of March, 1875, Mr. Mackenzie moved the ratification of the

said Order;
Mr. Masson moving an amendmeut to the effeet that no con-

traeta hould be ,etered into with ay company f0r tbe construction of the

,Georgian Bay Branch of the Canadia.n ePaciic ilway, nor agy sabey
granted until a thorotqgh and complete instrmental..avrve t abou]d have

been made of the route.proposed. The amendmeut was dlefeAtd, 4 _lbe

main question was resolved in the affirmative.

On the 81st March, 185, Mr. lnow Sir Charles) Tapper moved an

address to His Excellency, praying for copies of specifications and contracte

for any yportion of the Canadian Pacifie Radlway telsgraph, with corres-

pondence.
Mr. fBowell moved an amendment to add the words: " and this House

regrets that contracts have been made by the Government for the construc-
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lion of the line of telegraph from Lake Superior to Cash Creek, before the

location of the Canadian Pacific Railway has been determined on."

To this amendment, on the 2nd A pril, Mr. Kirkpatrick moved in

amendment to add the words: " contrary to the Statute authorizing the
construction of the said telegraph line, and therefore this House does not

approve of the said contracts." Both amendments passed in the negative.

Then the main question having been put, the address was ordered to be

presented.
On the 3rd of April, 1875, Mi Mackenzie laid before the House the

.contracts 13 and 14, in connection with the Canadian Pacific Railway,
for the grading and bridging from Red River to Lake of the Woods, con-
taining bills of works, general specifications and conditions of contract;
.and for the grading and bridging from Fort William to Shebandowan.

On the 3rd of April, 1875, Hon. Mr. Mackenzie moved that the
House ratify the contract proposed to be entered into with Messrs. Sifton

.& Ward, for that portion of the Pacific Railway extending from Fort
William to Shebandowan, a distance of about forty-five miles, at a cost of

-$406,194.
Mr. (now Sir Charles) Tupper, seconded by Sir John Macdonald, moved

that the consideration of the approval of the said contract be postponed to

this day three months, which was passed in the negative after a division.
The House then divided on the main question, when it passed in the
affirmative.

On the same day the Government were authorized to.enter into a con-
trpet, during the recess, for the Construction of that portion of the Pacifie
Railway from Rat Portage to Cross Lake, thirty-seven miles.

The expenditure on the railway for 174-75 was $1,516,241.e7, the

fgouWt authorized being $2,650,009.

On the 20th ofSeptember, 1875, an Order-in-Council was passed, in whkh
it was stated that the Committee of Council had had under considerationthe
diffiotlties arising out of the agreement made in 1871 for the constructioed>f
the Canadian Pacific Railway, the conditions of which were quite imP""e-
-ticable of fulfilment ; that it had been agreed that after location, 42,0090U0
should be expended yearly upou construction in British Columbia, aud that

.a railway from Esquimalt to Nanaimo should he built ; thst every 8teP in

the negotiations leading to this result was subject to the condition that the

-existing rates of taxes should not be increased ; that there were obYious
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reasons, under ordinary circumstances, against the Canadian Government
building a line from Nanaimo to Esquimalt, which really formed no part

of the line of the Canadian Pacific Railway, and was purely a local work ;
that the bill for building this railway was thrown out in the Senate; that
it was reasonable British Columbia should herself construct this work, and
that $750,000 would be a liberal compensation for not going on with the

work.
On the 6th of December, 1875, the Privy Council of British Columbia

declared that they dissented from the views of the Order-in-Council
described above, and refused the offer made.

Early in 1876, the members of the Legislative Assembly of the
Province of Lritish Columbia, in session assembled, petitioned Her

Majesty, reciting the petition of the British Columbia Government of 1874,.
the Carnarvon settlement, the assent as they alleged thereto of the Dominion

Government, and stating that the Dominion Government had "almost wholly'

disregarded the terms of the said settlement, the promised commencement of

the railway not having taken place either on the island or on the main-

land, nor had the agreement in the settlement for the immediate construc-

tion of the Provincial section of the Trans-Continental Telegraph Line been

carried out. The Minute of the Privy Council of Canada of the 20th
September, 1876, is then referred to, and it is pointed out that the Dominion
Government in the said Minute affirmed that the section of the railway
on Vancouver Island is not part of the Pacific Railway, but was offered to
British Columbia in compensation for local losses caused by delays in the
construction of the Pacific Railway, whereas no such offer was ever made
or even suggested to the Province of British Columbia; " that the Domin-

ion Government state in their Minute of the 20th September last, that it

cannot be too clearly understood that they will not abide by or observe the,

agreements in the settlement for an annual railway expenditure of $2,000,-

000 in the Province, and for the completion of the railway from the Pacific
to Lake Superior by the year 1890, if the performance of such agreements

should interfere with the conditions of a resolution passed by the Ilouse of
Commons in 1871, after our terms of Union had been assented to by that
body. The terms of this resolution were in effect that the railway should

be constructed and worked by private enterprise and not by the Dominion

Government; and that subsidies in land and moneys to an extent that
would not increase the rate of Dominion taxation, should be given in aid

.of the work by the Government ;" but in 1874 the terms of said resolution
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were abandoned, rate of taxation was increased, and the construction of

railway undertaken by Government; the offer of $7A0.000 s cash bonus
for foregoing the fixed term for completion of the R1avy ani the agree-
ments for a yearly expenditure, and the refusal of the offer having beei set
out, the original terms of Union are recited, and the praye r asks that the
Dominion Government be moved to immediately carry outi the terms of the
Carvarnon settlement.

On the 13th of March, 1876, an Order-in-Council vas passed reviewing
the whole controversv with British Colurmbia, denying some of lhe con-
clusions of the above petition, and concluding: " It reins only to
endeavour to construct the Pacifie Railway as rapidlv is the resources of
the country will permit."

On the 3rd April, f876, Mr. Mackenzie presented a retur to au address for
a statement of the tenders received for the construction of a line of telegraph
in connection with the Pacific Railway, showing the names of the parties
tendering, the amount asked by each such party, and the names of the
sureties; also copies of the contract between the Governmeît and F.
Barnard, Esq., in relation to the construction of th, said line of telegraph.

On the 7th of April, 1876, Mr. Young reported froi the Committee of
Supply, several resolutions which read as follows:-

"1. Resolved, That a sutn not exceeding two rillion eight hiundrei a-n 1 we thousand
dollars be grented to Her Majesty, to defray expenses of Picili3 Railway for the year ending
30th June, 1877.

" 2. Resolved, Thst a sumi not exceeding five hucndred thousand doller3 be granted to
Her Majesty, to defray expenses of Pacific Railway Survey and Engineerin r, for the year
euding 30th June, 1877.

The first resolution being read a second time,

Mr. Ross (Middlesex) moved, seconded by Mr. Sinclair, and the question
being put, that the words " and while granting this sum, this -ouse desires
to record its view that the arrangements for the construction of the
Canadian Pacific Railway, should be such as the resources of the country
will permit without increasing the existing rates of taxation," be added t
the end thereof; the House di'vided : and the names being called for, the
.numbers were, yeas 149; nays 10.

On the 8th of April, 1876, the second resolution being read a second time
Mr. Plumb moved, seconded by Mr. Kirkpatrick, and the question being

put, that the words "that while concurring in this vote, this House desires
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to record its opinion that the count ry is pledged to the construction of the
Pacifie Railway in its agreement with British Columbia, and that it is in
sceordance with that agreement, and with the publie interest, that the
surveys should be energetically proceeded with, in order that the construc-
tion of the road should be prosecuted as rapidly as the resources of the
country will permit without adding to the burdens of taxation," be added
at the end of the said resolution ; the House divided : and the numbers were,
yeas 36; nays 89.

So it passed in the negative.

The said resolution was then agreed to.

On the 11th of April, on motion of Hon. Alex. Mackenzie, seconded by
Mr. Blake,

' Resolved, That the Governient be authorized to enter into contracta during the reces
with parties sending in the lowest available tenders for the works of construction of the
following portions of the Canadian Pacifie Railway, viz. :-From Fort William westward
towards Lac des Mille Lacs, and the crossing of Steel River; from Rat Portage to Cross Lake?

Expenditure 1875-6, $3,846,567.06 ; authorized, $6,250,000.
On the 28th February, 1871, in consequence of motions by Mr.

McCarthy and Mr. Kirkpatrick, an address was ordered to be presented to
flis Excellency the Governor General asking for papers relative to the
construction of the Georgian Bay Branch and specially for a statement of
the service or services for which the sum of $109,000.50 had been paid to
A. B. Foster on account of that contract; also for evidence that the
Canada Central Railway Company had provided sufficient means with the
Government bonus to secure the completion of the line on or before Jany.,
1877; also for statements as to payments and the value of rails delivered
at any point of the said line, &c.

On the 26th March, 1877, Mr. Mackenzie laid on the table copies of
contracts entered into for construction of the Canadian Pacifie 1Railway.

On the loth of April, 1877, on the motion that Mr. Speaker leave the
chair, Mr. Kirkpatrick moved an amendment condemning as unconstitu-
tional and a violation of the Act of 1874 the building of Fort Franices Lock,
as a work of the Dominion, by time work. The motion passed in the
negative.

On the 21st of April, on the motion that the Speaker leave the chair,
Mr. Tupper noved that that House could not approve of the course taken
by the Government with respect to the Canadian Pacifie Railway, which
passed in the negative on the 24th.
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The expenditure on the railway during 1876-77 was $1,691,149.97,
-3,310,000 being authorized.

On the 5th of March, 1878, Mr. Mackenzie presented a return to an
address for a copy of any reports in possession of the Government made in
1877 by Admiral de Horsey respecting the port or ports most suitable for a
terminus of the Canadian Pacific Railway in British Columbia, with cor-
respondence.

On the 4th of A pril, 1878, a bill to amend " the Canadian Pacifie Rail-

way Act of 1874" vas read a second time. This bill was amended in the
Senate, and the Conmnons not agreeing with the amendments of the Senate
it dropped.

On the 18th April, 1878, an Order in Council was passed which,
having recited the Georgian Bay Branch contract with Mr. Foster in 1874,
-and its cancellation iii 1876; the Order in Council of the 4th of November,
1874, granting a subsidy to the Canada Central iRailway, the advised pause
in the vork in consequence of the lapse of the Georgian Bay Branch con-
tract; certain reports ; a letter from the Canada Central Company, dated
the 10th Feb., 1877, proposing to build the westward extension from
Pembroke to the south-east corner of Lake Nipissing, for a total bonus of

$1,440,000; a letter from Ir. Fleming saying his information would go to
show that a hle with more favorable gradients mright be obtained on the
route nlow proposed to be adopted by the Canada Central, and that it
would serve the interests of the country fully as well, as the line to which
it was a proposed alternative ; a resolution of the flouse of Assembly of
the Province of Quebec, iii favour of a junction at Pembroke ; having recited
these, the Order in Council recommended that the proposal of the Canada
Central should be accepted, the Coimpany within three months from the
ratification of the Order in Council, to satisfy the Minister of Publie
Works that they had entered into a bond fide contract for the building of
the Railway.

This Order in Council having been laid before the louse, on the 24th
-of April, on the 7th of May, on the motion of Mr. Mackenzie, was ratified.

The expenditure on the Pacific Railway during 1877-8, was $2,228,-
-373.18, the sum authorized being $2,679,900.

On the 13th March, 1879, Mr. (nlow Sir Charles) Tupper laid before

the House--



INTRODUCTION.

" Articles of Agreement entered into between leney, Charlebois and Flood, and Her

Maiesty Queen Victoria. represented by the Minister of Public Works of Canada, to do the
excavation, tiack-1a3 ing, etc., of the Georgian Bay Branch of the Canadian Pacifie Railway,
from Station 0, South River, to French River, 50 miles (37th contract).

" Also, articles of agreement entered into between Kavanagh, Murphy & Upper, and
Her Majesty Queen Victoria, represented by the Minister of Public Works of Canada, te do
excavation, grading, track-laying, etc,, of part of the Pembina Brancb, between St. Boniface
and Emerson, Canadian Pacifie Railway (33rd contract).

" Also, agreement by Joseph Whitehead (13th Sept, ]S7S,) te make embankments on

Sifton, Ward & Co.'s contract, No. 14, Canadian Pacifie Railway, at a less cost to Government
than per contract of Sifton, Ward & Co., No. 4572, accepted by the Minister cf Public Works,
8th October, 1878, and further agreement by Joseph Whitehead.

Also, articles of agreement entered into between Gouin, Murphy & Upper, and Her
Majesty Queen Victoria, represented by the Minister of Public Works of Canada, to build a
ten stall engine house on the station ground at Selkirk, Manitoba, for the Pembina Branch of
the Canadian Pacifie Railway (40th contract).

And also, agreenent entered into between George Stephen and ler Mjesly Queen
Victeria, represented by the Minister of Public Works of Canada, respecting running powers
over the Pembina Brinch, Canadian Pacifie Railway.

On the 21st Maich, 1879, Mr. Tupper presented:-

"Articles of agreement entered into between Fres ýr, Minning & Co. and Her Majesty
Queen Victoria, represented by the Miniater of Public Works of Canada, te do the excava-
tion, grading, bridging ballasting, track-laying, &c., from Eagle River te Keewatin, 67 miles,
on the lino of the Canadian Pacifie Railway (B) contract No. 42.

" Also, articles of agreement entered into between Thomas Marlis, John Ginty, P. Purcell
and H. Ryan and Her Mjesty Queen Victoria, represented by the Minister of Public Works
of Canada, te do the excavation, grading, bridging, ballasting, track-laying, &c., from English
River te Eagle River, 118 miles, on the line of the Canadian Pacifia Railway (A).

" And, also, schedules of tenders, for contracts, Canadian Pacifie Railway, viz. :-Scbedule

A, from English River te Èagle River, 118 miles ; schedule B, from Eagle River te Keewatin,
67 miles, and schedule C, from English River to/Keewatn, 185 miles."

On the 30th of April, 1879, Mr. Tupper, laid before the liouse

"Agreement between Joseph Upper, Benjamin W. Folger, James Swift and Matthew
H. Folger, under the naine and firm of ' Joseph Upper & Co,' and Her Majesty the Queen,
represented by the Minister of Public Works of Canada, t equip and work the Pembina
branch of the Canadian Pacifie Railway, in lieu of Government, under agreement of 3rd
August, 1878, of George Stephen and St. Paul & Pacifie Railway Company."

On the 8th of May, 1879, several resolutions were reported fromn Com-
mittee of Supply for Pacific Railway purposes, the total vote being
$5,910,000

On the 10th of May, 1879, Mr. Tupper proposed the following resolu-
tions:
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"1. Resolved, That engagements have been entered into with British Columbia as a
cOldition of Union with Canada, that a lino of railway to connect the Atlantic with the Pacifie
shall be constructed with all practical speed.

" 2. Resolved, That the Pacific Railway would form a great Imperial highway across the
continent of America, entirely on British soil, and would provide a new and important route
from England to Australia, to India and to all the deDendencies of Great Britain in the
Pacifie; as also to China and Japan.

" 3. Resolved, That reports from the Mother Country set forth an unprecedented state
of enforced idleness of the working classes, and the posibility of a seheme of relief on a large
scale being found indispensable to alleviate destitution.

"4. Resolved, That the construction of the Pacifie Railway would afford immediat e
employment to numbers of workmen, and would open up vast tracts of fertile land for
Occupation, and thus would form a ready outlet for the over-populated districts of Great
Britain and other European couatries.

" 5. Resolved, That it is obvious that it would be of general advantage to finI an outlet
for the redundant population of the Mother Country within the Empire. and thus build up
flourishing colonies on British soil, instead of directing a stream of immigration from England
to foreign countries.

" >. Resolved, That in view of the importance of keeping good faith with British
Columbia, and coml#etiLg the consolidation of the Confederation of the Province i in British
North America, and for the purpose of extending relief to the unemployed working classes of
Great Britain, and affording them permanent homes on British soil; and in vie N of the
national character of the undertaking, the Governm nt of Canada is authorized anI directed
to use its best efforts to secure the co.operation of the Imperial Government in this great
undertaking, and obtain further aid by guirantee or otherwise in the construction of this
great national work.

"7. Resolved, That it is further expedient to provide (1.) That one hun Ired million
acres of land and all the mineral they contain, be appropriatel for te purposes of construct.
ing the Canadian Pacifia Railway. (2.) That the land be vested in Commiss'oers to Le.
specially appointed, and that the Imperial Government be represented on the Commission*
.3.) That all the ungranted land within twenty miles of the lino of the Canadian Pacifie
Railway belonging to the Dominion be vested in such Commission ; and that when the lande
Slong the lino of the Canadian Pacifia Railway are not cf fair average quality for settlement,
a corresponding quantity of lands of fair quality shall be appropriated in other parts of the
country, to the extent in all of 100,000,000 acres. (4.) That said Commissioners be authorized
to seli, from time te time, any portions of such land at a price to be fixed by the Governor-in
Council on their recommendation at the rate of not less than $2 per acre; and that they m'y
b. required to invest the proceeds of such sales in Canadian Government securities, to be
held exclusively for the purpose of defraying the cost of the construction of the Canadian
Pacifie Railway.

"8. Resolved, That the withdrawal for sale and settlement of lands for twenty miles On
eachside of the located line of the Pacific Railway, has, in part, had the effect of throwing
settlements south and west of Lake Manitoba.

"9. Resolved, That in the existing state of thing@, it is desirable to combine the promo-

tion of colonization with railway costruction on the Canadian Pacific RailwaY west of Red
River.
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"10. Resolved. That the Gorernment be authorized and directed to locate a portion of»

the Canadian Pacifie Railway from the Red River westerly, runnivg to the south of Lake

Manitobs, with a branch to Winnipeg; and if they deem it advisable to enter into a contract,

for expending a sum not exceeding $1,000,000 in constructing the said railway without pre-

viously submitting the contracta to Parliament.

"11. Resolved. That it ls expedient to make frther explorations in the Peace and Pine-

River districts, and other sections of the country not yet examined, in order to ascertain the

fesibility of a lino through îte largent extent of fertile territory, before beginning the work

of construction in British Columbia.

"i 12. Resolved. That in the opinion of the Bouse the selection of the Buriard Inlet ter

minus was premature.

<«13. Resolved. That it is necessary to keep good faith with British Columbia, and com-
mence the construction of the railway in that province as early as is practicable.

"14. R<solved. That the Government be authorized and directed to make such further

explorations as they may deem necessary for the said purpose, and so soon as they finally

selected and located the Une, to enter into contracts for constructing a portion of the same,.

not exceeding 125 miles, without the further sanction of Parliament, no that the work of con-

struction may, at latent, be commenced during the present sea-on, and thereafter be vigour-

ously prosecuted."

On the 15th of May, 1879, assent was gfiven to an Act to amend "the
Canadian Pacific Railway Act, 1874," embodying the main features of these
resolutions.

On the same day assent was given to another amending Act, which-
would enable the Governor-in-Council to make certain arrangements as to
the Pembina Branch.

The expenditure for 1878-79 was $2,240,285.47, the amount authorized
being $2,949,700.

On the 16th Feby., 1880, Sir Charles Tupper laid before the House:-

I.l#rticles of agreement entered into between John Ryan and Her Majesty Queen
Victor ia, represented by the Minister of Railways and Canals, to do the excavation, grading,
bridging, track.laying, ballasting, station building, &e., on the Colonization Railway, north-
wosterly from Winnipeg, Manitoba, about 100 miles, Canadian Pacifie Rilway.

" Alse, articles of agreement entered imo between Andrew Onderdonk and Her Majesty

Queen Victoria, repreEented by the Minister of Railways and Canals, to do the excavation,.

grading, bridging, tracklaying, ballaating, &c , from Emory's Bar to Boston Bar, British

Columbia, about 29 miles (Section A) Canadian Pacifie Railway.
* Also, articles Of agreement entered into between Andrew Onderdonk and Her Majesty

Queen Victoria, represented by the Minister of Railways and Canals, to do the excavation'

grading, bridging, track-laying, ballasting, &c., between Lytton and Junction Flat, about six
miles above Spence's Bridge on River Thompson, British Columbia, about 284 miles in length,

ection C) Canadian Pacifia Railway.
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SAlso, articles of agreement entered into between Ryan, Gcodwin & Co. and Her
llvjesty Queen Victoria, represented by the Minister of Railways and Canals, to do the
exCavation, grading, bridging, track-laying, ballasting, &c., between Boston Bar and Lytton,
British Columbia, about 29 miles (Section B) Canadian Pacific Railway.

"Also, articles of agreement entered into between Andrew Onderdonk and Her Majesty
Qneen Victoria, represented by the Minister of Railways and Canals, to do the excavation,
gtnding, bridging, track.laying, ballasting, &c., between Junction Flat and Savona's Ferry
British Columbia, about 40& miles li length (Section D) Canadian Pacifie Railway.

"Also, articles of agreement entered into between Miller Bros. & Mitchell and Her

Majesty Queen Victoria, represented by the Minister of Railways and Canals, to supply 700
tons of railway spikes, delivered 400 tons at Fort William and 300 tons at Montreal, for the
Camadian Pacifie Railway.

" AIso, articles of agreement entered into between the Dominion Bolt Company and Her

Msjesty Queen Victoria, represented by the Minister of Railways and Canals, to supply 35
tons of fish.plates, bolts and nuts at Fort William, for the Canadian Pacifie Railway.

" Also, articles of agreement entered into between R. Dickson and Her Majesty Queen
Victoria, represented bwy the Minister of Railways and Canals, to erect station buildings and

plaIforms on the Pembina Branch of the Canadien Pacifie Railway.

"Also, articles of agreement entered into between Guest & Co. and Her Majesty Queen
Victoria, represented by the Minister of Railways and Canals, for the supply of 10,000 tons of

teel rails, &c., for the Canadian Pacifie Railway.
"And, also, articles of agreement entered into between West Cumberland Iron and Steel

Company, limited, and Her Majesty Queen Victoria, represented by the Minister of Railwaya
and Canais, to supply 5,000 tons of steel rails, with copies of cablegrams and correspondence

'ra onnection with letting of the following contracta : The West Cumberland Iron and Steel
Co., limited, for 2,000 tous; the Barrow Co., for 1,50) tons; the Ebbw Va'e Co., for 1,500

toOns, and the Patent Nut aud Bolt Co. for 48 tons.

On the 10th March, 1880, Sir Charles Tupper laid before the House:-

" Articles of agreement entered into between the Barrow Homatite Steel Company,
limited, and Her Majesty Queen Victoria, represented by the Minister of Iailways and
Canals, fer the supply of 30,000 tons of steel rail*, with fisb plates, bolts and nuts, for the
Cauadian Pacific Railway.

On the 16th April, 1880, on the question that the Speaker leave the
Chair, Mr. Blake moved, seconded by Sir A. J. Smith, that the publie
interests require that the work of constructing the Pacific Railway in
British Columbia should be postponed.

This motion, on the morning of the 21st of April, 1880, was negati0d4

on a division.

On the 5th of May, Mr. Rykert, reported from Committee a resolutiOl
embodying a substitution for the seventh of the series of resolutiOns re-
lating to the Canadian Pacific Railway adopted by the House on the 12th

and 13th of May lat -
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'<(a.) That 100,000,)O acres of land in Manitoba and the Nortb-West Territnriesbe appro-

priated for the purpose of constructing the Canadian Pacific Railway.

" (b.) That such lands shall bc froin time to time selected and reserved by order of the

Goverror in Council a- railway lands, and shall be of fair average quality for settlement.

"(c.) Thit such lands shall be sold at prices to be fixed fromt timle to time by the

Governor in Courcil, but in no case at a rate of less than one dollar per acre.

"l(d.) That the proceeds or î neb sales, after deducting the cost of survey and manage-

ment, shall be devoted exclusively to the purpose of defraying the cost of the construction of

the Canadian Pacifie imilway.

The resolution was read a second time, and the question having been
put:

Mr. Blake moved an amendment to the effect that the sales of rail-

wav lands shall be on conditions of actual settlement, which was negatived

on division.

The main question then passed in the affirmative.

On the Gth of Ma-, I880, on the motion of Sir Charles Tupper,
seconded by Sir John Macdonald, it was resolved that this House do

approve of the conitract for the construction of one hundred miles of that

portion of the Canadian Pacifie Railway commencing at the end of the
48th contract, near the western boundary of Manitoba, and extending to a
point on the west side of tle valley of Bird Tail Creek, which contract
was laid on the table of the House on the 3rd instant.

On t7- 7th of May. 1880, assent was given to an " Act to amend the
Acts respecting the Canada Central Railway Company," by which the
time flxed for the completion of the Railway was extended, and additional
powers given and provisions made by which other lines and the Govern-
ment have running powers over the Canada Central.

On the same day, assent was given to " An Act to ratify and confirm
a certain agreement therein mentioned, between the Government of Canada
and the Canada Central Railway Company." The Company, by an Order
in Conneil passed under authority of the Act of 1874, and ratified by a
resolution of the HIouse, were entitled to receive from the Government of
Canada a subsidy of $12,000 per mile, upon the extension of their Une
westward, to such point as might be selected by the Government as the
terminus of the Canadian Pacifie Railway, near Lake Nipissing. By the
said. Order it was provided that, the Company should have the option of
substituting the payment by the Government of the interest, or part of
the interest on the bonds of the Company running over such term of
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years as might be approved by the Goveinor in Council, in lieu of the

mileage subsidy. The Government agreed to assume the payment of the

interest (but only until the maturity of the principal) on an issue of bonds

amounting to £500,000, payable in twenty years, upon condition among
other things that the sum of $1,527,085.50 should be deposited by the
Company with the Government, to be held as security for the due com-

pletion of their line, subject to certain terms and conditions, amongst
these being the granting of running powers to certain lines mentioned.

The expenditure for the year ending 30th of June, 1880, was $4,044,-
522.72, the amount authorized being $6,910,000.

N. FLOOD DAVIN.
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On the 16th of June, 1880, the following Commission was issued:-

CANADA.

VicToRIa, by the Grace of God, of the United Kingdom of Great Britain and Ireland,,
Queen, Defender of the Faith, &c., &0.

To al to whom these presents shall come, or whom the same may in any wise concern,-

GaEUTINo.

Whereas, it appearS froR a Report of our Minister of Railways and Canals of Canada,
baring date on or about the 20th day of May, in the year of Our Lord one thousand eight
hundred and eighty, among other things that an expenditure has been incurred from the
month of April in the year of Our Lord one thousand eight hundred and seventy-one, down
to the thirty-first day of December in the year of Our Lord one thousand eigbt hundred and
seventy-nine, and charged to the accouut of the Canadian Pacific Railway, amounting to the
sum of fourten millions two hundred and eighty-seven thousand eight hundred and twenty,
four dollars. That two changes in the Government of Canada have taken place during that.
period; that important questions have arisen and become the subject of discusaion, both in.
and out of the Parliament of Canada, touching the propriety of and responsibility for, large
expenditures connected with this work. That allegations have been made as to divers irregu-
larities and extravagancies, neglects and other derelictions of duty on the part of the officers
and others employed in the said work, and that sundry irregularities and improprieties have
taken place in the obtaining of contracta for portions of said work and in the performance of
the same;

And whereas, We deem it expedient in the interest of and as connected with the good
government of Canada, to cause enquiry to be made into and concerning ail the facto con.
nected with such work, and the conduct and prosecution thereof from its inception to the
present time ;

Now know ye, that we, by and with the advice of Our Privy Couveil for Canada, do by
these presents nominate, constitute and appoint George M. Clark, Esquire, Junior Judge Of
the united counties of Northumberland and Durham, Samuel Keefer, Esquirr, Civil Engineer,
and Edward Miali, Esquire, junior, Assistant Commissioner, Inland Raven ue Department
Vommissioners to make enquiry into and concerning aIl the facto connected with and the
conduct and prosecution of the Canadian Pacific Railwasy from its inception to the present
time. And we do hereby authorize and require them to report fully, fromi time to time, all
matters that they May think it right and priper for them ti repoit under their Comenission,
and especially their conclusions as to the mode in which such work has been carried on, both.
from an engineer'ng and financial point of view, and the proper discharge of their duties by
aIl officials and others in reiation te the said railway ; and aliso as to the manner in which ail
contracts have been obtained and executed on the said work, and ai to the p'ymnts made
for and in respect of said work.

And We do hereby, under the authority of an Act of the Parliament of C infda, passed in,
the thirty-first year of Our Reign, chaptered thirty-Eight, and intituled: " An Act respecting
Inquiries concerning Public Matters," confer upon the said Commissieneis tbe power of
summoning before them and party or witnesses, and of requiring them to give evidence on
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oath, orally or in writing (or on solemn affirmation, if they be parties entitled to affirrn in
Civil matters), and to produce such documents and things as such Commissionera deem
requisite to tbe full investigation of the matters into which they are appointed to examine
And We do order and direct that the said Commissioners report to Our Secretary of State for
Canada from time to time, or in one report, as they may think fit, the result of their enquiry.

In testimony whereof We have caused these Our Letters to be made Patent, and the
Great Seal of Canada to be hereunto afUxed :-Witness Our Right Trusty and Well-
beloved Councillor, Sir JoHN DOUGLAS SUTHERLAND CAMPBELL (commonly called Th.

Marquis Of Lorne), Knight of Our Most Ancient and Most Noble Order of the Thistle,
Knight Grand Cross of Our Most Distinguished Order of Saint Michael and Saint

George, Governor-General of Canada and Vice-Admiral of the sane.

At Our Government House, in Our City of Ottawa, this Sixteenth day of June, in the
Year of Our Lord One thousand eight hundred and eighty, and in the forty.
third year of Our Reign.

By Command,

(Signed) J. C. AIKINS,
Secretary of State.

Z. À. LASH,
Deputy Minister of Justice, Canada.





REPORT

OF THE

CANADIAN PACIFIC RAILWAY

ROYAL COMMISSION.

To the Honourable The Secretari of State:-

We, the undersigned, having been appointed by a Royal Commission,
dated the 16th of June, 1880, to make enquiry into and concerning all facts
connected with, and the conduct and prosecution of, the Canadian Pacifie
Railway from its inception to that time,-and to report all matters that we
might think it right and proper for us to report under our commission,
have the honour to report as follows:-

Shortly after the issue of our commission we met at the city of Ottawa,
and, preparatory to calling witnesses, took steps to inform ourselves, as well
as the material at our command would permit, on the different branches of
the subject referred to us.

Our first sitting for the reception of evidence under oath was on the
12th of the following August,-after due notice of the appointment for that
purpose had been given in newspapers.

The public was then admitted to the place of hearing and accommoda-
tion found for the press reporters. Proceedings were commenced by the
Secretary reading the commission, after which the Chairman made the
following remarks:-

"The language of the commission just read, and the fact that it was
accompanied by nio instructions from the Crown, make it apparent that our
enquiry is not to be limited to particular transactions. It is evidently
intended that we should obtain from reliable data, a general knowledge of
the various steps in the progress of the Canadian Pacifie Railway, as well
as a more thorough insight into all those matters pertaining to it which
mfay seem to us to require explanation.
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Iaving considered the history of this undertaking as it appears upon
the published records, we proceed now to call witnesses whose evidence
will be given under oath.

Some gentlemen in the interest of newspapers have applied to us at

<liflerent times to ascertain definitely whether our sittings would be held

with open doors. As no decision was arrived at, and as some of these

gentlemen are present, it is proper to say that we, the Commissioners, are
unanimous in the desire to admit the public to all our hearings, and yet,
while there is every reason to suppose that our wish can be gratified, we
feel it to be due to ourselves and inseparable from the responsibility which
we have assumed, that we should preserve throughout our course an inde-
pendence of judgment. We cannot consent, therefore, to part with this
independence at the outset by laying down a rule of procedure to be
followed under all circumstances and at all hazards. In fulfilling the
trust committed to us, our main object must be to elicit the whole truth;
compared with this the question of open or closed doors becomes insignifi-
cant. If, then, it should appear that on any occasion our end will be best
attained by delaying the publication of the proceedings, we shall not hesitate
for that occasion to conduct them in private.

It is probable that most of the documentary evidence necessary to be
laid before us will be found in the control of some one or more of the De-
partments of Government, and that much of the oral testimony will be
given by persons whom we can summon without difficulty. But we do
not conceal from ourselves th'ât there may be sources of important informa-
tion which ought to be open to us, and which we cannot reach without
the aid of others-others who will volunteer their assistance.

We are anxions to hear all the evidence that:can be properly received,
and that can throw light on any part of the subject referred to us, and we
shall be glad to receive help from every quarter in prosecuting the investi-
gation upon which we have entered."

We then proceeded to call witnesses, who were sworn according to the
practice prevailing in courts of law.

During our investigation we have heard one hundred and seven wit-
nesses, under oath, at different sittings, of which fifty-three were held at
Ottawa, and twenty-seven at Winnipeg. The evidence of each witness was
recorded by a stenographer, sworn to report it fully and faithfully in the
language used.
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Our hearings have been held, invariably, with open doors.

The names of the witnesses who were examined are hereto appended.
No one failed to appear who was requested or summoned so to do.

In addition to what has been said by witnesses viva voce, Mr. Schreiber,
Mr. Gamsby and Mr. Nixon have answered, in writing, inte ogatories
which we submitted to them, respectively; and Mr. Moberly, after being
examined by us, as a witness, at Winnipeg, tendered, of his own accord, a
-supplementary deposition, supported by his oath, before a Commissioner of

,he Queen's Bench.

AlU the testimony under oath, except three depositions hereinafter men-

tioned, but including as well the said interrogatories and answers, and the
said deposition of Mr. Moberly, as the evidence of witilesses who appeared

before us, is contained in the accompanying volumes I and II.

The three excepted depositions are those of Mr. William Sifton, Mr.
Henry W. Wynne and Mr. Albert H. Clark, which were voluntarily for-
warded to us by Mr. Henry W. Sifton. As we have had no opportunity of
examining these persons we do not treat their depositions as we have the

regular evidence, and we place them amongst the exhibits in the
appendix.

In addition to the evidence so set ont we have availed ourselves of

much that is documentary, iiicluding plans and printed and written papers
put in as exhibits during the examinations of witnesses, as well as copies of
correspondence and returns furnished at our instance by the Department of
Railways and Canals, and also other documents which belore the- date of
our commission were on record in Departments of the Government.

Of the exhibits, some either in full or to the extent that we considered
them material, are set out in the body of this report; others are printed in
the appendih; others are submitted herewith in manuscript as we received
them.

They are nuinbered consecutively and in the appendix we furnish a
list showing where each exhibit is now to be found.

In taking evidence we were unable to follow any prescribed order,
and we called upon each occasion the witness who could be obtained with
the greatest convenience.

With a view of making up for this lack of order in the evidence, and
for the omission from our report of many facts proved, marginal notes pre-
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pared by the Secretary, and an analytical index so arranged as to facilitate

as far as possible the search for what has been said on any given matter,
have been added to the text of the first two volumes.

In deciding upon the scope of our enquiry, we concluded;

(1.) That it was not our duty to criticise the principles upon which

any Government had conducted any part of the public affairs;

(2.) That the action of a Department in carrying out any business

matter connected with the Railway was within our cognizance, such action

having, in our opinion, the character of detail rather than of principles of
administration, and this, whether the action was that of the Minister or of
subordinates or of the Minister and subordinates in concert;

(3.) That we should enquire into the dealings and conduct of all other

Government employes and of private individuals so far, and so far only as
they were connected with any matter pertaining to the Canadian Pacific
Railway.

We consider that for the purposes of the Commission, the proof ofeach

fact and the relation to the railway of the persons concerned in it, would

have been as serviceable without as with the respective nanes ofsuch per-
sons. The nature of the case, however, às well as the publicity with which

our proceedings have been conducted, leave us no alternative but to record
all that has been given in evidence.

It is obvious that in the progress of this undertaking some of the steps

would be of such a character as might be the subject either of a Govern-
ment policy or an Engineer's judgment. When taken entirely on the re-

sponsibility of the officer, we have felt at liberty to enquire into the

grounds of such action.

Some witnesses, for the purpose of corroborating their statements con -
cerning matters in which there was a public interest, have, at their own
instance, introduced testimony in regard to other matters not entirelv
relevant, and which we would not have called for, but as it was submitted
in support of assertions on subjects within the scope of our enquiry, we

have not hesitated to test the strength of such support by cross-examina-

tion.

Persons having money demands against the Government on matters
connected with this railway have sometimes been permitted to show the

circumstances on which such daims are based-not that we might pass on
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the validity of the demand, for the respective claimants were generally

informed that we did not propose to adjudge between them and the Gov-

ernment, but we allowed the witnesses, on these claims, to tell their

stories with some latitude for the reason that in recounting all the facts

they could not fail to afford us some information upon the manner in

which the Government officials had b een managing the railway affairs.

We have held the opiniôn that when private rights were not infringed
it was better to err, if at all, on the side receiving more testimony than

mnight be necessary, rather than too little.

We concluded that we were not desired to report upon matters which

are patent on the journals of Parliament, such as messages, statutes, votes
and resolutions, and we have made but few allusions to such subjects.

In order, however, that some account of them may be near at hand as
a help to our report, we have requested the Secretary of the Commission to

prepare a summary of those proceedings, which appears as an introduction.
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SURVET. .

On the 20th July, 1871, British Columbia became a part of the
Dominion of Canada. By the ternis of Union the Government of the
Dominion undertook amongst other things to secure the commencement,
simultaneously, within two years from the date of the Union, of the
construction of a railway from the Pacifie towards the Rocky Mountains,
and from such point as might be selected east of the Rocky Mountains
towards the Pacifie, to connect the sea-board of British Columbia with
the railway system of Canada; and further, to secure the completion of
such railway within ten years from the date of the Union.

In April, 1871, Mr. Sandford Fleming was appointed by Order in
Council, Chief Engineer of the Canadian Pacifie Railway.

No instructions but verbal ones accompanied the communication of

this order, and he testified that he understood the instructions to involve,
with a view of carrying out the terms with British Columbia-directions,
" first, to find if a railway was practicable between the seat of Government
and the Pacific c-ast, and, second, where the best route could be had."
Within these limits his liberty of action appears to have been unrestricted;
not even the termini were fixed.

Mr. Fleming describes the first three years as having been taken up
exclusively with surveys, and inasmuch as the succeeding three years were
marked by their own distinctive characteristics, it has been thought desir-
able to deal with the subject of engineering in triennial periods.

From the beginning ample means were placed at the disposal of the
Chief Engineer to meet- all such expenditure as would be incurred in
carrying ont his wide instructions.

The first duty of the Engineering Department would naturally be
to ascertain such facts concerning the country as were then unknown,
and as were necessary to be ascertained, before deciding on the feasibility
and location of a Railway; and in order to understand what had to be done,
it is material to see what had been ascertained in that direction, and
what assistance could be received from authentic information already at
command.
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The country through which the line must pass was for the most part,
if not altogether, unsurveyed, but it was not entirely unknown. On the
contrary, much information of a reliable character respecting it was at
that early period available. Several generations had passed away since the
Hudson Bay Company's posts had been established at the more important
Points throughout this vast territory and, in carrying àk4he business of
their fur trade, constant communication had been kept up between their
several posts by their officers and servants, along familiar land trails, and
Unes of water travel. The nature of the country, therefore, became well

known to them, and although it was not the policy of the Company to make
the outer world aware of the true character of the vast area over which
their operations extended, their officers were generally ready to give infor-
Mation and to grant assistance to scientific travellers and explorers

especially to such as bore Her Majesty's Commission.

Much, too, had been accomplished through the provident foresight of
the British and Canadian Governments towards gaining a fair knowledge
of its physicial features. The Admiralty surveys of the great lakes

furnished the outlines of the coasts of the Georgian Bay, Lake Huron and
Lake Superior, and showed the positions of the bays and mouths of rivera

available for harbours along their shores. The Admiralty charts of the

Pacifie coast likewise gave the position rand other particulars relating to
the islands, straits, inlets and harbours of British Cplumbia, and, as concern-
ing the vast extent of country lying between Lake Superior and the Pacifie,
a large amount of valuable information had been obtained by the explora-
tions of Captain Palliser and his assistants, under the authority of the
British Government in the years 1857 to 1860, as given in his report laid
before Parliament and published in 1863. On the lace of the carefully

compiled map which accompanies that report were represented the wood-
land, the mountain and the prairie regions, and their respective
boundaries as well as the mountain passes, the lakes and courses of rivera
and trails, and the various lines traversed by the officers of his command,
together with notes on the soil, climate and the products of the country.
The geological formations were also indicated, and the elevation of the
great plains and terraces, as well as that of many of the passes through the
Rocky Mountains. Respecting these passes, however, Captain Pallisers

examinations were confined by his instructions to the area bouùded on the
ilorth by Mount Brown near the Boat Encampment at the bend of the

Columbia River, and on the south by the international boundary line. The
3j
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discovery of Yellow Head Pass, which was some sixty miles north of the
Boat Encampment, was therefore impossible to him unless he exceeded his
instructions. However, when Dr. Hector, the Geologist of the expedition,
penetrated the main chain of the Rocky Mountains as far as Henry House,
a post of the Hudson's Bay Company, located near that pass, the discovery
was all but made, and, in fact, though not examined, the pass itself is

marked upon Captain Palliser's map as the " Leather Pass."

The labours also of Mr. Alfred Waddington in connection with his
project for a Pacific Railway, are acknowledged by Mr. Marcus Smith as
having been of great service in the prosecution of the British Columbia
surveys. In bis "Overland Route through British North America,"
published in 1868, he remarks on the various Rocky Mountain Passes, and
gives a table, here reproduced, of the different passes which had been
explored on British Territory; leaving out the Athabaska Pass by Peace
River, in lat. 56° 28', as being too far north for the purposes he had in view:

Ridge or Divide.

Names of the Passes.

Lat. Long. Ait.

Deg. Deg. Feet.

1. Yellow Head Pas, from the Atbabaska to the Upper Fraser. 5-54 118-33 3,760
.2. Howse Paso, from Deer River by Blaeberry River to the

Upper Columbia ........... ......... ......... ...... ....... ............... 51·57 117 07 6,347
3. Ricking Hiorse Pass, by Bow River and Kicking Horse River,

to the Upper Clumbia, Sullivan ................ .. . .- 16 116'32 5,420
4. Vermillion Paso, from the douth 8askatchewan by Fort Bow

(4,100 feet) to the Kootanie, Hector ....................... 5106 116-15 4,947
5. Kananaski Paso, from Fort Bow by Ramsay River to the

Kootanie (with a short tunnel 4,6u0 feet), Palliser............ 50-45 115 31 5,985
6, Orow'a Nest Pass, by Crow River to the Kootanie.. ........... 49-88 114'48 ...............
7. British Kootanie Paso, by Railway River to the Kootanie,

Blakiston .. ...... ............... 49•27 114.5 5,9608. Redstone Creek or Boundary Pass, from Waterton River to
the Kootanie, (partly on American ground) Blamiston 49 06 114-14 6,030

Mr. Waddington then proceeds to discuss the relative merits of the
different passes, concluding that " there could be no hesitation in regarding
the Yellow Head Pass through the Rocky Mountains, with its easy
gradients and low elevation, as the only feasible one for a railroad."

During the year, 1857 and 1858 other exploring expeditions were
<espatched by Canada to the Red River, the Assineboine and the Saskatche.
wan; reports of which were published by authority of Parliament, and
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alSo in 1860 by Mr. Hind, who took part in these explorations. His work is
liberally illustrated by sketches, views, maps and sections.

The published reports of Mr. Dawson and the surveys of the Dawson
route between Lake Superior and Red River, were also available. Of the
character of the remaining portion of the couutry-that lying between
Ottawa and Lake Superior-some information had been obtained by the
8 Irveys for the Ottawa Canal, of which the first was conducted by Mr.
Walter Shanly and reported upon by him in 1858, and the second by Mr.
T. C. Clark and reported on in 1860. More recent land surveys had been
m[ade by the Province of Ontario along tlie Georgian Bay and the north
shore of Lake Huron as far as Sault Ste. Marie. The geological survey con-
ducted by Sir Wm. Logan, with the maps accompanying his reports,
emabracing the whole country from the Atlantic seaboard to the Red River,
also supplied much valuable information.

Besides these official explorations and surveys, other information of a
general character relating to the climate and the conditions of the North-
West Territories could be gathered from the published accounts of travellers

through that region, such as Lord Milton and Dr. Cheadle in 1864, and
several others who had made extended explorations.

The search for gold in the Gold and Cariboo ranges of British Columbia,
"Unveiling as it did many of the physical features of the country, Mr.
Trutch's map of 1871 giving the coast line, mountain ranges, roads,
lakes and rivers of that colony, or thelsurveys upon which it was based,-
all these sources of information were available before the commence-
ment of the survey.

On the 5th May, 1871, Mr. Jas. H. Rowan, then an officer of the Govern-
ment in the Public Works Department, w as appointed, with the acquiescence
Of Mr. Fleming, as his chief assistant.

Mr. Rowan states in evidence that from that date until about the 10th
June, he was engaged in collecting all the information that it was possible
to obtain with reference to the country between Ottawa and the Rocky
Mountains; that he made a digest of all the information so obtained a nd
sketched an outline of the manner in which he thought it would be
desirable to carry on the surveys This report, having been considered by
the Chief Engineer and certain alterations made, he says, the work Was
Organized, and about the 10th June he (Mr. Rowan) set out with some
thirteen parties of surveyors who were to be started from various points
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between the Ottawa Valley and Red River, it being expected that each
party would make a survey of about seventy-five miles per season.

About the same time Messrs John Trutch, R. MeLennan and Walter
Moberly were appointed to examine the country lying between the Rocky
Mountains and the Pacific,-each of these gentlemen being in charge of
two parties, while Mr. Frank Moberly was instructed to examine the prairie
region between Fort Garry and the Rocky Mountains-one-half of his party
having the Yellow Head Pass, the other half the Howse Pass as its objective
point. Some twenty-one parties in all were organized for this work. The
aggregate number of men employed during the first season was stated by
the Chief Engineer in an official report to have been nearly 800, so that the
parties must have averaged not much less than forty men.

The information from the reports of his subordinates, added to that at
his command from the then existing literature on the subject, enabled the
Chief Engineer, after less than a year's operations, not only to .report
officially the practicability of the entire route, but also to indicate its general

course.
His first special report as Engineer of the Canadian Pacific Railway is

dated 10th April, 1872. Before that was written the Yellow Head Pass of
the Rocky Mountains was considered to be most eligible, and the facts
reported led to an Order in Council dated 2nd April, 1872, by which it was
adopted by the Government as the gate to British Columbia from the east.

The result of the first year's surveys are summed up in the official
report above referred to as follows--

" No serious engineering difficulty has been met with in passing from
the valley of the Ottawa to the country north of Lake Superior. It is im-
possible, however, to speak so favourably of the country covered by the
divisions G and 11, embracing over 100 miles easterly from the River

Nipigzon. This section is excessively rough and mountainous, and the
survey made through it did not result in finding a prycticable line for the
railway. West from Nipigon River to Fort Garry-although two divisions
of the survey are incomplete-enough is now known of the country to
warrant the belief thaat it will admit of a practicable line with favourable
grades for the greater part of the distance."

In respect of the line from Sault Ste. Marie towards Lake Nipissing he
states that " a good line can be had with very favourable grades; " and
with regard to the .Brigsh Columbia section the following words are made
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ise of, viz.:-" There will be no difficulty in building a railway with very
favourable grades fiom Tête Jaune Cache to Kamloops. From Kamloops a
SUrvey has been made to Burrard's Inlet, except about seventy miles on the
extreme western end of the ine, and on the latter section, no serious diffi-
culties are believed to exist. The survey shows that a practicable line with
favourable grades may be had, although the cost, particularly along the
Canons of the Lower Fraser River, will be considerably above an average."

The map accompanying this report of 1872, shows his projected line as
follows:-" From Ottawa to the Red River, the line runs to the north of

Lake Nipissing, thence to the south of Lake Nipigon, and after touching
the north shore of Lake Superior, crosses the Red River between Fort

Garry and Lake Winnipeg, after which it passes to the south side of Lake
Manitoba, then over the great fertile plain to the Rocky Mountains,
through the Yellow Head Pass, and down the north Thompson and the
Praser Rivers to Burrard Inlet on the Pacific Coast." There is also given a

'connected profile of the whole line from Ottawa to the Pacifle Coast, which

is placed in contrast with the railway line from New York to San Francisco,
by the Union and Central Pacific Railway, as follows:-

Distance in Elevation in

miles. feet.

New York to San Francisco.......................... 3,363 8,242

Montreal to Burrard Inlet.................. 2,730 3,760

Difference.............................. 633 4,482

No location surveys were attempted at this early date, but it is a
noticeable fact that, though some of the instrumental surveying parties-
which were considered by the Chief Engineer to be indispensable-failed of
their object, flying exploratory parties succeeded in obtaining the lackiúg
data, so that a line was laid down upon the map accompanying this report,
Crresponding very closely with that which, after some years of persistent
effort to find a bette, has been finally adopted for location.

This is especially the case in respect of British Columbia, while gs
respects the prairie region, the location subsequently made north of .
1 ,anitoba, upon which the telegraph line was actually constructed, has been
Since abandoned in favour of the line on the south side of that lake, in the

nleighbourhood of that originally projected as the result of the frst year's
surveys.
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It has before been stated that about the 10th of June, 1871, some
thirteen parties left Ottawa, under the general direction of Mr. Rowan, to,
conduct the surveys from the Ottawa Valley to Fort Garry.

A more detailed account of the operations of these parties, as well as
those in subsequent years, is to be founid at the end of that portion of our
report bearing upon Engineering.

A synopsis in tabulated form showing how all the parties were dis-
tributed as to districts, is also there given.

These parties had for their object to ascertain the practicability of a line
from the Ottawa to the Red River, touching at some point suitable for a
harbour on the north shore of Lake Superior. Many of the officers engaged
upon these surveys, as well as those operating west ofthe Rocky Mountains,
have given their evidence before us, and such of it as portrays any specifie
features calling for special remark is hereinafter dealt with.

Some of these parties continued in camp throughout the winter. Many
difficulties were met with and great hardships endured, partly on account
of the burning of the forest, by which several lives wer e unfortunately lost,
and partly on account of insufficient commissariat arrangements.

The work of supplying several hundred men at various points along
a line of some hundreds of miles of unfamiliar country, is admittedly one
requiring more than ordinary organizing ability. In undertaking a work so
extensive as that which was imposed upon the Chief Engineer, the selec-
tion of suitable men for the work should have been a matter of very serious
deliberation.

Whether it was so or not, the arrangements made for the distribution
of supplies to the parties operating east of Fort Garry appear to have been
lamentably defective, resulting, in some instances, in great individual hard-
ships, and, in many cases, in serious delays in the prosecution of the work,
and consequently loss to the publice revenue.

Mr. Carre states that soon after their first arrival at Thunder Bay, Mr-
Rowan started two parties under Mr. John Fleming and himself (Carre)
for Lac des Isles, from which point one party was to work easterly, and
the other westerly. They were provided with what Mr. Rowan considered
to be sufficient supplies for a month. During their journey, en route to the
starting point of their intended operations, they began to question the
adequacy of supplies, and came to the conclusion that when they arrived
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there they " would have to turn back with all hands and get provisions'

Fleming's party, therefore, returned to Thunder Bay, and the other one

appropriating the supplies intended for both, proceeded to Lac des Isles.

Notwithstanding this precaution, their provisions ran out one week after

they reached that point. Fresh supplies were forwarded ; but on the 15th

October, although full information had been sent to Thunder Bay as to their

requirements, they again failed ; and the partyhad to abandon the field and

return to headquarters. His men refused to go back, and he was compelled

to hire a new party.

Mr. Carre estimated the direct loss in wages, paid to the men while
not at work, at about $8;840. There is little doubt, however, that including
the provisioning of the party, the cost of this misadventure could not have
been less than $8,000.

Mr. Kirkpatrick, who was, in 1871, a transit-man, attached to party G,
also gave evidence as to repeated delays from similar causes. At one time
he had to employ a party of forty to forty-five men in making snowshoes
and toboggans, in view of the approach of winter; these necessary articles

not having been provided by those whose duty it was to do so. On
another occasion, constant and repeated delays in provisioning the party
induced the Engineer to make a written complaint-in reply to which the

Commissariat Officer wrote back stating, " that if God spared his life, and
" the mosquitoes were not too bad, he would supply them better in
" future."

These cases are cited as typical of others which will be found
recorded in the evidence, and we are forced to the conclusion that
there was a great want of business capacity in the management of this
'branch of the undertaking, which is the more to be deplored, inasmuch as
every day lost to each party's effective energy, involved a pecuniary loss of
from $100 to 4120.

The only operations in the prairie region during 1871 were those under
Mr. Frank Moberly before mentioned.

Some description of the physical features of the Mountain Regiot is
perhaps, necessary to a proper understanding of the operations cslied on

therein, and a just appreciation of the importance of the results hieed.

The coast Une of British Columbia extends from the 128rd degree of
west longitude on the international boundary (latitude 49)to the 180th
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degree, west longitude, on the 55th parallel, which approximately marks
the most southerly part of Alaska in contiguity with British territory.

Its general trend is from south-east to north-west.

Parallel with its coast line the Cascades form an almost impenetrable
belt of mountains, extending from the confines of Alaska on the north to the
southernmost boundry of the provice.

At intervals of frotm fifty to one hundred miles (and sometimes less)
along the whole extent of the coast line, deep arms of the sea run inland in
mountain gorges, some of them for a distance of sixty or seventy miles.

On the eastern frontier of the province, the Rocky Mountains lie in
about the same general direction from 120° west longitude, at the northern
extremity, to 1W4e where they intersect the United States boundary.

The " Rockies " are fianked on the west by several other ranges of com-
paratively short length, the most important of which, viz., the Cariboo,
the Gold or Columbia and the Selkirk-ranges, extend in the order named
from north-west to south-east. almost parallel with the general course of the
Rocky Mountains.

The Selkirk, the most easterly of these smaller ranges, is almost entirely
embraced by the River -Columbia, which takes its rise on the western slopes
of the Rocky Mountains near latitude 50°, and, after running northwesterly
for nearly two hundred miles to a point known as " the Boat Encampment,"
abruptly turns to the south and pours its waters, through the United States
territory, into the Pacific.

From the western bend of the Columbia River - on- its southward
course as above described rise, more or less abruptly, the next of the said
smaller range of mountains known as the Gold or Columbia range,
extending from the southern boundary of the province up to Yellow Head
Pass.

This famous pass is situated directly north of the Boat Encampment,
at the bend of the Columbia, and distant from it some sixty miles, be it
more or less. Li this neighbourhood the Thompson and Fraser Rivers take
their rise.

The Thompson River runs for about 100 miles due south, and is then
turned in a south-westerly direction by the foothills of the Columbia range,
which widens out as it trends southward, until its mountains become merged
into the Cascades, Upon the United States boundary.
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The Fraser River, like the Columbia, runs for some 200 miles in a
north-westerly direction until, in the vicinity of Fort George, it too turns
abruptly south, and after traversing some. five degress of latitude and
receiving into its bosom the waters of the Thompson, it enters the Straits of
Georgia at about the same longitude as that of Fort George.

Within the northern bend of this magnificent river, the Cariboo
Mountains form an almost unbroken range.

West of these subsidiary ranges and between them and the Cascades
on the Pacifie Coast, is an elevated plateau, more or less mountainous, but
level as compared with the country which we have been describing.

The first efforts of +he engineering staff in this portion of the country
were naturally directed to the discovery of a pass in the Rocky Mountains,
through which the construction of a railway would be practicable, and from
which a route through the inferior mountain chains might be had to the
central plateau above referred to. The Yellow Head and Howse Passes
were selected as the two which were most likely to prove available, and
six parties were organized in the summer of 1871 with a view to test their

relative claims to adoption.

The general position of the first has already been described. The lower

-end of Moose Lake, which marks the westerly limits of the pass, is almost

exactly in 53° north latitude and 1190 west longitude.

The Howse Pass is some 120 miles further south. This depression in
the Rocky Mountain chain occurs near the sources of the North Saskatche-
wan. A direct south-westerly line from Howse Pass to Burrard Inlet would,
immediately upon leaving the Rocky Mountains, at this point, cross the
Columbia River on its north-westerly course, and striking across the
Selkirk Range for some fifty miles, would again encounter it on its
.southerly route towards the Pacific. This imaginary line would be the
base of a triangle whose two sides would be formed by the course of
the river, and whose apex would be the point previously referred to as the
Boat Encampment, distant from Howse Pass some eighty miles. After

crossing the Columbia the second time, which it would do ata place called
Big Eddy, the line would run through a depression in the CQlmbia

range vid Eagle Pass to Shuswap Lake. From that point a broken and

rocky country extends to the valley of the Lower Fraser. If, however,

instead of continuing in the same south-westerly line from Shuswap Lake--

the western side of the lake being gained -the course should be diverted
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in a direction somewhat more westerly, a valley would be struck through
which the waters of the lake find their way to Kamloops where the North
Thompson joins the main stream. From this point the Thompson and the
Lower Fraser flow in a zigzag but generally south-westerly course, until
their waters are emptied into the Straits of Georgia at Burrard Inlet.

It has been stated that six parties were organized in 1871 to operate
in this region.

Two of these parties were placed under the direction of Mr. John
Trutch, with instructions to survey from the mouth of the Fraser to Lytton,
and thence via Kamloops and the Thompson River to Shuswap Lake; this
distance being the westernmost section of the route from Howse Pass to
Burrard Inlet, just described.

Two more were placed under Mr. Walter Moberly; the one to take up
the line of Mr. Trutch's operations, and to extend it easterly by exploring
the country from Shuswap Lake through the Eagle Pass, as far as Big
Eddy, a point on the Columbia River, on the west side of Selkirk
range. For the time being, no effort was to be made to pierce the Selkirk
range; but the other party under Mr. Moberly's control was instructed to,
strike across the country from Hope (on the Lower Fraser), in an easterly
direction, to Wild Horse Creek, a little to the south of the head waters of
the Columbia River, and thence to follow the course of that river upon its
eastern bank to a point about the latitude of Howse Pass.

From this point they were to survey easterly through Howse Pass;
and after reaching the summit, to descend the eastern slopes of the Rocky
Mountains, to connect with Mr. Frank Moberly's party on the Kootanie
Plains.

Iad the Howse Pass proved to be a more favourable one than its rival,
the Yellow Head, persistent efforts would, doubtless, have been made to
find some available route through the Selkirk range, to connect the
two lines, which Mr. Moberly's parties were, at this period, surveying.

An extension of the line projected by the party, whose proposed opera-
tions we have just been considering, westerly through the Selkirk
Mountains to 3ig Eddy would have completed a chain of surveys from
the head waters of the Saskatchewan to Kamloops, and thence vid the
Thompson and Lower Fraser to Burrard Inlet, by a route as direct as the
most sanguine might hope to obtain, through so mountainous a region as
that which this province presents.
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Apart, however, from the probability of finding a favourable line through
the Selkirk range, it was known that from Big Eddy the Columbia River
might be followed, around the bend, vid the Boat Encampment to the
vicinity of the Howse Pass; and the line so obtained, though probably one
hundred miles longer than if carried through the Selkirk, would still com-
pare favourably, in point of distance, with that vid Yellow Head Pass and
the North Thompson River.

The remaining two parties did not branch off easterly from Kamloops,
as did those of Mr. Moberly, but proceeded from that point, under charge of
Mr. R. McLennan, in a northerly direction -the one to make its way through

the Cariboo range with a view to find some available line from the
.neighbourhood of the Upper Fraser River to that of Tête Jaune Cache
en route to Yellow Head Pass; the other to follow the valley of the North
Thompson to the Yellow Head Pass, and there to examine its capabilities.

Mr. Walter Moberly and Mr. R. McLennan, who directed the operations
of four out of the six parties engaged upon the British Columbia surveys
during 1871, have both given evidence before us.

In our judgment the method adopted at the outset for the examination

-of the country was one which involved larger parties and a greater expen-
diture than the circumstances justified, and inasmuch as the evidence of

these gentlemen describes the operations of their several parties as circum-
stantially as could be desired, we think it is well to report more fully than
we should otherwise do as to the size, equipment and progress of these
parties, with the view of illustrating some features of a system which we
consider objectionable.

In order to measure the necessity for such large parties and for pre-
parations so extensive as their organization and supply called forth, it is

-necessary to keep in mind their respective objects and destinations.

The two parties under Mr. Moberly were organized to ascertain
the practicability, through a comparatively unknown country, of
two links of a prospective route for a railway, between \Kamloops and the
plains east of the Rocky Mountains.

Party T was to examine one portion of the route, viz.: From shuswap
Lake to Big Eddy, west of the Selkirk range. The other, party O, to take

up the same line-but beginning on the opposite side of the Selkirk

'range -and to proceed through the Howse Pass to the eastern side of the

Rocky Mountains.
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Party S had from eighty to ninety animais (i.e., horses and mules) and

about twenty-four men besides packers---the latter would number about ten

for this sized party--so that the party in all, including a commissariat officer,

would not have numbered less than thirty-five. Of these, beyond the staff,
some were axemen who were paid $40, and some packmen whose wages-

ranged from $50 to $90 per month, all provisioned at the Government

expense.

The party was organized at Victoria; was conveyed by steamer to

Hope, and, accompanied by some eighty or ninety horses and mules, had to

make their way several hundred miles to the point at which the survey was
to begin.

Leaving Hope the first week in August, they did not reach Wild Horse

Creek (near the source of the Columbia River) till some time in September.

From that point to Howse Pass it became necessary to make a trail to get
in their supplies ; and they did not reach the point at which it was designed

their suryeying operations should commence until the 2nd of October.

Mr. Moberly did not accompany his party to Wild Horse Creek, having

had to take the route vid Colville, a point south of the United States

boundary line, in order to purchase further supplies, and make arrange-
ments for their transport.

Notwithstanding this long detour, however, he reached Howse Pass in
advance of his party. Unaccompanied by thém, and attended only by three

or four Indians, he went through the pass and descended the easterly slopes

of the Rocky Mountains.

On his return to the western side of the Mountains he found his party

had reached the scene of intended operations.

A depot was built; and his party having opened a trail by the Blae-
berry River to the summit of the pass, a distance of some thirty-seven miles.
they were forced at the beginning -of November to suspend operations and
go into winter quarters.

Mr. Moberly, with one of his party and six Indians, returned to Vic-

toria, taking with him, for transmission to Ottawa, the data which had been
obtained. They accomplished the journey, upon snowshoes, in fifty-four
days; and it was during this journey that he ascertained, by simple
observation, the impracticability of the route from the Columbia River

depot westerly through the Selkirk Range.
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Mr. Moberly stated, in evidence, that the amount expended by him
from the 20th July, 1811, to the end of the year, reached $57,000, which
covered the requirements of his party through the winter.

Party T consisted of about twenty-two men; they had neither packers
nor animals.

This party was instructed to run a line through Eagle Pass. Having
proceeded from Yale to Kamloops, by the usual method of travel, they were
conveyed thence to the neighborhood of the pass by batteaux.

From this point they started their exploration eastward. They sur-
veyed some forty-four miles, as far as Big Eddy, on the Columbia River,
where they wintered.

Supplies for party T had been purchased by Mr. Moberly; and had
accompanied the party as far as Eagle Pass, where they had been cached.
The scarcity of Indians to pack them had made their transportation to that
point-beyond navigation-very expensive. Mr. Moberly states the trans-
port to have cost, on a rough calculation, 80 cents per pound from Kam-
loops to the depot, half-way through Eagle Pass ; while the transport from
Colville to Big Eddy, the eastern terminus of the survey, cost only
from five to six cents per pound.

The parties under the charge of Mr. R. McLennan, each numbered
about forty, of whom all but five were labourers.

The party (Q) were directly under his control; left Kamloops early in
August, under instructions to proceed, in as direct a route as possible, to
Yellow Head Pass, and to survey thence westerly to Tête Jaune Cache, at
which point it was expected the other party (R) which was to operate in
the Cariboo district (if successful in piercing that range from the valley of
the Frazer) would meet them.

Party (Q) was accompanied by some forty animals.

They reached Cranberry Lake, which Mr. McLennan states to be about
200 miles north of Kamloops, and distant some fifty miles from Yellow Head
about the 5th of October.

At this point, winter threatening to close in, he thought it prudent to
reduce his party so as to have no more than could subsist wl tili "
upon the supplies they had with them. All the packers and nealy all the

animals were therefore despatched to Kamloops. This done, s party of
twelve or fourteen were left at Cranberry Lake to survey that part of the
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route, and continue examinations during the winter, while Mr. MeLennan
accompanied by Mr. Selwyn (Director of the Geological.Survey), and four
men, went on to Yellow Head.

This small exploring party, six in all, accompanied by about the same

number of animals, left Cranberry Lake about the 18th of October, and

penetrated the pass to within about ten miles of the summit level, when

on the 26th of that month a severe snow storm warned them to retrace

their steps. Mr. McLennan reached Cranberry Lake, on the return journey,
about the lst of November, and leaving his party there, he made his way
back via Kamloops to Victoria, and thence returned to Ottawa to communi-
cate the results of his explorations. We have already stated that the im-
practicability of the Selkirk Range was discovered by Mr. Moberly, unac-
companied by his party, while on his return journey to Victoria. By Mr.
McLennan's evidence, it will be seen that the crucial question as to the
capabilities of Yellow Head Pass, was determined likewise by a bare

exploration. And yet the information obtained was so convincing that

without waiting further surveys the Yellow Head Pass was adopted and

the Howse Pass abandoned.

Many engineers have been examined by us upon the expediency of

commencing the examination of an unsurveyed country with the view to

building a railway over it, by simple explorations rather than by instru-
mental surveys. All of them, not excepting Mr. Fleming himself, agree
in the view that under ordinary circumstances, the instrumental examina-

tion ought to be deferred until after the preliminary track surveys had
shown, in what localities the closer' and more expensive surveys should

take place. AR excepting Mr. Fleming and Mr. Rowan state that in the

case of the Canadian Pacific Railway the ordinary rule ought to have been
followed. Mr. Fleming and Mr. Rowan testified that the case of this rail-
way was an exceptional one, and that under the circumstances it was ex-
pedient to depart from the ordinary rule, and to begin by the more exact
and more expensive system.

Mr. Fleming said that if time had not been limited he would have
taken a course entirely different from that which was adopted. He would
have had explorations made-a reconnaissance of the whole country before
employing expensive parties to make instrumental surveys; that that system
would undoubtedly have been the best to adopt, because it "would have
saved a lot of money " ; that the explorations would have given a general
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ba of the,,çoutry, and woUAd :bpye.shown where it ws justi»able to incur
teeXpe nse of au hiatr Qentaeil sarvçy, and that this would. have been a

great advantage. He also said that if the tjapn ld4 ýbeen h loggir »an
tWo years. he would. north and west Qf Lake Superior. have taken a4ifferent
cours@, nypely, to examine simply by ,micrqmeter and baroeter for the

PU1(Pose,of getting a general, thoughi not stricly apcurate knowlede of
the country, becausethis wonld have enabled him to project the more ex-
Pe4sive instrumental surveys on routes which were most promismg.

Again, Mr. Fleming said that if tine wAs not ap elemest-for instance,
if 4en eyears had been availWne åitead of twq, he wQud have sent egler-
iug p«;tips,1p the givqr Qttawa to 4iAe e microgtical ad barometrj

hservation. and the sfne up other riyps, And in that way e4egypp l.
torroW 4ierlimits mit1a N hi*h to maJte the 1kind of surveys which

W*ye made,

In this case the system adgptedfrom the begiuning for the examiùa-
tion of the country was generally an instrumental survey, i.e., a continuèns
ohg' qf pgta ial esrgjitpçqi a line oer Igh levels :yVere
tm; 4 Qngixçer fadesping tcdollow a tdraet of country tliraggþ

ebich a xilway.route h4 ! ubseqqenîy<to b ei4

This is iapparent fQm the evi4eue.of Mr. Fleming gnd gr. #ow;n, as
well as fram the façt that the Ànstrnctions issued by the Chief EngipeQr
to lis jtag And dated 24th May, !l1, .contai.ed no directions for iu
dependant ýmp1oXing parties; they .provided for exam stions of thât
charactoiIly when xnade in cou»etion wi4h theinatrumes 1 fprqe.

The evidene ledds us to believe that, in devising the system for the
first examination of the country, simple explorations were so completely
ignored, that the cost of them as compared with instrumental examinations
was not seriously considered or discussed.

Mr. Fleming and Mr. Rowan were both examined concerning the cost
of track surveys. Mr. Fleming did not remember that calculations upft
that subject lia& ever been made by him. Mr. Rowan had not any so6.
opinion as to the size of parties necessary to carry out a simple exploi1Ôó¾
in the country which had been under his charge. He seemed to tin'
Maoreover, that they would have been useless as independent expeitiè"-

TUPnder these circumstances, it became our anty to investigate careiully
the reapçga why ,txe,çgursewhich is, inlthe profession of e gnçers, under-
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etood to be one followed under ordinary circumstances, was, in this particu-
lar case, departed from, and a system which is admitted by the Chief Engineer
-to be more expensive adopted in its stead.

Mr. Fleming said that because of the limited time within which this
Tailway was then expected to be commenced, it was expedient to treat the
case exceptionally; and under the circumstances he considered it advisable
to begin by making instrumental examinations, generally.

We endeavoured to ascertain Mr. Fleming's reasons for saying that th,
,hortness of the time within which the road was expected by him to be
commenced, made it necessary to depart from what he understood to be the
best method when time was not limited. He said, "it was necessary to
ascertain whether a line from end to end of the country was practicable
or not, before a blow was struck", meaning, as we understood him, that a
continuous line should be accurately described from instrumental data before
a decision could be arrived at on the vital question-could a railway be
built.

We have taken occasion while examining those engaged upon these-
surveys, especially such as have been deemed to be men of professional
acquirements, to request from them an expression of opinion on this point.

Mr. Marcus Smith says: " I think I should have preferred to have
thoroughly examined the country, and almost decided upon the line or
lines before I made the instrumental surveys ; " and, referrin to Mr.
Moberly's survey of the Howse Pass, he expresses his belief that the
comparative advantaget of the different passes might have been ascertained
by parties of ten, instead of the much larger parties,which were actually
engaged upon the Howse Pass explorations. Referring to that expedition
he says: " I think it was premature going into such expensive surveys as
he did."

In a letter addressed by Mr. Marcus Smith to the Chief Engineer in
1872, which was produced in evidence, the following passage occurs: " It
is impossible now for me to reduce the expenses very materially as all the
parties are in the field at a great distance, and a mistake was made at first
in placing large surveying parties in the field. They ought to have been,
simply exploring parties, each consisting of two thoroughly competent
engineers, each having a mountain barometer, compass and tape line, and
a few guides and horses, altogether not more than one-fourth of the size of
the present parties, as these could have made surveys, if done with
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jUdgment, sufficiently close to determine the general route of the railway,
Which would have left only one line, with minor deviations, to be surveyed.
or located."

Similar opinions were expressed by Mr. Moberly, who stated that, in
organizing the party as he did, he simply carried out instructions received,
from the Chief Engineer.

Mr. McLennan states: "I have always maintained it would have been
better to have explored for two or three desired or desirable points before
aaking instrumental surveys at all. A few men with Indians can get

through a country well, for the Indians, as a rule, are very good packers,
but when you get a large party for an instrumental survey, that you have to
fit out for surveying, you increase the weight of the whole expedition,
that is, without knowing you can get a line th'rough at all, you simply
get routes without a certainty they will even be utilized."

Mr. Fleming in describing the effect of the two systems, said that the
loss, if any, by that which was adopted, was a financial loss, and that the
only gain by the other would be that it " wouldbe more likely to meet
with ultimate success."

He testified, moreover, that it happened in various localities, that the
instrumental examinations were sometimes of no avail, because obstacles
were met which might have been discovered by simple exploration; that
these localities were principally north of Lake Superior, and in British
Columbia; that, however, some of the obstacles met with, were not such
as would have been discovered by simple explorations; and that in some,
portions of the country, even if time had not been limited, it would have
been advisable to begin the eramination by instrumental surveys.

We understand from Mr. Fleming's evidence that this exceptional
country was at the eastern end of the proposed line, " more especially from,
Nipissing to the Ottawa," and somewhat further west for a considerable
portion of the distance to Lake Nipigon.

It is proved beyond doubt, as before pointed out, that on the first year's
examination of British Columbia, the crucial question of " a gate " through
the Rocky Mountains, involving as it did the choice between two rival
passes, was made and settled on from the reports of a flying exploration,
showing that an 'instrumental traverse line was not indispensable even
when determining the merits of two rival routes, and if not, all the reason,
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ing in the matter appears to us to lead away from the propriety of beginning
the examination of the country by large, heavily equipped and slow
moving bodies of surveyors.

But even if a line, ascertained by instruments, were ueoessary as an
ainteedent tothe first blow, we do not see bow instmmental parties from
the outset hastened its accomplishment.

it was to be expented, and it happened, that instrarmental parties occa-
mionally mt such obstacles as to make their labours use4ss, and to requirea
mh instramental examination of the particular link alletted te them-the

obstaeles being such as a flying exploration would have dicovered. The
q«estion of time, therefore, seeme te as to enstMe this shape.: does -an
exploration, followed by an instrumental examination, take more time than
two instrumental examinations over the same seetion -of country ? It is
obvious that this is net the case, and therfoe, te shortoess of the time
relied on by Mr. Fleming, fails to establish, in ourjudgment, the expediency
of the system adopted.

The four expensive parties under Mr. Moberly and Mr. McLennan gave,
as a result of their season's operations, no more of the desired knowledge
than, in our judgment, might at that time have been expected to be gained
from mere exploring parties at a very small proportion of the cost actually
inentred.

After questioning Mr. Fleming upon seveal oocasions oncerning the

comparative cost of a bare exploring party, and une m.king an instrumetal
survey, he said he could net igive very satisfactory information on the sub-
ject: he had found it impracticable to adopt the exploring system and the
cost of it was not considered; "it was impracticable," he said, "for more
reasons than one. The men that could make a survey of that description

«.., simple exploration) were not available -they were not to be had in

We think the evidence shows not that such men were not to be had,
but that when they were to be had they were employed in preference on
instrumental surveys, as in the case of Mr. McLennan and Mr. Moberly,
whose services as explorers were nevertheless valuable and decisive.

Mr. Fleming testified that he adopted the operations without any

great ,cnsideration as to the comparative cost of different kinds of expedi-
tiôns, the main object was to get-the information desired by the Govern-
mnent, and he considered the cost a matter of secondary importance.
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After considering the whole evidence on the subject, we have been
luable to satisfy ourselves that the necessity under which Mr. Fleminfg
considered himself to lie, to be prepared to comnence the construction of
the line within two years was a reasonable justification for the immensely
inereased expenditure due to the course adopted, namely, that of placing in
the field, from the inception of the undertaking, fully equipped instru-
mental surveying parties, instead of preceding such operations by simple
explorations.

On the contrary, we feel constrained to say that a different cou-se,
lamely, postponing, as a Yule, the instrumental examination until a simple

and less expensive one had shown where the more accurate and more

expensive one would be required, was the course which at that time ought
to have been considered proper to adopt, and which, if adopted, would have
resulted in a very large saving of public money without any actual loss of
time in the progress of the undertaking.

During the year 1872, twenty-two parties in ail were in the field,
irrespective of the trans-continental tour of the Chief Engineer.

Several instrumental parties, each consisting of from thirty-five tg

forty men, and two small exploratory parties of nine and ten men respec-
tively were operating in the Woodland District.

Their general object appears to have been the discovery of a practicable
line north of the more rugged country surveyed during the preceding year,
in the pursuance of which Mr. Murdoch has stated in his evidence, that he
W8 instructed to investigate the feasibility of' a line from the crossing of
Winnipeg River vid English River, and thence south of iac Seul to the
head of Nipigon Lake. This route, he states, he found by enquiry to be
impracticable, and having discretionary powers, he determined on lW
Portage as an objective point, and explored thence easterly. Ie 'adopted
the route as laid down on a plan produced by him as an exhibit dwring b4i
evidence, the original of which he believed to have been burned by the Op
which destroyed the Canadian Pacific Railway offices, during the winter 9
1873-74. This line is almost identical, as far east as Eagle Lake, with thàt
finally located for construction.

This appears to have confirmed Rat Portage as the governig PQint
between Lake Superior and Red River. Mr. Murdoch's party on this occa-

Sion consisted of nine men with dog trains.
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From Eagle Lake a line was surveyed by Mr. Jarvis to Sturgeon Lake,
and from Sturgeon Lake one in the same general direction was extended by
Mr. Keating to the north side of Lake Nipigon.

The remaining surveys, five in number, were made between Nipigon
and the Ottawa Valley. In respect of the operations of these parties, Mr.

Rowan reports on the 5th June, 1873, as follows:-

" The result of this instrumental survey places beyond a doubt the
practicability of constructing a line of railway from the vicinity of Lake
Nipissing to Red River, on whiçh neither the amount of excavation and
embankment, the bridging, the grades, or the curves will be exceptionally
heavy. On that portion of the line between Red River and Lake Superior,
I believe it will be possible so to construct the line that no grade exceed-
ing 52-80 feet per mile will be required, and that grades of this inclination
will be neither numerous nor of any great length. On that part of. the
main line between the Nipigon Branch and the eastern terminus, the pre-
sent approximate section shows a few points where grades of seventy feet to
the mile are introduced. I believe, however, that further exploration will
enable these difficulties to be avoided, and that throughout the whole dis-
trict no grade exceeding 52·80 feet per mile will be required, and of these a
proportionately small amount."

No engineering operations were carried on in the prairie region during
1872.

In British Columbia eleven distinct surveys, besides an exploration
north of the 54th parallel, were made during the year 1872, as follows:-

Mr. Moberly and Mr. Trutch, each having two parties, made a series of
Surveys from Yellow Head Pass, the whole length of the Thompson Valley
to Kamloops.

Mr. McLennan, with two parties, starting from Lake William, near the
'Fraser, devoted his efforts to the discovery of a feasible line, thence easterly
to the Thompson Valley, as an intermediate link in a route from that point
towards Bute Inlet.

This general line was continued by parties under Tiedeman and Gamsby,
the latter gentleman having made an exploratory survey from Waddington
Harbor to deymour Narrows.

Three other surveys were made south of Kamloops.
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Thus it will be seen. the whole length of the two alternative lines
from Yellow Head to Bute and Burrard Inlets, respectively, were covered
-by the operations of that year.

During the winter of 1871-72, Mr. Moberly's two parties were en-
-camped, the one at Big Eddy west, and the other at the Columbia River
Depôt east, of the Selkirk Range.

While in Victoria, Mr. Moberly having transmitted to Ottawa all the
-data obtained from the surveys of his parties prior to their going into winter
quarters, represented to the Chief Engineer that to complete the work com-
maitted to him during the ensuing season, he required the services of a third
party; and permission to organize it was granted. This party was
intended to be utilized chiefly in trail-making.

As he was on the eve of his return to Howse Pass, he received instruc-
tions fromOttawa to abandon his surveys in that district, and to take his party
vid Athabaska Pass to Yellow Head, to complete the surveys from Tête
Jaune Cache to Edmonton.

Mr. Moberly pointed out the di ficulties of the proposed course and
endorsed by the Lieutenant-Governor, Mr. Trutch, who was himself an able
engineer, asked permission to take his party through Howse Pass, and
thence to Edmonton, from which point he could survey westerly to Henry
Bouse, while party T, following the course of the North Thompson, could
Teach, vid Cranberry and the Albreda7Lakes, the westernmost portion of the
line to be surveyed, namely, Tête Jaune Cache, and could operate thence
easterly to Henry House. In reply, Mr. Fleming telegraphed that the time
from Boat EUcampment to Henry House would be only ten to twelve days,
.and that east of Jasper House the country was flat, wet and swampy, and
he doubted the propriety of going by Edmonton. This led to Mr.
Moberly's party proceeding vid Athabaska Pass.

Mr. Moberly states that he then ordered the trail party which had been
organized for the Howse Pass survey to proceed up the North Thompson,
:and to make a trail by which further supplies which he had contracted f*
mnight be transported to Tête Jaune Cache for the use of party T.

Party S did not reach Henry House until the 24th of October, 1872,
bIaving been compelled to make a trail all the way from the COlnmbi9-
-Depôt. .
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Mr. Mobérly affirms that had he takei the route suggested by himself
«i( Edmonton, he wotdld have reà:clèd thé sèefle df his iÙiteided ope±atioxIs
three or four months earlier, and would haVe beenf able tu complete thé
whole line of survey he Was directed to tnue before the setting in of the
winter.

Meantime party T, under Mr. Mohun, having reached Blue River, a
point abb«t tWo4hidé of the way frm Xainloops to Tèt. Jaune Cáàtf, and
et h#ihg, se expèetèd, falIen in With lie supplies *hich had been sotnêe

what delgyed eti route, bécaneé disë gnized and inÈtead of going back to
distiÉ the trail party, itg mtenïbets spent sjome Ëix weeks h-ànting fW
gtkie.

In consequence of this delay and the tardiness of their operations
tIey failed to reach Henry Ilouse ad institcted; thy atited Ét Moose
Lake on the Sth of Sêetemter, having sufv†eèd a liÙè of étei i ty h
miles from Téte Jadine Cache, at the rate òf about a inile W di. Thée
were, therefore, dismissed, and Mr. Moberly with party S, and the trial

party undet Mr. McCord, having worked eastward as far as Lac à

Brulé sbme fdrty-nine miles distant from Henry Ilouse, went into winter
quarters.

Mr. Moberly esti.mates the loss entailed by the delays attending thé
transport of his party and supplies from Howse Pass to Henry House io
have been not been less than 080,000, and a sum nearly equal to that t4,
have been thrown away by the misconduct of party T.

TËeye is, therefoté, strong re&son to bélieve from the evidence that si

1hrge ôd'i8 g of Mroney, p6sribly ÔVer onle hdndd-e4 thnsand dollare, *at
*~a-ted i connection 'î ith the surtreys bf patties S and T during the yearm
1871 and 1872.

That Mr. Moberly and the Lieut.-Governor, Mr. Trutch, had good
reasons for the obje ion to the route proposed by the Chief Engineer, is
evident from the f ct that some three months or more of the most
valuable season of the year (notwithstanding that they hlad a pack trali
of sbine 200 Anlimlà àt their disposal), Were occUpied in making a trail and
transporting uupples from Columbia River té Henry House, frorm which
point their work easterly was to begin.
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In the matter of furnishing supplies for his parties, a wide discretion
was left with Mr. Moberly, and we have to report that this was not exer-

sed with due consideration of the consequences. The evidence shows that
in furnishing party S, he procured a large quantity of goods which, in the
estimation of the Chief Engineer, as well as in ours, was unnecessary and
ought not to have been purchased; and in providing for party T, it is only
too apparent that supplies were procured and,,at a heavy expense for trans-
portation, taken to Eagle Pass, on the chance of their being afterwards

requiTed at, that spot.

'he withdrawal of this party from that district required that they
should remove these supplies back to Kamloops at a cost of 80 cents pet
pound, or that they siould abandon them. Inasmuch as flour could be
purchased at Kamloops for 41 cents per pound, Mr. Moberly decided on
t he latter course. ie values the provisions so abandoned at about
$7,000.

Mr. Xoberly had, before his employment in the Canadian Pacific Rail-
way, been engaged professionally[in examining different portions of British
Columbia. He discovered the Eagle Pass, which he thought to be a feasi-

ble one for a railway between Shuswap Lake and Big Eddy, on the route

bereinbefore described, and having apparently a favourable opinion of that
as a prospective location, he advised the instrumental survey of this link of
of the line, and it w as accordingly undertaken-as we think, unnecessarily

àe belbreé nItibbed, it conid binly be available in caÈe the Yellow-
e'd Ëi wWd ants adoptéd, antd the problem whether it was to be adopted,

è uii have beet settl'd, and was in fact settled without any data derived
from instrumental examinations.

There are two points concerning these supplies abandoned at Eagle
Pass Pass, on which we think Mr. Moberly's action unreasonable, consider-
îzig thé circwm-es iñ*hich he was placed at the time.

Asthilng tht a location of the line through this pass was to be ex*
P9êtëd to iblloW in 1812 the pliflîminary survey of 1871, and that thereflor
a provident foresight required that some provision for the supplies of thé

persons to be engaged in that work should be made during the first season,
we think that if the final cost of them was to be taken into account, there

was no good ground for supposing that the best course was, to take thema
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with party T and to cache them as was done half way on the route to Big

Eddy. It must be remembered that these supplies were understood to be
wanted, if at all, only on the return trip of party T from Big Eddy to
Shuswap Lake. It seems self-evident that if supplies could be laid down

at this initial point at a cost far less than at Eagle Pass, then it should

have been so arranged, the more especially as in transporting them west-

ward, the party would be travelling over a road which they had traversed

the year before-and would not be forced, as they were during the first sea-
son, to pack them over a route entirely new to them. Now, Mr. Moberly has
testified, that the $7,000 worth of supplies cost 80 cents per pound to trans-
port them to Eagle Pass, and that he did not take them farther east, because
at Big Eddy they could be laid down by navigation from Colville at a cost
for transportation of about 6 cents. We think the decision to take them

from the west, as was done, to Eagle Pass, showed an entire disregard
.of pecuniary results.

But we have to point out that Mr. Moberly's action in providing them
-at all, was not based upon any instructions, on the contrary, it was solely
on his opinion that B owse Pass would be eventually chosen in preference to

the Yellowhead Pass ; a result which waa, to say the least, too uncertain to

justify the putlay undertaken by him on the possibility of it. The evidence
that this was the only ground for procuring those supplies to be deposited
at Eagle Pass, is unequivocal.

Mr. Moberly testified that he left them there in 1871, expecting that in
1872 he would there complete the location survey, because he thought it
probable that it would be the pass that would be adopted in preference to

Yellowhead.

In our judgment this was not sufficient ground for Mr. Moberly's
action concerning these supplies.

Without questiôning Mr. Moberly's professional judgment, which we
believe is entitled to respect, we cannot refrain from pointing out that he
exhibited a tendency to insubordination, which, if general, would have
rendered futile the best endeavours of the chief administrative officer of the
Department, he had been elected to serve.

Mr. Fleming met Mr. Moberly, at or near Yellowhead Pass, in the
summer of 1872, and after asking and receiving information as to these

,transactions which we have been describing, as well as others during the
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-preceding season, determined to dispense with his services, and subse-
-quently by letter notified him to that effect.

Mr. Moberly, however, placed his own judgment àbove that of his
superior officer, and decided to continue the surveys upon which he had
entered until they were complete. *In reference to this matter he says,
in his sworn deposition (p. 1828): " On receiving the letter above alluded
to, the instructions conv'eyed in it were too childish to be followed, and I
then decided that I would carry on any further work to the best of my
judgment for the interests of the Government; that I shotld obey orders
when I could see they were sensible, but not otherwise, and as soon as I
could do so get ont of the railway service as quietly as possible."

There<seeiustaloo to have been a deplorable laek of discipline on the
pait of party T, cendutitd by -.Mr. Mohan.

It is manifest that a serions waste of money occurred in connection
with the surveys in 'Betish Côtrmnbia during the seasons of 1871 and 1872.

The cost of the sarveys over the whole line up to the 80th June, 1873
was $1,01,895.36, and may approximately be considered as oevering the
expenditure încutted' iii respect of the first two seasons' operations.

By the analysis of surveys accompanying this report it will be se&n,
that some forty-four parties were during that period engaged, being an
annual average of twentywo, of which three were merely exploirations,
he remaindler instrumental surveys.

The Chief Engineer in his report of 1872 states, as as been before
reiarked, that nearly 800 men had been employed on the work The
evidence whith has been taken leads us to believe that the usual number of
men attached to fully equipped surveying parties, ranged from thirty to
forty-five; *hile that of those engaged upon explorations would reach
eight or ten.

Assuming then that the nineteen instrumental parties engaged
dluriïg eadh of the years 1871 and 1872, consisted of thirty'
eight men (the nean between these two extremes), and that the three

exploratory parties each consisted of ton, some 750 men would thus be

accounted for. Dividing this number into the average annual expenditure

of $540,697 we have $720 as the cost per man per season.
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Applying the same method of calculation to the aggregate expenditure
upon surveys to 30th June, 1880, the cost per man for each season averages
about 700, or from $3 to $3.50 per day per man, during some six to- seven
months of the year. A detailed analysis of the expenditure made through
Mr. Wallace, covering the outlay on account of parties operating east of
Fort Garry, confirms this estimate. The whole sum expended through him

amounts to $535,154.36. The number of men employed. is found, by a

careful examination of the pay-rolls, to have been equivalent to one man
for 152,273 days. Dividing-the former amount by the latter, we have almost
exactly $3.51 as the cost per man per day. This sum covers wages,
supplies, travelling and other expenses, including those of management.
Ex,·epting in some specific cases which have come before us in evidence,
the expenditure for supplies, though high, does not appear to have been
extravagant or wasteful. Still it must be remarked that the accounts have
been very insufficiently vouched.

During 1878 the operations in the mountain regions were confined to
exploratory surveys by Mr. E. W. Jarvis, Mr. C. H. Gamsby, and Mr. Walter

Moberly, and an exploration by Mr. Marcus Smith, In the prairie district

an exploration was made by Mr. Selwyn, and a survey by Mr. H. B. Smith,

while in the woodland or eastern district some nine or ten parties were
still engaged in trying to improve upon the lines which had been already
run.

On the 26th January, 1874, Mr. Fleming made his second special report,
and stated in effect that several routes through British Columbia had been

found on which the obstructions met with, although formidable, were not

insuperable. That a favourable and comparative easy route had been found

from the Ottawa to the northerly side of Lake Superior; that it would be

possible to locate the line direct from the northerly side of Lake Superior
to the prairie region, without unusually expensive works of construction,
and yet with remarkably light gradients in the direction of heavy
traffic; 'that there would be no difficulty in finding a comparatively easy

route across the prairie region, and, therefore, that the " practicability of
establishing railway communication across the continent, wholly within
the limits of the Dominion, is no longer a matter of doubt."

Mr. Marcus Smith, after nine years' connection with these surveys, and
after having, as Acting Chief Engineer in Mr. Fleming's absence, made
himself familiar with all the surveys from one end of the line to the other,
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states in evidence that " the second year, in the middle of 1873, within less
than two years we had sufficient information to begin to construet a
railway across the country. It is possible, if a company had been making
the surveys, they would have begun after one year's surveys."

It appears to have been considered that sufficient information had been
gained at this date to warrant construction being proceeded with in
accordance with the terms of Union with British Columbia, and a charter

was granted for the building of the road throughout. This, however,
lapsed before any works were commenced under it.

In 1874 the Canadian Pacific Railway Act was passed, and the
construction of the railway, as a public work, was placed under the general
*superintendence of the Department of Public Works.

The second triennial period, of which that year marked the commence-
ment, was one of great activity, sixteen explorations and sixty-four instru-
mental surveys (of which latter some twenty-eight were either revised or
location surveys) took place during the. three years referred to, apportioned
as to districts as follows

Districts. Explorations. Instrumental
Surveys.

W oodland Region ........................ . .... ................. ............. . .... 4 24

Prairie Region ............................................... 4 i

Mountain Region...... .................... ............................. . ............. 8 29

164

The aggregate cost of these operations was a little in excess of two
millions of dollars.

The thirty-six exploratory surveys averaged a little more than thirty-
four thonsaud dollars each, as against twenty-seven thousand during the
three years preceding.

Of-the four explorations made in the Woodland region, one only was
west of Nipigon, namely, that from Nipigon to Dog Lake in 1876; the
remaining three were east of that point-one, in 1875, between Pi'c River

and Sault Ste. Marie, and two, in 1876, between Pic River and French
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River. The instrumental surveys undertaken in the Woodland region
during the same period were as follows

West of Nipigon.

1874................. ......... ......... . ....................... ..... ..... ......

1875 .............................. .... . ...............

1878........... ......... ......... ......... ........ ...... .........

Exploratory Locations
Explray or
Surveys. Trial Locations.

8 4

................. 4
9 8

East of Nipigon.

1874............... ................................................ ........................... I

1875.................. ...................... ...................................... .

1876................... . . . . .................... ........ . ...............

Ex Locationsxploratory or
Surveys. Trial Locations.

...... ............. ...

6 i

A detailed statement of these surveys, showing the country traversed,
will be found at the end of our report upon the question of engineering,
together with a table exhibiting the number and class of surveys in each
district respectively.

Until we come to consider the question of location, there does not
appear to be anything in connection with these surveys requiring special
remark beyond the temporary diversion of the energies of the Engineering
Department, during 1874 and 1875, in the direction of examining the interior
water stretches.

Since the close of our sittings for taking oral testimony, Mr. Fleming
has transmitted to us a copy of a memorandum addressed by himself to
the Hon. Alex. Mackenzie, dated the 29th of September, 1874, bearing upon
this matter, and has requested that it should be treated as part of his
evidence, and inasmuch as it does not appear upon any of the public records
we introduce it at this point.
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Memorandum in reference to the construction of the Canadian Pacific Railway
and Settlement of the North- West Territory.

OFFICE OF THE ENGINEER-1N-CHTEF, CANADIAN PACWIO RAILWAY,
OTTAWA, 29th September, 1874.

To the Honourable ALEx. MAcKENZIE,
Minister of Public Works, etc., etc., etc.

SIR,-In accordance with your wishes, I have given some consideration to the question of

oonstructing the Pacific Railway, and the best mode of pficeeding under the Statute passed
lat session. i now submit the general views I have formed on the subject.

You are already aware that I have always aonsidered and advocated the construction of
a line of telegrapb, in advance of the railway, as a necessary and most important preliminary
work.

The construction of the telegraph from the Pacifie coast as far easterly as Lake Superior,
is now placed under contract, and may be considered secured. For reasons which will here.
after be presented, I tbink that there should be no delay in inaugurating the construction of
the telegraph from lake Superior along the route of the Railway, to the south side of Lake
Nipissing, at some point where it would connect wich the telegraph system of Ontario and
Quebec.

I have the highest possible opinion of the producing capabilities of much of the country
extending for a thousand miles, west from the Lake of the Woods. I believe this vast

territory is destined to support a very large population, and I think that ajudicious expendi-

ture on the part of the Government, in opening up lines of communication, together with a

well devised scheme of emigration, will very soon have the effect of settling the country.
Under favourable circumstances, I believe that in a few years the population will be

counted by millions, and that the day is not for distant when the census will show a greater
number of Canadian subjects to west of the Lake of the Woods, than it now shows to the est
of it. Ontario and Quebec will thon be classed with the Eastern Provinces of the Dominion.

If such a population existed on the central plains at the present time, who, for one
moment, would doubt the gigantic proportions of the traffic between the millions east and the.
millions west of Lake Superior-a traffic which would not only find a channel through the
magnificent system of lakes and rivers during the season of navigation to tbe Lower St.
Lawrence, but would absolutely demand for its service throughout the whole year, the shortest
possible al-rail route that can be made.

The traffic indicated would, without any doubt whatever, fully occupy every line of
communication now thought of. Freight would naturally seek the water channels during the.
season of navigation, while passengers and the light kinds of traffio would, as a general rule,
go at ahl sesons of the year by rail. Looking to the future, therefore, it is of the utmos t

importance that the railway should be projected and constructed on the shortest possibli
route that can be found.

It is a mistake that many of the people have fallen into, to suppose that the Abortesî
route would run south of Lake Superior. The best information yet obtained goes to show

that a lin. south of Lake Superior would be from 59 to 94 miles longer than a line north of i,
touching at Thunder Bay, and from 123 to 153 miles longer than a line touchin at Nipigon

Bay.
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Entirely apart, therefore, from the question of passing through a foreign country, it ls
quite clear that all ides of spending Canadian .money tosards coustructing a line south of
Lake Superior should be abandoned, and every effort should be directed to establish a more
direct line to the north.

Of the two lines north of Lake Superior, the one touching at Nipigon appears to be the
shortest by about 64 miles. That route, therefore, is the one which, in my opinion, should be
adopted, if one stili shorter cannot be found. It would, looking to the not distant future and
the vitally important objeots to be gained by having the shortest passible throgh line, be
nost unwise to twist the mainitrunlt railway a single mile out of the direct course. T1e very
shortest line that On posibly be secured will be longer, allwill admit, than we would desire.
Iftherefore, no line can be found shorter than the on ereferred to, by -Nipigan,:th4t undoubt.
edly is the true route for the line of railway.

To carry the trunk line round by Thunder Bay would practically be placing the Eastern
ml Western Provinces of the Dominion 64 miles further apart, and imposing an unnecessary

tax of nearly two dollars per head on every passenger using the railway for all future tme.
I muât not be understood to advoate ithat the construction of a contifuous alil rg

routo north of Lake Superior should takeprcedenceower everyting «l4e. I sinply recom-
mendýthat it should from the first bekept prmiomintly in vi4w and form,part of the general
Aesign, and that when the proper time arrives it should be carried into execution. There are
other sections and other works rmore immediately neoeskary.

Existing canals and railways in connection with the Great Ikes brigg the stesm çom-
munication of this country from the AtlanUe Oçean to Thunder Bay. Thunir Bayis Alle
natural and proper outlet forthe mixe land and water route, thienc to Mamtoba, populariy
known as the Dawson route. This line of commuuication should I thinr, at once he r.n-
d.red as efficient as possible for present purposes, and fopermaen& use.duringthe seasons
of navigation asa freight route.

The Dawson route will nover be of much service, unilitisopeirted b am hrough.
out ; the 50 miles east of Lake Shebanrowan and the. 100 milea.west of Iahe of tbe-Woods,
should immediately be railwayed,.the portages intervening that cannot be eanelled should
at once be tramwayed sad provided with the best meohaaioal contrivances for transferring
and handling freight, with ease and speed.

The outlet of the Lake of the Woods at Rat Portage is an objective point on the itaoi
Railway and may be made a common point on the Dawson route; from thence to Red River
the railway should be made common to both lines of communication,

Ebat-of Rat Portage, I think that it would be advisable to establish the Dawaon route as
an entirely independent line of traffic.

I am perfectly well satisfied that at no distant day, the trafflc between Lake Superior and
Red River will fully engage both lines of communication, and that the part of the Pacifie
Railway which will first demand a double traok, will be that portion between Rat Portage apd
Red River.

I feel convinced that the Dawso(n route, i'nproved and employed to the fullest capacity,
will be utterly inadequate for the freight trafflo that will be created, and hence the importance
I attach to the COul truction of that portion of the Pacific Railway betwen Red River and
iLake Superior, of such a character as will specially adapt it for the heavy traffic which will
soon seek this channel.- Yide Pacific Ibýilway report 1873, page 33.
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The Pembina Branch will of course be useful for a short time, in giving access to Manitoba,
'Until the other and more direct lines are established through Cnadian territory.

The Cinadian Pacifie Railway from Manitoba eastward cannot stop short at Lake Superior;
there terminating, it would only be employed during the summer months. The Pembina
Branch wouldl continue to be the only inlet and outlet during the winter season, but when the
country becomes populous the people on the plains will never be satisfied to make ajourney
through the United States of 1,589 miles to Toronto, when it might be reached by travelling
only 1,173 miles; nor would they submait to be thrown 1,925 miles away from Montreal when the

completion of the lnk east of Lake Superior would shorten the distance 637 miles.

With regard to the country weEt of Rel River, the question of the day is really its
settlement. The lakes and rivers eau undoubtedly be used in promoting this work, to a great

extent, but owing to the climatic fact that the water channels cannot be emuployed at all for a

considerable portion of the year, something more than the navigation of the lakes and rivera
la required to reqder the settlement of the country speedy and successful.

We must look ta the establishment of railwaym, not simply a trunk line, but a complete
railway system, as the only satisfactory meaus of maintaining commuuication between the
several sections of this vast territory.

A trunk line is probably the first railway that should be undertaken. Branches to it will
follow in due time, and they will ramify in every direction whera profi'able traffl is found

possible.
Everything se fsr points t) the Yellowheil Pass as the proper gateway through the

Rocky Mountîins t, te Pacific coast. Whatever explorations now being made and yet to be

made may bring to light, I assume far the present that the trunk liue will p3ss through the

Yellowhead Pass, and I have laid down on the aec ,mpanying map its probable approximate

position from Red River westeîly.

From the trunk line I have indicated where sorme leading brineheï miy be judiciously
established. It will be eeen thet one braneh is project3d from the main line at the Red River

Crossing, nearly due west by the valley of the AFsineboine. This branch would serve the
fertile country in that direction, and extended to the coal deposits recently discovered by the
Boundary Survey, would supply the inhabitants of the Province of Manitoba with fuel. Other
tranches are shown from the main line, routherly and northerly. From a point in the
neighborhood of Edmonton, one of these would run through a beautiful and extensive
country on the euatern flank of the Ricky Mountains, extending from the North Saskatchewan
towards the boundary of the United States, while another would tap the Peace River region,

and both would be of immenso service in the developing of the mineral and agricultural
resources of these regions.

Many other branches will be formed as circur- tances require ; those I have alluded to
ara siiply leading ones that suggest themselves at the present time.

With regard to the country on the western side of the Rocky Mountains, and the railway
route tbrough it to the Pacifie oat, it will be necessary to wait until the surveys are further

advanced before much more can be said than has already been presented in my last general

report. Al thatcan no v be done is to reserve a sum for proposed expendilure on whichever

route may te found most eligible.
laving submiitted the3e general remarks, I will now proceed to state the views I have

formed with:regard to the carrying into exeoution the important works referred tD.



It would undoubtedly ho advantageous, in nany ways, to construct the Pacifie Railway
through the instrumentality of a large company, instead of directly by the Public Works
Department.

I feel satisfied, bowever, after giving the matter careful consideration, that it would be-
best, during thenext two years or so, to carry on initiatory and desirable works directly by the
Department of Public Works. This would give time to obtain full information respecting every
portion of the country, te locate the railway route, to erect the telegraph, and to do ail the
works embraced in the telegraph contracts, such as clearing, making roads, &c. It would
enable the Goverument, as well as parties who may propose entering into contracts, to form a
more intelligent ides of the undertaking propo3ed to be carried out, than can possibly be
fornedat the present time.

Before the expiration of a period of say two years, the Government could publicly
invite and receive proposals from capitalists, who might be prepared to form one or more
strong financial companies, to carry out the undertaking, and such proposals as may be made,
could embrace the assumption, by the contracting company or companies, of such portions
of the whole scheme as the Government may execute in the meantime, and as may be
stipulated.

In the meantime, I would recommend that the Government, through the Department of
Public Worka, proceed during the next two years, with as much energy as possible, in carry-
ing out certain preliminary and necessary works as follows:-

Firstly.-Telegraph Une, including clearing, two chains wide along the route of the Railway,
throught forest and pack-trail or roads.

1. British Columbia te Edmonton........................................... $300,000
2. Edmonton to Fort Pelly.................................................... 117,250
3. Fort Pelly to Fort Garry....................................... ............ 56,250
4. Fort Garry to Lake Superior.................................. 189,120
5. Lake Superior to Lake Nipissing............ ................. 250,000

$912,620

Total, ..y ................ *. 1,000 4000

Sconydy.-Land and water communicat'on from Lake Superior to Red River (Dawson route>

Approximate
Expenditure.

1. Railway from River Kaministiquia to I.ke Shebandowan..... $1,000,000
2. Railway frotn Rat Portage th Red River.............................. 00,0
3. Portages and equipment between Lake Shebandowan and

Rat Portage ............. ---........ •.. -...................-.. 250,000

Total expenditure on the Dawson route, of which $2,000,000
would be common to the trunk line of the Pacifie
Railway'.•••.•."". . . e..... .O ....... 3,2~>0,000

66 • ENGI-NEERING.
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Thirdly.-Land and water communication, led River to the North Saskatchewan.

1. Railway from Red River to Lake Manitoba......................... $1 ,500,000
2. Portage, railways, improvement of navigation of Saskatchewan,

steamboats, etc .................................................... 2.50,000

Total expenditure in connection with the Saskatchewan naviga-
tion, of which $1,500,000 would be on account of the main

line of the Pacifie Railway.......................................... $1,750,000

Four thly..-Pf m bini Branch.................................... ...................... $1,000,000

Fifthly.-On account of construction of Pacitio Railway in British

Columbia and between Rat Portsge and Nipigon............... $3,0o0,000

RECAPITULA TION.

1. Pacific Railway Telegraph Lin. ................ $1,000,000

2. Railway and water communication from Thunder Bay to Red

River........................... ......................... ................ 3,250,000
3. Railway and water communication from Red River to Edmon-

ton.................................. ............ ................... 1,750,000
4. Pembina Branch Railway............................................... 1,000,000

5. Pacific Railway in British Columbia, et.............................. 3,000,000

Total.......................... . $10,000,000

The expenditure above suggested would initiate construction genErally throughout the
whole line, and it would probably be quite as much as could judiciously be made within the
period referred to.

It would secure a telegraph lino along the route of the railway from Ottawa to British

Columbia, it would clear the forest land to a width of two chainv, it would establish a road
passable for horses along the entire route, and thus give access to the country for contractors,
explorera and settlers, who would follow and render the establishment of regular postal com-
munication possible and easy at a very early day.

The expenditure proposed would also develop and so far perfect the Dawson route, as a
line of steam communication, as would make it really serviceable for all kinds of traffic unt4l
the completion of the railway between Lake Superior and Red River. On the oompletio» ot

the railway a classification of the traffii would naturally follow. The Dawson Route wold

continue to be of value as a means of transpo)rting way freight, while pissenger and other

traffle would find their way by rail.

The expenditure proposed would also connect Red River by rail, wiLh Lake Mnitoba,

place railways on the portage; lying between Lakes Manitoba, Winnipegosis and the Saakatch-.

ewmn River, improve the rabpids of the Saskatchewan, place steamboats on the whole route

6à
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and thus practically extend the means oS ateam communication from tide water at Quebec, by
both branches of the Saskatchewan, ta the foothills of the Rocky Mountains.

It will be seen, too, that the expenditure contemplated will be atrictly confined ta those
pcrtions of the great lines of communication essential to the opening up of the country, and

which would in the highe4t degree assist in the economical construct'on of that which, at the

end of two years, would remain t3 be done.

In the estimite presented, I have placed $3,000,000 for expenditure in British Columbia

and on the line between Rat Portage and Nipigon. I bave not attempted to separate the Sun,
as the amount which may be expended in British Columbia depenis Po much on
circumstances.

With regard to the estimate, I may state that, although roughly approximate, it may be
considered a liberal one; and with regard ta the period of two years, I should not be understood
ta mean strictly two working seasons.

I should rather have used the general expression two or three yeara, as, owing to the
peculiar circumstances which obtain, I doubt if it would be possible to carry out all that is
contemplated or expend the estimated amounts judiciously and economically within the
-shorter period. There would be nothing, however, to prevent the Government entertaining
-any proposals that may be made by financial companies, for the construction of the whole
line of rrilway before the completion of those por tions herein referred ta; the amount actually
-expended could then be considered as so much paid the company on account, or dealt with
'as n ay then be agreed.

My present object (on your invitation) is ta point out which plan of procedure would], in

-my judgment, be the best. I feel well convinced that whether or not it may .e considered
advisable ta place the whole un dertaking 1 y and-by e in the bands of one large conmpany, it
would In the meantime be In the public interests ta initiate construction in sme such
manner as herein indicated. I am satisfied that with the preliminary works alludec ta, well
advanced, every section of the country made accessible and its speedy settlement assured, it
would be pcssible ta make terms with capitaliéts far more favourable ta Canada than can
poEsibly be expected at the present.time.

Should you entertain favourally the suggestions herein contained, I would further
recommend that public notice be at once given that the grading of the railways from Thunder
Bsy te Shebandowan, from Red River ta Rat Portage, and from Red River ta Lake Manitoba,
will be ready for contract before next meeting of Parliament, and that tenders will be invited
so son as the surveys now in course of completion be reidy, and the plane, profiles and
specifica'ions prepared; the object being to affori intending contractors an opportunity,
before w!nter comes on, of personally examIning into the chLracter of the excavations which
wll require ta be made on the several sections referred to.

I am, &c., &c,

SANDFORD FLEMING.

A contract was entered into with the Hon. A. B. Foster in 1874 to sur-
vey and build a line of railway, known as the Georgian Bay Branch, ter-
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minating at the mouth of French River on the Georgian Bay. Some three
or four hundred miles of lake navigation became available from that point
to Thunder Bay Thence the line of the Canadian Pacific Railway was
located to Lake Shebandowan, and surveys were entered upon to ascertain
to what extent the lakes and rivers of the Dawson route, miglht be utilized
and the portages overcome. Further surveys were undertaken with a view
to ascertain if the navigation of the Lake of the Woods could be extended
westerly, and examinations were made of certain portages in connection
with lakes Cedar, Winnipegosis and Manitoba, in order to ascertain the
practicability of uniting their waters by short canals.

In pursuance of this general object the construction of Fort France8
Lock was entered upon early in 1875.

The Hon. Mr. Mackenzie, while giving evidence before us, stated' "that
the policy of the Government looked to the possibility of the road east of
Thunder Bay not being constructed for many years, and to use the water
as a means of communication between the Ontario system of railways and
Fort William, and possibly to utilize the small lakes in the interior of the
country also for a term."

Inasmuch as these surveys were entered upon in pursuance of a
certain policy of the then existing Administration, we consider it unneces-
Sary to do more than refer to the matter in the most cursory way.

The Canadian Pacifie Railway Act of 1874, to which allusion has
already been made, provided among other things that a line of electrie
telegraph should be constructed in advance of the said railway and branches
along their whole extent respectively, as soon as practicable after the loca-
tion of the line had been determined on. In the autumn of the same year,
contracts for the construction of a continuous telegraph line from Thunder
Bay on Lake Superior to the then existing telegraph system of British Co-
lumbia, were entered into. The location of the whole line at an early date
therefore became necessary.

The first definite location of any portion of the line, was that of the
Pembina branch, over a section of the country, which left'little rooi for
engineering ability. Owing to the distressed circumstances of many of the
inhabitants of Manitoba, the Government decided, in the summer of 1874,

to place under construction the portion of the line between 'Winnipeg
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and the international boundary, and instructions were issued to Mr. Rowan,
the district engineer in that Province, to locate the line without delay,
following as much as possible some of the road allowances between the
two points named. This was done, and on the 8th of August tenders were
invited, which resulted in a contract, dated on the 80th of that month, for
the construction of the road bed.

In April, 1875, the line from Fort William Io the Shebandowan and
from Selkirk to Cross Lake were placed under contract, and on the 7th June,
1876, the construction of the line from Thunder Bay to Shebandowan,
having been diverted in a more northerly direction from Sunshine Creek
westward, the grading and bridging fiom that point to English River was
contracted for. The manner of letting these contracts and all other matters
relating thereto, not directly of an engineering nature, are dealt with later
on.

In nearly every case, from 1875 to 1878, the contractors came upon the

ground prepared to commence operations before their work was fully laid
out. In the case of contracts 13 and 14, it is alleged that losses were
sustained by the contractors on this account, and claims were in fact pre-
ferred against the Government for compensation, one of which was paid,
and the others are pending. This brngs us to the consideration of a matter
which has given rise to much controversy -that is the insufficiency and inac-
curacy of information offered to tenderers in connection with the construc-
tion of the road-bed.

During the progress of the evidence it has transpired that in the case
of the first four contracts for road-bed construction between Thunder- Bay
and Red River, tenders were invited and contracts let before a sufficient
exaLmination had been made of the projected line to enable the Engineering
Department to state, iii most cases, even approximately, what work would
require to be performed.

The bills of works offered to tenderers were invariably calculated from
nothing more reliable than profile plans. In every case the contract was
let before the quantities had been made up from cross sections. Mr.
Fleming testified that an estimate so made would be a " mere guess." It
might, therofore, have been expected, and it did happen that the quantities
stated in the bills of works have, in nearly every case, been largely
exceeded by the actual quantities the contractors were called upon to
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Derform. As respects the contracts named the difference between their
actuai côst and the amount at which they were contracted for was over
fifty per cent., as follows

Anticipated Actuel cost
cost at date of as far

letting contract. as ascertained.

ontrc ........... ............... ........ . ................... ..... .... ..... j 200,000 208,163
do 5, ....... .................. 60,000 161,124

do 13 ..... .... ....................... . . ..... ,. ......... ,....... •291,000 313,200

do 14................................................................ . .. 402,950 7.0,136

lo 15 .......................... ......... ................. 1,593,085 2,52,479

,do 25... ..................... ..... ........ ........ 1,037,061 1,396,824

3,587,096 5,391,926

Tbe estimate in tbis case was really $406,194 for about forty-fivo miles-the westerly twelve and
a-htlf miles were abandoned, and for illustration only this amount $294,000 is taken, being about the
'Same proportion as the distance finished.

The Chief Engineer has expressed the opinion that although accuracy
in the estimated quantities offered to tenderers is, of course, desirable, it is
'lot of any great importance when contracts are let upon a schedule of
Prices. In such cases he affirms the aggregate cost of the work may be
greater than expected, and thus lead to disappointment; but that no mate-
rial loss can accrue to the Government. He was asked whether inaccura-
cies in the estimated quantities, particularly when the offers were incon-
sistent in prices, did not sometimes affect the actual and final cost of the
work in addition to leading to disappointment. His evidence was that he
Was not aware of a single instance where that had been the result, and
that in no case had the rank of the tenderers been altered to any appreci-
able extent by such inaccuracy. The evidence leads us to a different
conclusion. If the quantities upon which the tender is based should turn
out to be approximately correct, and the various tenders consistent as to prices,
the relative position of the tenders, when subsequently based on execute4.
quantities, might not undergo much change, but should the prices affixed to
the tenders be incongruous and the relative proportions of earth excavation'
rock, masonry, &c., be materially altered during the process of construction,
then those tenders which seemed to be the lowest might turn out

to be considerably higher than others. To exemplify this a statement
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has been prepared showing, firstly, the relative positions held by
the tenderers for section 15, and under which the contract was made, and,
secondly, the relative rank they would have occupied had the figures con-
tained in the last progress estimates been offered to tenderers, instead of
the imaginary quantities upon which their offers, as a matter of fact, were

based.

STATEMEýN r showinig the result of letting contracts upoi the plan of a
schedule of prices, where the quantities offered in the bills of works
are inaccurate, and prices affixed by tenderers relatively incongruous.

As they would have
At date of opening ten- ranked had Bill of

der as per original Works corresponded
Names of Tenderers Bill of Wurks. with last Progress

for Estimates.
"Section 15."

Rank. Amount. Rank. Amount.

Martin & Charlton ...... .................. . ......... 1 11510,090 6 2,586,959

Sutton & Thompson.................... ....... 2 1,591,825 .5 2.,582,479

J. A. Green.................................................. . 1,679,063 3 2,467,33

Talbot & Jones .............. ..... .... .... ........... .... 4 1,683,085 9 2)643,213

D. Hinkson...................... ....... ............. 5 1,695,665 1 2,386,342

Hill, Lipe & Co..................... . ............ ......... ........ 6 1,727,875 10 2,706,780

D. S. Booth.,.......... ........................................ .. 7 1,734,820 7 2,597,883

0. C. Gregory.- ....... .... ... ...... .... 8 1,745,935 i 19 3,39Q-,9Ow-

Mullen k Whelan.. ...... .... . .. ....... 9 1,749,293 12 2,731,047

OBrien & Ryder................. . 10 1,780,310 il 2p729,295

J. Whitehead................... ............... il 1,799,790 8 2,635,797

A. Farewell.................. ...... ............ 12 1,815,483 2 2,433,022

Wright & Sachrel.... ......... 6.............. 13 1,832,175 4 2,514,249

Xa'ranagh & Co ............ ......... ....... ...... 14 1,895,404 14 2,751, 9C

M. A. Cleveland ................................ 15 1,899,680 13 2,73l8,4

Ilunter & Murray........ ....................... 16 1,9C,875 15 2,779,112

Campbell re y ...... .......... ...... ..... ......... 17 2,052,770 17 3,098,611

MIearlane . . ..cae ... .......................... 18 2,C93,970 16 2,939,144

Brown & Ryn........................ ........ 19 21U9,125 18 3,266,771

ed Diaonr................... ....................... 20 2,950,0 '0 20 3p523,731
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In preparing this statement the tender of Macdonald & Kane has been
omitted for the following reason:-

Mr. Macdonald stated in evidence that he declined to enter into the
contract when awarded, because he had based his calculations upon section 14
being completed within a certain fixed time, by which condition the Depart-
nent would not agree to be bound. lis calculations were therefore based
upon contingent conditions, which those of other tenderers were not, resulting
in lower prices throughout, which prices he refused to stand by unless the
uncertainty whick surrounded his competitors were in his case converted
into a certainty by the G-overnment guarantee. For this reason his tender
is not fairly comparable with the others, and has been excluded.

It will be seen by reference to the above statement that the five tenders
which were assumed to be the lowest were as follows:-

1. Martin & Charlton .......................... $,540,090
2. Sutton & Thompson.......................................1,591,825
3. J. A . G reen...................................................... 1,679,065
4. Talbot & Jones ............... ............... 1,683,085
5. 1). ilinkson................................. 1,695,665

IIad the quantities contained in the bill of Norks furnished to intend-
ing tenderers been according to the work actually required to be done, the
tenders would have rated as follows:-

1. D. H inkson...................................................... $2,386,342
2. A. Farewell ......... ............................ 2,433.022
3. J. A. Green.............. ...................................... 2,467,338
4. Wright & Scachrel ........... ............................... 2,514,249
5. Sutton & Thompson.......................................... 2,582,479

Thus, by a change in quantities (the prices being the same in both
cases) the lowest tender, that of Martin & Charlton, finds no place among
the first five.

The second lowest, that of Sutton & Thompson, on which the contract
waa actually based, recedes from the second place to the fifth.

The last of the live, that of D. Hinkson, becomes the first, and two te-
derers ranking twelfth and thirteenth under the original bill of works,
become respectively second and tourth.

It will be further remarked that, while by virtue of the first calculation,
Sutton & Thompson, the second lowest and successful tenderers were
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below D. Hinkson by $103,840, by virtue of the second and upon the actual
work doue, their tender is higher than his by no less than $196,137.

Their relative position, therefore, has been altered by the change of
quantities by some $300,000.

Had it been possible, therefore, to offer accurate quantities to tenderers,
Mr. Hinkson sh-uld have obtained the contract at a price which would
have saved the Government nearly $200,000, or about 8 per cent. upon the
entire outlay.

The foregoing facts sufficiently illustrate the principle involved.

Recognizing this feature as one calling for careful consideration on the
part of the Government, enquiries have been directed during the examina-
tion of both contractors and of engineers, to the existing system of offering
public works for tenders; but neither coutractors nor engineers appear to
think that there is any alternative method between that of basing tenders
upon a bulk sum and that of basing thema upon a schedule of prices, as at
present carried out. While each system has its advocates amongst engineers,
both appear to us unsatisfactory and unreliable. It has occurred to us that
a modification of the existing practice might be worthy of consideration.
The danger attaching to the present system would seem to arise mainly
where the prices upon which a tender is based are relatively incougruous.
It will be easily understood that if a çontract is based upon an unreasonabiy
high price for one class of work, rock for instance, and a correspondingly low
price for another class, earth for instance, then a change in the course of
construction, which would increase the quantities in rock, would augment
the profits ; but if the increase should be in earth it would diminish them;
while, if both should happen, that is the rock, be diminished, and the earth
increased, then the contract which had promised large profits might involve
an actual loss; and so, from time to time, the chance of loss or gain on the
bargain would fluctuate with such changes as might be made on the different
classes of work. A contract for the same works, based on a different tender
where the offer for rock was unreasonably low, and the earth proportionately
high, would, by such change, be affected in the opposite direction; the
increase of rock causing a loss-of earth, a gain.

It is plain, therefore, that tenders showing the same total for the whole
estimated quantities would not be equally advantageous to the Govern-
ment under all circumstances; and, in fact, if the prices were not consistent
throughout, the relative rank of tenders would change according as the
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Particular classes of work might be increased or lessened, on, which their
respective prices were too high or too low.

No such change in results, however, could happen if the prices given
in the tender afforded on each class of work about the same percentage of
Profit or loss as the case might be: the increase or the decrease of the
quantity would proportionately increase his profit or loss and no more.

In such cases the result of a contract to the contractor and to the

Government, would depend on a careful consideration at the beginning of
the real value of each kind of work. That being ascertained, the tenderer
Whose capital and ability gave him facilities over others, could well make
the lowest offer.

If, after having obtained by a thorough survey, fairly accurate quantit ies,
the Department-haviiig due regard to the conditions as to locality, facility
of approach for moving machinery and supplies, and other considerations
affecting cost-were to fix a standard price for each class of work, offered
'under the schedule, and invite tenderers to state at what uniform per-
centage above or below that standard they would be willing to undertake

the work, then these difficulties arising from incongruous tenders would

disappear, and with them the great teniptation offered to the Government

Engineer to permit, or even suggest modifications, by which low priced

work would be diminished and more remunerative work increased.

Lest from the foregoing remark it might be inferred that, in our
opinion, the public interests had suffered from the recreancy of the
Supervising engineers to their trust in the manner indicated, it is only fair to
say that the whole tenor of the evidence has been generally in a noticeably
contrary direction.

A part from the error of judgment in supposing that contracts may be
let with impunity upon bills of works in which no more than fictitious
quantities are named, the engineering of this period is marked by an unfor-
tunate omission for which we find no excuse.

The Government was committed to the flna, location of considerable
portions, in all 225 miles, of the line between Lake Superior and Red River,
without any adequate effort having been made to learn the nature or the

extent of the different kinds of material which would be met with 'i the

actual construction ot the work. These sections were fron time to time
submitted to public competition and placed under contract, in ignorance of
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data upon which a reasonable amount of information is indispensable where
the element of dost is of any consequence.

The absence of this information led to the executed quantities being
largely in excess of those which were presented to the tenderers by the bills
of works on which the prices were to be fixcd and the total cost of con-
struction estimated.

In addition to the disappointment occasioned in these instances by the
increase in cost over that which was assumed at the time to be approxi-
mately correct, we are of opinion that the money expended on the works,
reached a higher figure than would have been necessary had the Government
and the tenderers been informed, as fully as the circumstances permitted,
concerning facts which could have been readily ascertained, and which it
was the duty of the Engineering Department to ascertain, before advising
upon the quantities or the value of different classes of the work.

Between Thunder Bay and Red River, the country at each end of the
located line is comparatively flat, while towards the middle of it the surface
is very irregular, owing to the frequent and sudden changes from stretches

or knolls of rocky formation to the waters of lakes or inlets. The distance

covered by section 14, next east of Red River, was piincipally fiat. The

easterly two miles of it and the adjoining section 15 was ot the roughest char-

acter. Next Lake Superior section 13 was rather level; the section 25, next
west of that, was as a rale " flat, but dotted with rocky islands like small
hills."

It is the cost of these four sections, in all about 225 miles, which we
consider to have been materially affected by the ignorance to which we

have alluded. Over the very rough portion of the country, notably on
section 15 and the adjoining portion of 14, the embankments made through
the waters have called for a very large quantity of material beyond that

supposed to be sufficient when it was first decided to cross them by a solid
road-bed. The truth is that the depth of waters, and that was about all
that was known to the engineers, gave but a faint idea of the quantities
which had to be deposited, before a suitable embankment could be raised
upon a sufficient foundation.

The bottom of these waters was composed of soft, deep and movable

mud. The weight of the embankment, as it was built up, caused asinking
much beyond that which would have occurred had the bottom been of the

character which it was assumed to be, and in its progress downwards to a



SURVEYS AND LOCATION.

firmer foundation, the earth dumped into the road-bed displaced the original
bottom so that it was pressed outwards and upwards above the former water
level, for hundreds of feet on each side of the work, yielding its place below
to material provided by the contractor at Government expense.

low far the expense of providing material for this purpose could have
been prevented is not known. It was never ascertained, because no other
location was looked for in order to avoid this expense. Whether the soft
movable mud which has been described is to be found in some localities of
a greater depth than in others, or whether it invariably bears a relation to
the depth of water over it, or to the area over which it is found, are data
which would be necessary to have, before deciding to what extent, if any, a
different location would have saved the cost :occasioned by it on the lino
adopted.

The absence of knowledge concerning the natural formation under the
line of country selected for the location, led to another serious disappoint-
ment in this-that long swamps were crossed, which subsided under the
weight of the road-bed to such an extent, as to render it necessary to make
the embankments deeper than would have been necessary, had the natural
foundation been of the character which the Engineering Department
assumed it to be. This is particularly the case on section 14 where the
Julius Muskeg is crossed.

Speaking of this locality, Mr. Murdoch testified that he was, from difer-
ent examinations in that part of the country, aware, in 18 72, of the character
of the marshes and the bottoms of them; that he had passed over the
vicinity of the lino, and had noticed where "poles were stuck down to any
length." He said that about that time in a conversation with Mr.
Fleming and Mr. Rowan, he alladed to " the swamps that surrounded the
outskirt of the whole of that rocky country," mentioning that they " were
very deep and very long in some instancýs," and communicating what he
considered to be the difficulties of those places. Upon this occasion Mr.
Rowan differed from him, and, according to Mr. Murdoch's recollection
stated that there " was good sandy bottom."

In another locality, that of section 15, the work of construction wa
designed and the quantities stated in the bill of works given to the ten-
derers as if the excavations on the line, or close by, would provide but a
small proportion of the earth required to make a solid embankment, and
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instead of that it was arranged that trestle work should, in the first place,
be erected to carry the track.

Mr. Ruttan, who was the contractor's engineer on this section, testified
that upon their first inspection of the line, they saw that the embankments
could be made from the immediate locality without resorting to trestle
work.

During the progress of the work on this section, the character of it
was changed cormpletely, by abandoning the trestle work as a prominent
feature and adopting solid earth instead.

We do not think it material to the matter now under consideration
that other engineers differed on these subjects from those who had the

<tirection of affairs. What occurs to us is that whatever the opinions of
other engineers might be, or whether such opinions were known or not, it
was the duty of the Engineering Department, before advising the Govern-
ment to select particular locations, to ascertain, by methods well known to
the engineering profession, such facts as would enable the Department of
works to estimate as closely as circumstances would permit, the cost of
any particular section, either with or without comparison with any other.

We can only say, concerning these matters, that having no knowle'dge
of them, the Department of Public Works was not able to learn whether,
other things being equal, the line selected was in the locality where it could
be constructed at theileast expense to the country.

In another matter, however, we have come to the conclusion that the
ignorance of what could have been readily learned and ought to have been
learned, has led to a large direct loss.

Over a considerable distance of the country between Thunder Bay and
Selkirk, swamps or muskegs prevail. The material here is of a spongy
nature, holding a considerable portion of water, so that when it is removed
from its natural position and placed in an embankment, from 40 to 60 per
cent. of its original size disappLears, and the balance only is of any practical
use. Throughout the four contracts above mentioned, the removal of this
material has been paid for as if it had been ordinary earth, and in the case
of two of them, 14 and 25, the work in this particular material was
extensive, so much so that Mr. Fleming attributed the increase of cost on sec-
tion 25 over that originally contemplated, as entirely due to the large quantity
of this material, and paying for it at earth prices. We find this excess to be
over $350,000
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Enough has been said to make it manifest, that the country has had

but poor compensation for the money spent on excavation through mus-

kegs. This, however, would not show that the loss is due to an oversight
in the engineering.

An engineer who had been in the Goveriment employ during the
construction of these links, and speaking of muskeg, testified that he had
seen "men taking it out with a broad axe in large pieces over a cubic foot
in size, and pitching it on to the barrow with a prong fork instead of a

shovel." and that he had " seen a man wheeling a barrow full of this stuff

out of the ditch, placing it in a dump, and when he was running up the
board (the plank on which he was wheeling) the top of the load was higher
than his head ; that it had no consistency."

Although this description may be of an instance where the material
was lighter and less valuable than usual, the whole evidence concerning it
shows that it was not worth nearly so much to excavate as ordinary earth,
and was not worth half as much for practical results. There is no escaping
the conviction, that had its nature been known, when the construction of
these sections was submitted to competition, muskeg material would
have appeared in the bills of works, as a separate item.

Mr. Fleming was examined concerning this matter; and it is apparent

that there never was, even in the last of these contracts, any provision made

for inviting distinct offers concerniug it. Late in the day, he directed the
attention of the engineers to the expediency of avoiding its use where that
could be done, or of rendering it more available by cross-logging; but the
fact remains that when it was used, and in many places it had to be used,
it was paid for at the price of ordinary earth.

We can have no doubt that if its nature had been noticed and remarked
upon in the information given to tenderers, the offers would have contained
a;lower price per yard for moving muskeg material than for ordinary earth,
and that a large saving in the cost of the railway would have been s&
effected. Althouglh we have said that the muskeg material was of les
practical use than ordinary earth, we do not mean that it does not make sO
good a road-bed, for, on the contrary, there is a certain elasticity in it which
makes it a pleasant road to ride on, and it is easier on the rolling stock and

permanent way ; in order, however, to preserve it from fire, it requires pro-
tection by a coating of gravel. The objection concerning it Wtbat, under

the circumstances, the price paid for it was unreasonablY sad unneces-
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sarily high. The quality of this material is of a desirable character ; but
the quantity remaining in the embankment was small, compared with
that excavated.

Mr. Fleming, during his examination, raised an argument that a clause
in the specifications made it unnecessary to pay for this muskeg at earth
prices. No other witness, engineer or layman, gave such an opinion; and
the language leads us to say that there was no room for his argument.

The clause upon which he relied principally was this

" 30. The measurement of quantities shall invariably be made in excavation, unless in
special cases, if any, where this may be found impossible; in such cases the engineer shall
determire the quantities in embankment, after making ail proper allowances, of which h.
shall be the judge."

According to our view, this does not touch the case under considera-
tion; it cannot be said that it was impossible to measure the quantity
which was excavated; and that under this clause the embankment must be
resorted to for the purpose of learning how much had been taken out.

That clause clearly refers, as was mentioned in evidence by another
engineer, to such cases as sometimes occur where, from the shape of the
original surface, or some other cause, it is not possible to ascertain the cubic
contents of the material which was taken away, and then the next best
thing is to sec what is in the embankment made from it, and after making
due allowances so to estimate the work done.

Clause 17 of the specification seems to make it plain, that by the
contract this material was to be treated, for the purposes of payment, as
ordinary earth.

The following is the language of clause 17

"17. Excavation will be classed under three heads, viz.: Solid Rock, Loose Rock, and
Earti, and will be paid for according to the following definitions:

"lt. All stones and toulders measuring more than 40 cubio feet, and al solid quarry
rock, shal be termed Solid Rock Excavation.

"2nd. All atones and boulders measuring irore than 14 cubic feet, snd less than 40 cubio
feet, and all loose rock, whether in situ or otherwise, that may be removed with tacility by
hand, pick or bar, without the necessity of blasting, shall be termed Loose Rock Excavation.

4' 3rd. All other exoavation of whatever kind, with the exception of off tike ditches

referred to in clause 13, shall be termel Earth Excavai.

At all events the discussion about the meaning of the specifications
might well have been avoided, and it is at best an endeavour to save by
some argument, on the legal effect of a document, an outlay which could
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and ought to have been saved without discussion, by learning, before locating
and contracting for the construction of the road-bed, the nature of the
material which was likely to be met with in the prosecution of the work.
The serious omission to which we have here called attention would not
have occurred had the Chief Engineer and his subordinates acted on the
.elementary principles of railway engineering.

Professor Rankine in his work on Civil Engineering describes the steps
rto be followed in Railway Engineering, placing first the reconnoissance or
exploring of the country. Of this his language is --

" The reconnoissance or exploring of the country by the engineers with a view to ase-
taining in a general way the facilities which it affords for the proposed work, and determining
approximately the best site or course for that work. l this process the engineer wiil pay
attention to the geological structure of the ground, and the sources from which useful materials
may be obtained."

And he proceeds to give the order of the subsequent steps in such
-operations; amongst them that of designs and estimates. Before this step,
however, he names as an earlier one that of Trial pits and Borings, of which
he speaks as follows :-

" Trial pis and Borings will be proceeded with, while the levelling for the detailed

section is in progress in order to ascertain the strata of the ground. Borings are the less costly,
in time, labour and damage to ground, but pits are the more satisfactory to the engineer and

the contractor. The results of the trial pits and borings may be marked with plan and

sections for the use of the engineer."

Before the works on these sections were offered tt public competition,
ýalarge expense had been incurred in the operations of surveying parties
to and fro over this country. It has been suggested that surveying parties
sometimes failed to discover the nature of the soil, because in winter it is
covered by ice and snow.

It is not urged, however, that it is impossible then to learn what is
Tequisite, but merely that it cannot be done without taking more trouble
than at other seasons. This is hardly a reason for omitting one of the first
duties of engineers in preparing for the construction of a railway over a
new and unbroken country.

Even this insufficient reason, however, is not according to the fact, f0t
surveys had been made over the country between Lake Superior and Ble

River in various directions, in different years, in summer and in winiter;

and on no occasion,iuntil after large amounts were called for beyond the
expectations based upon the engineers' first estimates, was recourse had to

6
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the boring implements well known to the engineering profession as a means
of acquiring information, such as that to which we have alluded.

We feel constrained to say that the Engineering Department in this
case failed in its duty to inform the Government upon facts which are
well understood to be material to a correct judgment on the probable cost

ot a railway, and that there was no sufficient reason for such omission.

In the year 1875, Selkirk was fixed upon as the point at which the
Canadian Pacific Railway should cross the Red River. It has been stated
by the Honourable Mr. Mackenzie, that the decision as to this matter was
left entirely in the hands of the Chief Engineer. The reasons given for the
selection of Selkirk are as follows :-

lst,-It was available to navigation plying upon Lake Winnipeg.

2nd,-The banks were lower at that point than at other points.

nearer Winnipeg, so that a track might be more readily run down to the

waters edge for the purpose of transhipment.

3rd,-That in its vicinity there was a considerable bay suitable for

the harbouring of vessels through the winter ; but the reasons which seemed

to have had the greatest weight were -

4th,-That, at the point of crossing, the Government held some 600r
acres of land and, #

5th,-That the Chief Engineer considered that point less liable *to

inundations than any point nearer Winnipeg.

The choice appears to have been an unfortunate one. Even as early as

1875, the Pembina branch being then in course of construction, it must
have been evident that Winnipeg w'ould attain considerable importance as
a distributing centre. Section 14, moreover, having been placed under
contract and considerably advanced before the adjoining section was finally
located, a line from Rat Portage, vid Falcon Lake to Winnipeg, which we

conceive to be more eligible than the one adopted, was thereby sacrificed at
a present loss, estimated by competent engineers, at not less than $500,000,

and a permanent disadvantage of some twenty miles additional length.
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The following operations took place in the prairie region during the
second triennial period, viz:-

Exploratnry LocationExportios. Su rveys. kiurveys.

187 .............. ...................................... ...... . 3 I
1875................................................................. 2 2 i
1876............................. . I i 2 2

4 7 4

Excepting as to the location viii the Narrows of Lake Manitoba, which
is deait with in another place, there is nothing in respect of these surveys
which seems to us to call for special comment. We, therefore, pass on to
consideration of the Mountain district.

During the years 1874-5-6, eight explorations and twenty-nine instru-
mental surveys were made in British Columbia.

Only eight of the instrumental surveys appear to have been directed

towards improving the projected route to Burrard Inlet, while the eight

explorations and twenty-one instrumental surveys were made with a view

to reach more northerly harbours.

We proceed to give a synopsis of these surveys for each year under
the two destinctive heads above referred to, namely, those pointing to

Burrard Inlet, and those having'in view as a terminus Bute Inlet or more
northerly harbours, viz.:-

ExpIoratoy Revised or
Burrard Inlet. Explorations. S irveys. Location

1874.............. ................... 4

1875............ ..., .................. ..............-
1876...... ................. 1. ***

Tota ........................................
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More Northerly Points. Explorations. Exploratory Location
Surveys. Surveys.

--- -- - - - ---- - - - l

1874...... .. .......... . .......................... ...... ... 5 1 1

1875 .. ~.................. .............-. .... . 5 t 5

1876......... ...................... ............ 1 4 5

Total.......... ..................... 8 10 il

The Chief Engineer epitomizes the result of these operations in his

Special Report of 1877, as follows .-

" It is evident that from Tête Jaune Cache two courses only are open
for the railway, the one in a north-westerly direction by the Fraser, the

other, due south by the Albreda and the River Thompson. By either of

these two routes, the lofty and defiant Cariboo Mountains may] be flanked,

and the great plateau in the interior reached. From this central plateau

eleven routes diverge through depressions in the formidable Cascade range
to seven distinct harbours on the Pacific coast."

At this stage the Admiralty appears to have been applied to (in Novem-
ber, 1876), for information in respect of the character of the harbours refer-
red to. Respecting this, the Chief Engineer makes use of the following

language: "In the "search after reliable information upon the features of

the coast line of British Columbia, it was considered that the officers of
Her Majesty's navy, who had served on the North Pacific Station, must

have had repeated occasions to examine that coast, and more than any other
-less muet poesess that information without which no harbour should be
selected as the water terminus of the line."

It is a matter of surprise that the application for this information was
not made at an earlier date. The opinions expressed by Her Majesty's
naval officers are so strongly in favour of Burrard's Inlet and so adverse to

the more northerly harbours, that the possession of their opinions at an
earlier period might, and probably would, have saved the cost of many
expensive surveying parties made in connection with these objective points.

When it is borne in mind that an average instrumental party involved
an outlay of some $30,000, and an average exploration, from $8,000 to
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$9,000, it will be seen that the omission of these surveys would have saved
a large amount of money.

During this triennial period, Bute Inlet appears to have been regarded
as a probable terminus. To this end the contract granted to Mr. Barnard
to build a telegraph line from Edmonton, along the located line of railway,
to the existing telegraph system of British Columbia, was virtually
suspended, and the contractor instructed to proceed from Tête Jaune Oache

to Fort George.

As compared with Burrard Inlet, the position of Bute Inlet, as a ter-

minal harbour, is, according to evidence, far inferior.

If the Seymour Narrows which separate the Island of Vancouver from
the mainland were capable of being bridged at a reasonable outlay, the
Bute Inlet route would become one worthy of consideration, as the only one
which would permit of unbroken railroad communication to the Pacifie
harbours of the Island.

But, in 1872, an examination of this locality was made by Mr. Gamsby,
and in 1874 the Chief Engineer reported as follows

"Careful examination has established the fact that to reach Vancouver

Island from the mainland the following clear span bridges would be

required:

Feet.

At Arran Rapids, clear s pan......,....................... 1,100
Cardero Channel, lst opening................. ...... 1,350

2nd " ......... 1,140
"rd " ...... ........ 640

Middle Channel.............. ............ 1,100
Seymour Narrows, lst opening........................ 1,200

" 9 " " 2nd " ... ...... 1,350

" The channels to be bridged are of great depth, with the tide flowâig
from four to nine knots an hour."

Mr. Fleming, in another place, characterizes the bridging " as not onlY
formidable but without precedent." He also states that, " a great »Iiuih>
of tunnels, varying from 100 to 8,000 feet in length, would be indispe N*'
between Waddington Harbour and the entrance to Bute Inlet.

In view of these facts which were known in 1878, before anY srveys
had been made to points on the coast north of Bute Inlet, and i VieW of



ENGINEE RING.

the character of the navigation and the unsuitability of the more northerly
harbours which, if not known, ought to have been ascertained, as the Chief
Engineer himself explicitly admits in his special report of 1817, "before any
" harbour should be selected as the water terminus of the line," and
consequently before any expense in elaborate surveys in that direction was
incurred, we think that the surveys of some of the eleven routes to the sea

described by Mr. Fleming in his report of 1817, might have been well
omitted.

At page 73, Mr. Fleming uses this language: "In considering the
question of route in connection with that of the water terminus, the enquiry
may be narrowed down, by rejecting all the projected lines and harbours
except the most promising and important."

The tenor of Mr. Fleming's report is that the information derived from.
the Admiralty enabled the Engineering Department to see more clearly
than before, the expediency or inexpediency of carrying the railway to any
particular one of the several harbours to which surveys on land had been
made, and that some, at all events, of these harbours were altogether
ineligible. We think it is to be regretted that the enquiry was not, in Mr.
Fleming's words, " narrowed down " before large expenses were incurred
on those surveys which for nautical reasons were futile.

Without assuming to particularize the individual routes which
would have been known to be unnecessary had the information from the
Admiralty been obtained before they were undertaken, we feel obliged to
say that it was under the circumstances a duty to learn, in the early stages
of the surveys, all that could be communicated from such an authentic
source, and that no expense should have been incurred in running lines to
those points which from their nature were impossible as termini.

In the table at the end of our report on engineering we have shown
separately the varjous explorations and surveys directed to Burrard Inlet,
as distinguished from those to more northerly points on the Pacifie coast,
as well as the probable cost of them.

Those to Burrard Inlet are stated at $ 797,236; to other harbours, $968,-
-090. These figures are not given as exactly correct, but are based upon an
average assumed to be applicable to the several kinds of examinations, as
explained in a note to that table.

We have, in dealing with the first triennial period, mentioned that our
judgment was against the system adopted at the beginning, of examining
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the country generally by instrumental surveys rather than by simple ex-
Plorations, but we have to say that the mistake of using instrumental sur-
Veys too freely was not confined to the first year or period of the surveys.
We think the evidence shows that bare explorations have given informa-
tion to the Engineering Department which was of great value, and, indeed,
maore reliable than it was on different occasions considered to be by the
COhief Engineer. In 1874, a line was explored by Mr. Horetzky from Gar-
dner Inlet across the Cascade range to Lake François, heights being taken
by barometer only. This examination, according to Mr. Marcus Smith
(page 175, in the Chief Engineer's report of 1877), " gave no promise of a
practicable line."

In 1875, however, an instrumental survey was undertaken of the same
route. We have seen the original profile of the line followed on this occa-
sion.

A regular instrumental survey was made from Gardner Inlet up the
Valley of the Kimano River to Lake François, on the east side of the Cas-
cades, a distance of twenty-two miles.

From Gardner Inlet the line for the first nine miles runs up the valley
of the Kimano, which is about half-a-mile in width, and is hemmed in
between high precipitous mountains on either side, and rises by easy grades
'to the base of the mountain, 166 feet above the sea.

In the next ten miles the line abruptly asce-ids the face of the moun-
tain defile at the ,ate of about 400 feet to a miL, to a pond on the summit,
4,019 feet above the sea. It then descends in a'bout three miles to the level of
Lake François, which is 2,776 feet above the .e a, at the rate of 413 feet per
mlile.

A regular profile is given of thisi instrumental survey, with all the
levels marked upon it in the most formal manner, as if dealing with a
practicable line, and s, projected tunnel twelve miles in length through the
Iountain range, ascending from the valley of the Kimano to Lake François
at the rate of 238 feet in a mile.

The general features of the country through which this instrumental
Survey was made are , so pronounced, and so well described in. Mr.
Hloretzky's report of November, 1874, which appeared in that of the Chief
Bugineer for 1877, that we think it ought to have been evident, before the

-xpedition was started, that no result could be reached beyond showing that
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a railway on that line was not feasible, and that the consequence would be,
as it was, no better than a waste of time and money.

Similarly in 1874, Mr. Horetzky, whose explorations were clearly cou-
ducted with much care and correctness, examined a route through the
Cascade range from a lake on its eastern slope, to which he gave the name
of Tochquonyala, thence westerly through a pass into the valley of the
Kitlope River, and towards its mouth at the Gardner Inlet. In his report
of this expedition he gives the respective elevations of the pass and of a
portion of the valley near it, showing such a sudden fall (about 300 feet per
mile for six miles) as to make a railway on that route impracticable; his
language is: " I think the inference may be safely drawn that in this
quarter no practicable route is to be looked for." An instrumental examin-
ation of this route was, nevertheless, ordered, and though the service was a
hazardous one, Mr. Gamsby volunteered and was directed to undertake it.
Early in 1876, he proceeded with a party to Gardner Channel. Some
account of this expedition is found at page 176 of Mr. Fleming's report of
1877, and a more detailed account by Mr. Gameby himself, commences at
page 177.

The conclusions given by Mr. Gamsby are based on the supposition
that some of his party reached the lake described as existing on the eastern
slope of the Cascade range, and to which Mr. Horetzky had given the name
of Tochquonyala, and he assumes to contradict the substance of Mr.
Horetzky's report as to the height of the said lake, and the pass between it
and the River Kitlope. The evidence shows as a matter of fact; and,
although the latitude and the altitude of Mr. Horetzky's points, as well as
a sketch of his route, had been given to Mr. Gamsby's party, that the latter
gentleman failed to reach the objective points of his expedition. He
assumed others at much lower elevations respectively, to be those he was
instrcted to find. The result of the expedition was unequivocal failure,
without any advantage to compensate, in our opinion, for the expense
unnecessarily incurred in projecting it.

The last triennal period, 1877-78-79, was devoted mainly to location in
the west and construction in the east. The subject of surveys in the first
triennial period-of location in the second-are such as elicit, in the
consideration of them, various and often conflicting views. Involving as
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these subjects do, questions of route, theories as to the modes of survey, the
adequacy or the inadequacy of the means at the disposal of the Department,
they open up a wide field of controversy. The subject is a large one ; but all
tlese matters having been finally decided, and definite action thereupon
begun, the consideration of the propriety of official action thereafter is
restricted within narrower limits. There remains, therefore, but little to be
said in respect of the transactions of 1877-78-79. There were in all, during
this period, fourteen explorations and twenty-five instrumental surveys..
'he parties were distributed as follows:-

Instrumental
Explorations. Surveys.

Mountain Region.................................8 il
Prairie Region...................................... 5 3
Woodland, west of Nipigon................. .... 4
Woodland, east of Nipigo1. ................ 7

Total ..................... 14 25

In the mountain region the instrumental surveys, eleven in number,.
Were, with one exception, confined to the Burrard Inlet route. Seven trial

locations, covering the entire 493 miles, being made in 1877; three revised

locations covering that portion of the line between Yale and Kamicops, in
1878, and a trial location along the Skeena in 1879. Of the eight explora-

tions during the same period, two were made in 1877, and six in 1879.

They were as follows, during 1877:-

1. Exploration from Fort Simpson via Skeena River to Fort George,
by Mr. Cambie.

2. Exploration from Fort George through Pine River Pass, by Mr.
Rlunter.

During 1879:-

8 Exploration by Mr. Cambie.
4 " by Mr. McLeod.
5 " by Mr. Horetzky.
6 by Mr. Dawson.
7 by Rev. D. M. Gordon.
8 . by Mr. Hunter.

The object of these examinations, with the exception of Mr. Hunter's

explorations in Vancouver Island, was to obtain definite data to determine
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whether a northern route could be found, by Peace or Pine River, to Port
Simpson.

The result was to confirm the general route projected during the first
and second year's surveys vid the valleys of the North Thompson and
Fraser Rivers to Burrard Inlet, for a portion of which, tenders for con-
struction were invited during the fall of the same year (1879).

lu the prairie region, surveys by Mr. Lucas were made in 1877,
between Selkirk and the South Branch of the Saskatchewan, for an alterna-
tive line; and an exploration by Mr. Marcus Smith to Lac la Biche and
.other points to the north of the Main Saskatchewan. No operations were
undertaken in this region during 1878. Four explorations by Messrs.
Eberts, Dr. Smith, D. C. O'Keefe and Professor Macoun were undertaken
during 1879, with a view to obtaining a more extended knowledge of the
characteristics of the various districts lying between Fort Garry and the
Rocky Mountains. An exploratory survey was also made by Mr. Marcus
Smith from Fort Ellice to the western boundary of Manitoba, and a second
one by Mr. Murdoch, both in connection with the second 100 miles
west of Winnipeg

In the woodland region the following explorations and surveys took
,place during 1877-78-79:-

West of Nipigon. East of Nipigon.

Exploratory Revised Exploratory Reviced Trial
durvey. Location. Exploration. Surveys. Surveys. Location.

1 . . ·......... . .............
1878 ............... ...................... .... .......
1879 ... .. ... ........

Of the parties engaged west of Nipigon, three were engaged
during 1878, in revising the location of the 185 miles between English
River and Keewatin, known as sections 41 and 42, both of which sections
were placed under contract during March, 1879. An exploratory survey
was also made between Thunder Bay and Nipigon.
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East of Nipigon the following operations took place, viz:-

In 1877, three instrumental surveys were made from French River, two
'Westerly and one easterly.

In 1878, one revised survey in connection with the Canada Central
Railway.

In 1879, Mr. Austin ran a line from Callander, north-westerly some
-ixty-three miles, with which an exploration by Mr. Brunel, vid Spanish
River to Sturgeon River, made the same year, connected.

A survey of French River was also made by Mr. Bender.

The expenditure for the third triennial period, on account of surveys,
Was $754,798.

Since the inception of the surveys some thirty-four parties in all were
-cngaged (i.e. several each year) in examining the country between Thunder
Bay and the Ottawa; of these but six are described as explorations. If the
Cost of these parjies was up to the average, this portion of the survey
cannot have cost less than $850,000.

This is the territory respecting which Mr. Fleming reports in 1872 that,
"No serious enginering difficulties have been met with in passing from the

Valley of the Ottawa to the country north of Lake Superior."

The general direction of a practicable route having been ascertained

(which we think might have been done by well directed explorations
requiring an outlay of from $8,000 to $10,000 each), there would seem to have
been no necessity for this further lavish expenditure, until construction
having been decided upon, a definite location was required. In 1877, the
section of railway between Cross Lake and Rat Portage, some thirty-seven
iniles, was placed under contract, and later on in the same year the exten-

Stion of the Pembina Branch northward, from Winnipeg to Selkirk, was
entered upon.

Both these contracts exceeded the estimated cost very largely. The
excess in the latter case arose in part from other than engineering causes,
and the matter is more fully dealt with under the head of the individual
contract (5a). The greatly increased cost of the former, arose mainly from
the fact that the quantities contained in the bill of works offered to tenderers
were not even approximately ascertained. This feature has already been

reported upon. Inasmuch, however, as a portion of the increased cost was
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due to a change in the method of construction, a few words on this point
may be advisable.

Tenders were invited for the construction of this section at three several
times. The bill of works and specifications in each case contemplated a
different mode of construction. The first provided for the cuttings approxi-
mately balancing the fills, resulting in a solid rock and earth road-bed
throughout the entire length of the section. The estimated cost, however,
was so great that this proposition was abandoned after the tenders were re-
ceived, and a second advertisement was issued inviting tenders for the work
upon the plan of a higher grade, the material from the cuttings to be used
in filling the intervening gaps as far as they would do so, but not provid-
ing for further means of crossing the open spaces. Tenders were duly received,
but none of them were accepted. A third advertisement was inserted in
the fall of the year 1876, inviting construction upon the general plan just
described, but providing, in addition, for the filling up of the land gaps
with trostle-work, and the water stretches, which werq numerous, with,
rock-c at tings, up to three feet above high-water level, and with trestle-work
thereafter.

Soon after construction was entered upon, it was found that whenever
the material from any cutting was in excess of the quantity required to fill
the next void up to the specified height, the trestle-work would require
forthwith to be erected in order to utilize the superabundant material in
the next void, for which such material would be available, unless the con-
tractor took the time aid trouble necessary to move it over the natural
undulation of the country; and in many cases several land voids would
intervene, all of which would require to be trestled before the next water
stretch could be reached. In respect of this, Mr. Whitehead stated that the

proposed method of construction would have required twenty years for
completion, that, in fact, it was impracticable. His views were placed before
Mr. Rowan, the District Engineer, while he was being examined before us,
and he said in relation thereto: "I think there is some truth in that."

When the work was offered for construction, it was thought by the
Government Engineers, that very little earth could be found along the line.
Mr. Ruttan, however, the contractor's engineer, as before mentioned, stated,
in evidence upon this matter, that he saw, upon his first inspection of the
line, that he could borrow all the material necessary for making the embank-
ment.
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Mr. Whitehead, therefore, offered to substitute earth-work for trestle-
Work without making any charge for extra haul. His offer was recom-
Inended by the District Engineer, and, being approved by Mr. Fleming,
the Honourable the Minister of Public Works submitted a memorandum
authorizing the change to Ris Excellency in Council for consideration.

Mr. Fleming was on the eve of taking his departure for Europe, and
before leaving he saw Mr. Rowan, who was then at Ottawa, and informed

him that his recommendation was approved by the Department, and that

a memorandum had been submitted to Council to authorize action there-
Under. Council, however, neither adopted nor rejected the proposition at
that period, and Mr. Rowan, not having received any further communica-
tion, thereupon returned to Winnipeg under the impression that he was, or
would be, authorized to permit the contractor to proceed with construction
in the manner proposed. This change is estimated by the Supervising and
District Engineer to have increased the cost of the section to the extent of
from $200,000 to $260,000. The further increase of some $750,000 is con-
sidered by Mr. Carre to have been due to other causes.

His evidence on this point may be summed up in a few words, and
the general tenor of the evidence of others confirms his testimony-viz.,

that the grades having been altered, after the original quantities were esti-

mnated, the entire calculations based upon the first profile plan were inap-
plicable. The nature of tlhe country, however, was such that no reliance
'Could be placed on any calculations made from a centre line only.

Respecting this matter Mr. Fleming admits that, without cross-
sectioning, the quantities arrived at would be " a mere guess." The
evidence of all who have been examined shows beyond doubt that the
,quantities were not calculated, from the cross-sections until after the con-
tract was let; that the quantities contained in the bill of works sub-
maitted to tenderers were based upon a centre line only, and that therefore
they were a mere guess.

The next sections offered for construction were those known as 41 and
42, comprising the 185 miles between the east end of contract 15, and the
West end of contract 25.

Tenders were invited by advertisement in August, 1878, the time uP to
Which they would be received being 1st January, 1879. Mr. Flemng, on
being consulted by the Minister of Railways and Canals, informed hiin that
fiufficiently accurate information would not by that date be available to
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enable parties to make intelligent tenders. The letting was for this reason
twice postponed. As a consequence of the greater care exercised in this
respect, the evidence leads to the belief that on these sections, for the first
time in the history of road-bed construction on the Canadian Pacifie Rail-
way, the actual quantities and cost will, on completion, be considerably less
than at first estimated. The probable reduction has, upon section 42, been
stated at some $1,500,000, of which about $650,000 was expected to result
from changes in location, and minor deviations effected without deteriora-
tion of the railway, and $850,000 from modified design, by which the road-
bed.would be less permanent in character than was originally intended.

This latter item of saving, however, is likely to be reduced, inasmuch
as solid earth embankment and rock-borrow foundations have been author--
ized in several places, where, at the time Mr. Schreiber's evidence was
given, timber structures were proposed.

Several other contracts for road-bed construction were let during this-
period, viz.:

Contract No. 48, August 19, 1879.
" "c 60, December 23, 1879.

" 61, February 10, 1880.
" " 62, December 23, 1879.

" "g 63, December 15, 1879.
" "e 66, May 3, 1880.

These contracts were entered upon only a few months -with one excep-
tion less than six months before the date of our Commission. So that very
few facts, and those of but little importance, have been presented before us
in respect of construction. The bulk of the evidence taken as to these
contracts has been in reference to the manner of letting, etc., and will.
be found under the head of the individual contracts.

One thing forces itself upon one's attention, however, in respect of the
British Columbia contracts, namely, that though Mr. Marcus Smith had
reported the route along the canyons of the Lower Fraser as requiring such
heavy work as to be almost impracticable, it has really, after careful location,
been let at a price no higher than that portion of the line in the woodland
region between Cross Lake and Rat Portage.

It has been our duty to animadvert unfavourably in several instances,
upon the engineering branch of the Department of Public Works having
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charge of the surveying operations. It is with pleasure that we state
that, during construction, the engineers have shown ability. zeal, and the
strictest integrity in the supervision of the work.

The evidence shows that they fought inch by inch, and day by day,
against what they thought to be attempted encroachments on the part of
the contractors' engineers. We have felt that their determination
to maintain the rights entrusted to their keeping, has in some cases
led them to a strained construction of the specifi cations adverse to the con-
tractors. Appeals were more than once made to the Chief Engineer or other
superior officer by the contractor, which resulted in an interpretation more
favourable to the contractor than the resident engineer was willing, without
such authority, to allow.

Before closing our review of the engineering, it is our duty to call
attention to serious difficulties which were always in the way of complete
success in this branch of the undertaking.

Owing to the extent of each year's operations depending on the amount
of money to be voted for that purpose at each session of Parliament, it was
impossible to settle definitely upon the whole work to be undertaken until
after the votes had passed, and to this may be partially attributed the fact,
that the spring was frequently well advanced before many of the parties
were definitely organized and took the field, the exception being those who
had wintered out, and whose work, having been fixed the previous year,
could be commenced without waiting for new arrangements at Ottawa. We
think that the amount of work accomplished each season by the engineer-
ing force was not so great as it would have been, could the Chief Engineer
have known, that whatever was expedient to be done might be arranged for
unconditionally, and as early as was necessary to secure success.

Another difficulty was the composition of the staff of the several
parties; this was frequently effected with but slight consideration as to the
fitness of the persons.

Mr. Fleming's evidence is unequivocal upon the fact, and the consO-
quences of places under him having been filled by political patronage.
He testified decidedly that a private company, being free from this
difficulty, could accomplish the work more efficiently and at a

snaller cost than the Government. He said that in this case "meni
often had to be employed who were not too efficient;" meaning, as
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we understood him, that they were not as efficient as they ought to
have been; and he said they were selected not solely on their merits;
that different nationalities and creeds had to be consulted under every
administration, more especially on the engineering staff; that these,
though the appointments were nominally by himself, as superior officer,
were, in fact, invariably made by the Minister; and on being asked
whether or not he had assumed to suspend or remove persons for inefficiency,
he said he felt that persons employed through political influence, had to be
kept at work unless for something notoriously wrong. He reached the

-conclusion, and retained it from year to year throughout, that because of
persons being employed for political reasons, the work could have been done
much more cheaply by a private company. He said he knew that patron-
*age had to be respected, but he could not say that at any time he had
brought this feature of the transaction to the attention of any Minister.;
and that until asked by us on the subject, no Minister or member of Parlia-
ment had put the question to him plainly. He remembered on one occasion
representing to the Minister, that a proposed appointment was not likely
to be a good one in the public interest. He gave us no name, but he said
-the person was appointed and turned out to be inefficient. In many other
instances, when he did not remonstrate, persons frequently got positions
which they where not well fitted to fill. And he said it was not easy to
get inefficient men weeded out when once appointed. He added that he had
no doubt that the public interest had suffered on account of the patronage
being in the hands of a political party. Considering the tenor of this
evidence, and the fact that instrumental surveys were frequently undertakon,
where, in our view of the evidence, they might have been better omitted,
ve find it difficult to repress the suspicion, that various staffs having

been filled from the influence thus described by Mr. Fleming, work was
sometimes invented for their occupation, as an alternative less embarrassing
than ending their employment.

Another serious drawback existed which was not due to the system
but to individual circumstances. During the whole time that Mr. Fleming
vas the Chief Engineer of this railway, he was never enabled to give his

undivided attention to it. For the first five of his nine years' service he
was filling also the position of Chief Engineer to the Intercolonial Railway.
That state of affairs ceased in 1876, and he testified that if he hlad not had
both railways to superintend, he would undoubtedly have been able to
visit the works on the Pacific Railway which the evidence shows he had
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not done. After he was free from the Intercolonial Railway his health was
no weakened that it led him to apply for leave of absence, and he was
granted a year. He was recalled, however, before he got the benefit of this
full term, and then returned the following summer to make it up. During
three years after his release from the Intercolonial, he was absent on leave
about nineteen months in Europe, and on another occasion he was in Eng-
land on duty in connection principally with the purchase of steel rails.
Thus it will be seen that throughout the period in which he held the posi.
tion of Chief Engineer, he was not able to give much more than half his
time to the active management of the engineering branch of the Canadian
Pacific IRailway. lu our judgment this officer was overtaxed.

In view of this fact, and the impossibility of excluding political infiu.
ence from the appointment of those who were to be nominally under his
command, and the palpable truth that the different steps in a large Govern-
ment work are not always devised with the sole object of pecuniary results,
it must be admitted that the same success was not to be looked for in the
engineering of the Canadian Pacific Railway, as might have been ex-
pected if the undertaking had been one, in which private funds alone were
invested with a view to ultimate profit.
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It has been elicited by the evidence of various engineers who have been examined, that the
different kinds of parties compared relatively as to numbers, as follows.-

Explorations........... .................................. 10 men.
Explorato.y durveys and Revised Surveys..................................... 40 do
Trial Locations ......... ............--...... ........................................... 30 do
Location Surveys and Revised Locations........................... . ......... 20 do

In raking the calculation as to the proportionate cost properly chargeable against each district,
the following data have been adopted -

Exploration, = 1.
Exploratoq and Revised Surveys, (1 X 4) . 4.
Trial Locetons, (1 x 3) = 3.
Location gurveys and Revised Locations, (1 X 2) = 2.

The cost of each exploration, on this basis, is as follows:-

During 1871-72-73 ......... ................................. $6,788 38
do 1874-75-76 ...................................................................... 8,524 36
do I T -78-79 ...................................................................... 8,116 05

Hence the cost of the renaining surveys are approximately ascertained by multiplying theia'
amounts by 4, 3 or 2 respectively, acéording to the character of the survey ; and on that basis tha
resulti given upon the accompanying table are arrived at.
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CONTRACTS.

We now proceed to consider matters more particularly pertaining to
contracts.

Some seventy-two in all were entered upon before the date of our
Commission, which may be grouped as follows, viz.

Telegraph Construction. Nos. 1, 2, 8, 4.

Road-bed Construction :

Woodland region-

Between Ottawa and Nipigon. Nos. 12, 16, 37.

Between Nipigon and Fort Garry. Nos. 5, 5a, 18, 14, 15,
25, 33, 41, 42.

Prairie region. Nos. 48, 66.

Mountain region. Nos. 60, 61, 62, 68.

Steel Rails. Nos. 6, 7, 8, 9, 10, 11, 44, 45, 46, 58, 54, 55.

Bolts, Nuts and Spikes. 29, 80, 81, 82, 85, 47, 50, 51.

Transportation of Rails. Nos. 17, 18, 20, 21, 22, 27, 28, 84, 89, 52,69, 70.

Minor Construction-Ties, Engine-houses, Station buildings, &o. Nos.
19, 28, 24, 26, 32a, 86, 38, 40, 49, 56, 67, 58, 59, 64.

Equipment, 4.c. Nos. 65, 67, 68.

Operating-Pembina Branch. No. 48.



CONTRACTS.

The expenditure upon construction for each fiscal year, from lst July,
1871, to 30th June, 1880, is given below; and (for convenience of reference)
the figures already given in respect of engineering are here reproduced in a
Parallel column.

Year.

1871 ....................... ,........................................

1871-187s .....................................................

1872-1873 ...............................

1873-1874 ..................................... ............... ......

1874-1875 ......... ................................................

1875-1876 .. .... ..............................................

1876-1877 .....................................................

1877-1878 ...................................

1878-1879 ...................... :.................................

30th June, 1880............ .............. .......................

Total ........................................

Surveys,
Explorations

and
Engineering.

$ ets.

30,148 32

489,428 16

561,818 44

310,224 88

474,529 19

791,121 19

754,624 57

322,695 42

281,123 92

150,973 68

4,166,687 77

Construction,
including.

Fort Francis
Locks.

Grand Tptal.

$ 1t.e
$ cts.I $ C ts.

........................

1,071,712 48

2,555,445 87

936,525 40

1,905,677 71

1,959,161 55

3,893,549 04

12,322,072 05 16,488,759 82

TELEGRAPH LINES.

The first contracts made in connection with the Canadian Pacifie
Railway related to the construction of telegraph lines. The Statute
entitled " An Act to provide for the construction of the Canadian Pacifie
Railway " was assented to on the 26th of May, 1874, (37 Vict., Chap 14),
and contained the following sections concerning works which embrace
the construction of the telegraph line -

"Section 5. A line of electric telegraph shall be constructed in advance of the sald rai-

Way and branches along their .whole extent respectively, as soon as practicable after the

location of the line shall have been determined upon."
"Section 7. The said Canadian Pacifie Railway and the branches or sectio e brefinbefore

fnentioned and the stations, bridges and other works connected therewith, and aIl engines,

freight and passenger cars and rolling.stock, shall be constructed under the general superin-

tendence of the Department of Public Worke,"



Uder the date of 18th June, 1874, the Government issued the follow-
ing advertisement:-

" A.

"Canadian Pacifie Railway Telegraph Line.
" Proposals are invited for the erection of a line of Telegraph along the general route of

the Canadian Pacifie Railway, as may be defined by the Government.
"The proposals to embrace the following points, viz.:
"The furnishing of all materials, labour, instruments and everything necessary to put the

line in operation.
" The maintenance of the line for a period of five years after its completion.
"In the wooded sections, the land ta be cleared te a width of 132 feet, or euch greater

width as may be necessary to prevent injury to the Telegraph from fires or falling trees.
U Distinct proposals to be made for each of the following sections: such proposals in each

case to state the time when the party tendering wil undertake ta have the Telegraph ready
for use :-

"(1.) Fort Garry to a point opposite Fort Pelly, about 250 miles.
"(2.) Fort Garry to a bond of the North Saskatchewan, about 500 miles.
'(3.) Fort Garry to a point in the longitude of Edmonton, about 800 miles.
" (4 ) Lac la Hache, or other convenient point on the existing telegraph system in

Brit is1i Cotumbia, to Fort Edmontn, about 550 miles.
"(5.) Fort Garry ta Nipigon, Lake Superior, about 420 miles.
" (8 ) Ottawa to Nipigon, Lake Superior, about 760 miles.
'*The above distances are approximate. They are given for the general guidance of par.

ties desiring information.
" Any increase or diminution in the ascertained mileage after construction will be paid for

or deducted as the case may be, Ft a rate corresponding with the sum total of the tender.
" Parties tendering dust satisfy the Giovernment as to their ability to carry out the work

and maintain it for the specifid time.
" Proposais addressed to the Minister of Public Works will be received up to the 22nd

day of July next.

"i By Order,

"(Signed) F. BRAUN,
"Secretary.

"Department of Public Works,

"l 18th June, 1874."

Under the same date a memorandum was prepared as follows:-

3MEMORANDUM.

"Information to Parties Proposing to Tender.

' it is deemei best ta make no binding stipulations as to the form of proposal, so that par-
ties tendering may be at liberty to state their own terms and conditions, leaving the Govern-
ment to accept the offer which in the interest of the public may be found most advan.
tageous.
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"At the same time it is considered advisable to furnish some data for the guidance of
1)arties tendering in order that priposals may be made on the same basis and ba uniform in
*ssential points.

" The following is, therefore, with this object in view, submitted
"'st. It is intended that the Telegraph shall be built along the line to be adopted by

the Government for the railway across the continent.
«2nd. The general character of the country to be traversed by the railway is described

lu the reports relating to exploratory surveys recently published.
" 3rd. The several routes now under consideration and survey are also referred to in the

above reports.
"4th. When the route is adopted by the Government on any particular section, the lino

to be followed by the Telegraph will be defined on the ground by Govern ment officers.
"5th. Through forest the timber must be cut down and completely burned (cleared) to a

Width of two chains (132 feet) to prevent injury to the Telegraph fromfalling trees or fire; at
the option of the contractor valuable timber my be cut in lengths, hewn, piled and reserved
At hie risk.

"6th., Along the cleared ground a pack trail or road to be made for the purpose of carry-
in1g material for constructing the Telegraph, and for effecting repairs.

7th. Through forest the poles ahould be of moderately large dimensions and of the best
Available timber to be had in each locality.

"8th. In prairie sections, when suitable timber for permmnent poles cannot be obtaiued
Until the railway be constructed, and the means of conveying them froen a distance thus

Provided, the poles may be of an average light description, and of such timber as can mont

,conveniently be procured.
"9th. In forest sections the poles may be erected 132 feet apart, and the wire to be used

May be that known as No. 11.
"l 10th. In prairie sections, the poles may be erected 176 feet apart, and the wire to be

used may be that known as No. 9.
" 11th. Each tender will specify the kind of insulator, as well as al other apparatus

and materials proposed to be used.
U 12th. Parties tendering may stipulate for maintaining and operating the lin. for five

Years, or a longer period.
l 13th. On account of the difficulties in the way of transporting building material, it is

mot expected that the Telegraph will, in the first place, be go permanently constructed as
oould be desired. The main object, however, is to provide a pioneer line throughout the

whole extent of the country, to assist in the building of the railway and settlement of the
country.' On the completion of the railway through any section, the Telegraph may then be
reconstructed under new arrangements.

"l 14th. In the advertisements the sections are placed in the order in which parties
tendering may propose to finish the erection of the Telegraph, and they are at liberty to waie
a distinct proposal for each separate section, or for the whole lino.

." 15tb. The whole of the section between Lake Nipissing and Fort Garry in wooded, with
the exception of about 30 miles of prairie est of the Red River.

" 16th. Between Fort Garry and Fort Pelly the contry is partly wooded and partlY prairie;

dhe exact proportions are not yet known.
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" 17th. Between Fort Pel'y and E Imonton the cout ry is prairie.
"18th. Between Fort Edmonton and the telegraph system in British Columbia, th&

country is generally wooded, although some mixed prairie and woodland is met west of Fort
Edmonton, as well as unwooded bunch grass land in portions of the central plateau of
British Columbia.

"l19th. In the valley of the River Thompson there is a growth of fine timaber from 6 to
10 feet in diameter. It will not be necessary to clear in that locality to the full width of 132
feet, it will be sufficient to olear and burn up the underbrush and lower bronches of the tre

no s to render the telegraph secure from damage.
"20th. The advertisement describes the 6th section as extending from Nipigon to

Ottawa, but the objeot being to connect the Pacific Telegraph Line with the seat of Govern-
ment, it will be sufficient to make a connection with the telegraph system of Ontario at the
most convenient point. It is reported that a telegraph line will be completed to the south-
east angle of Lake Nipissing before the close of this season. The distance from Lake Uipiw
sing to Nipigon is about 420 miles.

"2st. It should be understood that section No. 1 is embraced in section No. 2, and both
are covered by section No. 3.

"Z2nd. Tenders should give a distinct rate per mile for the line through wooded and;
prairi I nd respectively for the sections where both exist.

"DEPARTMENT OF PUar.c WoRKS,
"I18th June, 1874."

At the time of receiving tenders the location of the railway along
which the telegraph line was to be erected, had not been determined on.

On the 22nd day of July, the day named for the final reception of the
tenders, a large number had been received.

In the Department of Public Works the opening of tenders was
occasionally postponed beyond the last hour named for receiving them, in
order to allow for the arrival of mails which might be carrying some, and
which might be delayed without the fault of the sender. In this instance
they were not opened till the sixteenth day after that named in the adver-
tisement. On the 7th August, 1874, Mr. Trudeau, the Deputy Minister,
Mr. Braun, the Secretary, and Mr. Fleming, the Engineer-in-Chief, met for
the purpose of ascertaining the contents, and a record of the combined
judgment of these gentlemen upon the substance and meaning of each
offer was then made ; this original document was produced before us
(exhibit 1). (See page 2, Blue Book Return to Commons, lst. April, 1876 )

It contains.one column for the names of the tenderers, one for each
section and one for the whole iline, and particulars are given concerning
each section or the whole line in the column pertaining thereto.
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Subsequently on the 12th August, Mr. Fleming submitted a report in
Wbhich he points out the general bearing of the tenders as a whole. (See
Xue Book Return to Commons, 1st April, 1876, page 21.) In it he says:

" It is clear from the above that if the work can be completed for the lowest tenders it
Would be best to let the contracta by sections."

The Government proceeded accordingly to deal with the works.of the
telegraph line by sections.

CONTRACT No. 1.

Telegraph Construction.

By this contract, dated 17th October, 1874, John W. Sifton, David
Glass and Michael Fleming undertook to construct the telegraph line
between Fort Garry and a point opposite Fort Pelly, " agreeably to the true
lltent and meaning of the specification or advertisement and memorandum "
attached to the said contract and otherwise as described in the said contract,
together with station houses, and to " maintain the line in good running

Order for a period of five years from the date of completion," receiving $492

Per mile through woodland, and $189 per mile through prairie land, con-
Sidered then to be equal to a total of $107,850 for the construction and also

the profits of the line, together with $16 per mile per annum for the opera-

tion and maintenance of the line,-which last item was then estimated to

be equal to $20,000.

The advertisement:shows that for the purpose of receiving tenders the
Whole of the telegraph line, between the then existing telegraph system in
British Columlia on the west, and Ottawa on the east, had been divided
iato four parts, and numbered as sections, in the following manner

Ottawa to Nipigon, Lake Supetior, (No. 6.)
Nipigon, Lake Superior to Fort Garry, (No. 5.)
Fort Garry to Edmonton, (No. 8.)
Edmonton to the British Columbia system, (No. 4.)

A separate tender was invited for each of these sections, as well as ouf
for the whole line.

In addition to the above divisions of the line, Section 3 was suh,

divided in two ways; by one way into two parts, of which the easterly,
that between Fort Garry and Fort Pelly, was designated Section 1.

lay another way into two parts, of which the easterly, that between Fort



Garry and the bend of the North Saskatchewan River, was designated Section
2. And by the same advertisement tenders were invited for each of these
easterly parts of Section 3; but noue were asked for either of the westerly
parts of the said sub-divisions.

The effect. of this scheme was that if any tender for Section 1 or 2

should be accepted, the westerly part of Section 3 would be left without
any offer concerning it ; and it is for such a part that the contract next
after this, was made with Richard Fuller, the easterly part alone being

provided for in the contract now under consideration. Contracting
separately for different portions of Section 8 was not the course first
decided on. The lowest tender for the whole of it was accepted, and it
was only after the Government found such tender to be unavailable, that
letting the work by sub-division was enteitained.

In our report on Contract 2, we discuss the method finally adopted for
constructing and maintaining the line over that distance known as Section
3, and in the meantime we confine our remarks, as far as practicable, to the
matters which affect the contract for Section 1, irrespective of any means of
finishing either the whole or the residue of Section 3.

On August 10th, 1874, Mr. Fleming made a report (see page 10 of the
Blue Book Return to Commons, Ist April, 1876), which was accompanied
by sheets, "intended to show by simple inspection the comparative value
of each tender, for each section, and for the whole line."

, Each sheet refers to a distinct portion of the line; sheet No. 1 to Section
No. 1, for which he states the six lowest proposals to be as follows:-

Tender. Construction. Maintenance per Time for
Annum. Completion.

Y&. Fuller, Winnipeg ............................. .38,750 6,000 This year.

H. P. Dwight, North-West Tel. Co ........... 56,250 7,500 lst September, 187.

Waddle & Smith, Kingston......................106,250 $3,000 with profits.... 500 miles a year ormore.
,. Sifton, Glass & Fleming, Ottawa .... .... 107850 .................... November, 1874.

Mackenzie, Grier & Co., Toronto ............ 115,750 $70,000 whole une.... ist September, 1875.

Mitchell, McDoflld & Gough, Toronto 154,200 1$265,000 do ... 13st December, 1874.
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In this report the firm of Sifton, Glass & Co. get for the first time a
standing in the competition for Section 1. In the general schedule of the
7th August, 1874, prepared under the judgment of the three officials before
Ilamed, the tender of this firm was held to apply to nothing less than the
whole line. In the column appropriated in that schedule to the whole
line, there is this memorandum : " $1,290,000, including maintenance;
Complete 22nd July, 1876. Average cost, $629 forest; average cost, $259
Prairie."

In other columns dates are given at which they propose to finish
specified sections; in that for Section 5 is this memorandum: " Complete
22nd July, 1875." In that for Section 1: " Complete 22nd November,
1874." But in the columu for Section 1 there is no reference to a price.

There is nothing to show why the combined judgment of these three
officials was overruled, and why Mr. Fleming alone gave this firm a
standing, which when in concert with the Deputy Minister and the
Secretary of the Department, he did not accord to them. All that can now
be ascertained upon this is that after Mr. Fleming's report of 10th August,
8ifton, Glass & Co. were assumed to be tenderers for Section 1. The
following is their tender in full:-

" In the matter of the Canadian Pacifie Railway telegraph line about to be contracted for

by the Government of the Dominion of Canada.
" 1. We, the undersigned residents of the Province of Ontario, make the following plo.

posal to the Government of the Dom*nion:-
"g 2. We will do the whole of the work' along the proposed line, including all the

sections thereof, and compriaing the finding of the material for and the erection of ' The
Telegraph Line.'

" 3. The clearing of the roadway, the preparation of the pack trail, and al other
matters pointed out in the advertisement and information for parties proposing to tender.

" 4. We will have the section between Fort Garry and Fort Pelly completed and in
working order by the 22nd of November, 1874.

9 5. We will have the section between Fort Garry and Nipigon finished by the 22nd of
July, 1875.

" 6. We will have the wl'ole line completed and in working order by the 22nd of July,
1876, for the sum of-

"7. One million two hundred and ninety thousand do'lars ; this includes maintenance.
"8. The wire, insulators and instruments to be of the very best quality. Substantle

comfortable station houses of log or frame with shingle or thatched roofs to be ereItd at

distances of not les than fifty mites apart, along the line ; location of station houte to be

designated by the Government.
"9. This tender to include a complete clearing of the one hundred and thirty-two feet

wide, the same as for cropping. But if only roughly underbruahed, and trees out, remOvinl
8
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trees and brush froin centre sa as to make a trail, and keep fires fi om the posts, with trees

twenty feet frorn centre and leaning out from the wire not eut down ; then seventy-five dollars
per mile to be deducted from the wood lands.

" 10. The assumed length of the whole road, from Lac la Hache, or to connect with the
telegraph system of British Columbia to Lake Nipissing, or to connect with the telegraph
system of the Province of Ontario, is 2,190 miles, of which 1,485 is assumed to be wood, and
seven hundred and five (705) miles prairie.

" 11. The average cost per mile for woodi lani would be $629, for everything including

telegraph clearinge, pack trail, station houses, insulators, instruments, tools, etc., all of the

best description; but the actual cost of each m'le will vary according to the location of the

forest.
"12. The average cost per mile for prairie land will be $259. including everything se

per advertisenent and information for parties priposing to tender, but tie actual cost per
mile will depend much upon the location ; for instance, the sb ork from Fort Garry win be

done much more cheaply than the bections further in the interior.
"13. In our estimate we place the wood land from Fort Garry to Winnipeg River, and

from Fort Garry to Fort Pelly, at $492 per mile, also the prairie land within a distance of 250
miles of Fort Garry, at $189 per mile.

"14. We are prepared to proceed at once with the work, and ii the contract is awarded
to us will lose no time in carrying it f3rward under the direction and to the satisfaction of

the Government.
"15. We will be glad to give full information on every subject in our power if requested

no to do.

"Dated at Ottawa, this 22nd day of July, 1874.

(Signed) JOHN W. SIFTON, [Seal.]
" DAVID GLASS, [Seal.]
" MICHAEL FLE [ING, [Seal.]"

There is no allusion in this tender to a price for Section 1 as such. The
document purports to give some information, and offers to give still more
upon matters not necessary to mention, in order to convey a substantive
offer. The tenderers say that in their estimate they place the wood land
from Fort Garry to Winnipeg River, and from Fort Garry to Fort Pelly, at
a certain sum per mile. There was no section corresponding to the distance
between Fort Garry and Winnipeg River, and it does not seem to us reason-
able to say that these remarks amounted to a tender for the distances, or
either of them, to which they thus allude.

Neither does the proposal to complete Sections 1 and 5, respectively,
within stated times, support the view that they were tendering for less
than the whole line. Mr. Sifton, in his evidence, stated that this reference
to the time of completing Section 1 was made only on the understanding
that his firm should get the whole line.
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On the 6th October, 1874, the Secretary of the Department telegraphed
to Messrs. Sifton, Glass & Co., asking if they were prepared to contract for
5 etion 1. Two days afterwards they sent a message to him enquiring
"dioes Section 1 extend from Fort Garry to Edmonton."

The transaction of the Department with Messrs. Sifton, Glass & Co., so
far as it concerns Section 1, may be divided into two branches: (1.) Treat-
lIg them as tenderers for that section. (2) The terms finally granted to
thema. As to the first branch, we think it clear upon the evidence that the
Department founded this contract upon the theory that in the public com-
Petition of July, 1874, Messrs, Sifton, Glass & Co. had made a distinct offer
for the construction and maintenance of Section 1. It is not necessary,
therefore, to consider how far it would have been advisable to enter upon
nlegotiations disconnected with that competition.

We, agree with the combined judgment of the Deputy Minister, the
Secretary and the Chief Engineer on this subject, as recorded at the first
coilsideration of the tenders on the 7th day of August, viz. that the tender
Of this firm related to the construction and maintenance of nothing less

than the whole line.

We think there was no more ground for the Chief Engiheer interpret-
ilg it afterwards as a tender from Fort Garry to Fort Pelly, than for calling
it a tender from Fort Garry to Winnipeg River. The same language is
tlsed concerning each of these distances, and as there was no section from
eort Garry to Winnipeg River, it follows that the said language ought not
tO be construed as applying to any of the advertised sections for which
8eparate offers might be made.

Assuming, however, that it was competent for the Department in this
case, without breach of faith to other competitors, and for other grounds
Ilot disclosed by the evidence, desirable to treat the tender in question as a
distinct offer for Section 1, we have not found in that document, or in any
other evidence, the reason for'granting to Messrs. Sifton, Glass & Co., terms
SO advantageous as those covered by this contract.

In order to consider this branch of the transaction, it will be necessarY
to recall Mr. Fleming's report of lth August, 1874, in which he gave
the prices asked by the six lowest tenderers, and ranked them as follows:-

1. R. Fuller.
2. H. P. Dwight.
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8. Waddle & Smith.
4. Sifton, Glass & Co.

5. Mackenzie. Grier & Co.

6. Mitchell. McDonald & Gough.

Fuller's offer could not be utilized for reasons explained in our report
on Contract 2; the one finally made with him for the residue of Section 3,
after deducting this Section 1.

On the 16th September, 1874, the Secretary of the Department enquired

whether Mr. Dwight was prepared to carry out his offer for Section 1. On

the next day Mr. Dwight answered in the negative. This, according to the
ranking by Mr. Fleming before mentioned, and contained in the report
of the 10th August, left Waddle & Smith's tender the only obstacle to
treating with Sifton, Glass & Co.

The offer of Waddle & Smith was, as stated in Mr. Fleming's repoit
before mentioned, $10,250 for construction, and $3,000 per annum for the

five years, with profits for maintainance, they finding offices at an average
distance of twenty-five miles apart. It appears to have been decided that

this ought not to be accepted, though a better offer for the Government
than the final one by the successful firm. A report of Mr. Fleming, dated

18th October, 1874, purports to give a reason for this decision. This report,
however, was made several days after the letter of Mr. Braun to Messrs.
Sifton, Glass & Co., enquiring on 6th October, if they were prepared to
contract, and after their answer in the affirmative. Mr. Fleming's reason is
as follows : " It has already been determined iot to award two sections to
Messrs. Waddle & Smith."

This remark has reference to the following circumstances :-Waddle &
Smith had made the lowest eligible tender for Section 4, as well as for Sec-
tion 5. In a report of Mr. Fleming, of 12th August, 1874, hereinbefore
alluded to, and in which he recommended, amongst other things, the letting
of specified sections on specified tenders, he made the following remarks,
concerling Section 4, which extended from the telegraph system of British
Columbia to Edmonton:--

" The next lowest is the tender of Waddle & Smith, of Kingston; but as these gentlemen
are the lowest for Section 5, which, if awarded to thew, would require all their ene rgics to
complote it, and as Section 5 extends from Fort Garry to Lake Superior, while Section 4 is for
a great extent beyond the Rocky Mountaiup, I do rot think it would be advisable to place
both sections in the bands of the gentlemen last referred to."
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This language conveys to us the idea, that Mr. Fleming's objection to
the award of the two sections to Waddle & Smith, was based upon the
great intervening distance between Sections 4 and 5, and we do not
see that the adoption of this last mentioned report of Mr. Fleming
determined that two sections should not in any case be awarded
to Messrs. Waddle & Smith, particularly if they were, as in this case,
adjoining sections, with Fort Garry, the best base of supplies as a common
terminus. It decided no more than that two named sections, one from Fort
Garry eastward and the otherfrom Edmonton westward, ought not to be
awarded at the, same time to Waddle & Smith. Mr. Trudeau in his
evidence suggests another reason for passing over Waddle & Smith's tender
for Section 1, viz.: that they omitted to fnrnish the iequired security when
they had the opportunity of doing so in order to take another contract, that
for Section 5. We deal with the question whether on that occasion
Waddle & Smith failed in doing wbat was required of them in our report
On contract No. 4, which was given to Oliver, Davidson & Co., for Section
5. We think, however, that their action or omission in that case, did not
'lfiuence the decision to pass them by in favour of Sifton, Glass & Co., in
this case, for the evidence shows that the Secretary of the Department pro-

Posed on the 6th of October, 1874, to contract with Messrs. Sifton, Glass &
Co., and that on a later day, the 21st of that month, he was corresponding
With the Minister of Justice, concerning the nature and amount of the
6ecurity to be furnished by Messrs. Waddle & Smith in relation to
Section 5.

We cannot learn from any of the witnesses that the expediency of
aWarding this contract to Messrs. Waddle & Smith, together with the
adioining section from Red River to Thunder Bay, was taken up for con-
Sideration. None of the officials state that this feature was discussed, and
it eems to have been taken for granted that because Mr. Fleming had
advised against giving them two sections, one from Lake Superior to Red
River, and the other from Edmonton to the telegraph system of British
Columubia, therefore they ought not to have two sections, though having
Practically a common terminus at Winnipeg.

Tenders had been invited for the construction of the whole line under
One contract, and that course was not adopted, apparently on the ground that

it would be built at less expense with separate agreements. Mr. Flemiiing's

report of 12th August, concerning the comparative cost of building the line
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on one tender or on several, reads: "It is clear from the above that if the work
can be completed for the lowest tenders, it would be best to let the contract
by sections." There is no evidence of a Departmental decision, that under
no circumstances should adjoining works be carried on by a single manage-
ment; but in this case it seems to have been assumed that there had

previously been such a decision.

Whether at the time of discarding Messrs. Waddle & Smith's tender,
the expectation that the whole distance from Fort Pelly to Thunder Bay,
Sections 1 and 5, would, under t wo contracts, be built with more speed and
efficiency than under one, and so compensate for the higher cost which
was finally promised, may be open to argument. There were no reports on
that question, and, as before mentioned, apparently no discussion. We are
not able to offer any decided opinion on it.

In reaching the terms finally conceded to Messrs. Sifton, Glass & Co,
none more favourable were passed by-except those offared by Messrs.
Waddle & Smith. The latter firm being disposed of as just mentioned,
the Department, on 6th October, 18'4, communicated through its

Secretary to Messrs. Siftoi, Glass & Co., asking if they were ready to
contract for Section 1.

The day before that Mr. Fleming had reported.specially on the state of
affairs in relation to this se-tion, as follows:-

"OTTAW, 5th October, 1874.
"F. Baaàux, Esq.,

"Secretary Public Works.
" SIE,-Referring to my letter of September 16th, respecting the tender for the Pacific Rail-

way Telegrapb, and the sulsequent award of Section No. i to the parties represented by H. P.
Dwight, it appears that these i arties (who have recently been here) now decline to execute the
conti act on the ground that they did not embrace the clearing required in the wooded portion
in their calculations, and they would le required to be paid extra for clearing at the rate of
$320-per mile.

" On refercnce to the comparative statement prepared when the tenders weie opened,
embraced in my letter to you, dated August 10th, I find that the assumed length of woodland,
adopted at the time for calculation, was 200 miles in this Section (No. 1.)

" Assuming that these parties were permitted to amend their tender by adding the clearing
at $320 per mile, or say $64,000, added to their original sum, $56,250, would make a total sum

of $l20,250.
" The three next lowest tenders are as follows

" Construction. Maintenance.
" Tender Letter O.-Wadlie & Smith, $106,250 $3,000 per annum with profits.

" " A 1.-Sifton, Glass & Co, 107,850 Included.
d i" I.-Mackenzie,Grier & Co., 115,750 $70,000 for whole line.
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" As Tender A 1. appears to include the maintenance of the telegraph in the price for
,Construction, it is really the lowest of the three.

" The prices given in Tender A 1 for the section between Fort Garry and Fort Pelly are
s follows :-

" Tbrough woodland, $492 per mile; through prairie, $189 per mile.
" This tender states that these prices are intended to include clearing through woodland

to a width of ]32 feet (as for cropping),pack trail, station houses, all material required, instru.
inents ani appliances of the best description.

"I am, &c., &c.,
" SANDFORD FLEMING."

It will be noticed that this report of Mr. Fleming is based upon a
construction of the tender of Messrs. Sifton, Glass & Co., which would
exclude any separate price to them for maintenance.

On the 7th October, Sifton, Glass & Co. telegraphed the Secretary that
they would enter into the contract, and after an exchange of views in a
correspondence upon securities, Mr. Glass came to Ottawa to represent his
firm in the arrangement for clôsing the contract. While in Ottawa, he
mnade it apparent to the Department that the tender of Sifton, Glass & Co.
had been misconstrued, when Mr. Fleming undertook to give its mean-
ing in his report of 10th August, before alluded to, and also in his report of

5th October, above set out.

Mr. Glass appears to have pointed out that the allusion in their tender
to their estimate concerning the country from Fort Garry, eastward and west-
ward (to Winnipeg River, and Fort Pelly, respectively), was not intended
to name prices for the construction and maintenance of Section 1.

Whether this assertion awakened any doubt in the minds of the
officials as to the propriety of having assumed their tender to be a complete
and distinct offer for Section 1, is not to be a,scertained from the evidence.

In the tenders for the construction of the telegraph line the Govern-
ment had departed from the usual custom of requiring offers to be naide on
prescribed forms.

The memorandum for the information of parties proposing to tender
>pens as follows:-

"It is deemed best to make no binding stipulations as to the form of proposal 00 that
Parties tendering may be at liberty to state their own terms and conditions.','

Some tenders stated prices for maintenance without reference to Oper-
ating the line or the profits from it, some for maintenance and operating
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without profits, some for maintenance coupled with both operating and
profits.

In this case the tender of Messrs. Waddle & Smith had been in the
alternative. They had offered to keep the line, or any part of it, in good
running order at $24 per mile per annum, without profits, or $12 per mile
per annum with profits. This was equivalent to a bid of $15,000 for the

profits to be made over and above working expenses on Section 1 for five

years.

The tender of Messrs. Sifton, Glass & Co, stated by implication a price
for maintenance of whole line, but made no allusion to profits. Before
Mr. Glass visited Ottawa, in October, 1874, his firm had not coupled the
item of profits with their offer; after his arrival he discussed the meaning
of his tender in a conversation with the Chief Engineer, after which the
following correspondence ensued:-

"OTTAwA, 14th October, 1874.
"<To SIFroN, GLAss & Co.

GENTLEMEN,-The draft of contract for the Telegraph between Forts Garry and Pelly
having been referred to me, and having been under the impression that the prices named in
your tender, viz.: for woodland, $492 per mile ; for prairie, $189 per mile, covered the cost o
maintenance for a perio I of five years; you, however, having asserted that these prices do
not include maintenance, I would wish you to explain in writing the exact measng of your
tender and at ate the prices which you hold should be mentioned in the proposedcontract.

" Yours very truly,
"SANDFORD FLEMING."

"OTTAWA, 14th February, 1874.
"SANDFORD FLEMING, Esq.

UDEAR Sia-In reply to your letter of this morning, we beg ta say that according to our
tender of the 22nd July last for the construction of the Canadian Pacific Rilway Telegraph,
or any section thereof, the average price per mile for wood land was to be $629 per mile, and for
prairie $259 per mile. We estimated thast there would be ],485 niiles of wood land, which at,
$629 per mile would comp to $934,065, and that there would be 705 miles of prairie, which at
$259 per mile would 1.e $182,595 ; in al, $1,116.660. Our whole tender for the whole work
was $1,290,000. The differince between the two sumo, viz., $173,340, being our tender for
maintaining and working the whcle line for five years, any portion of the work now
awarded to un should be based upon this calculation wbich we estimate at say $16 per mile
per annum. Contractors are to maintain work and receive the profits of the line.

.Yours very sincerely,
"SIFTON, GLASS & CO."

This letter did not purport to be a new proposition or negotiation for
terms different from those proposed by Messrs. Sifton, Glass & Co., when
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In competition with others in the previous July. This firm had been
asked " to explain in writing the exact meaning " of their tender, and the
above letter was the formal answer. It opens with a suggestion which
Was not according to the fact. It refers to the tender of 22nd July as hav-
ilg been made for the whole line, " or any section thereof." We think no
ingenuity could give it such an interpretation. It closes with an explana-
tion of the meaning of that tender which is entirely without foundation,
for throughout that document there is no mention of working the line or
any part of it for the profits. The rest of the letter is taken up with show-

Ing the gross amount which they had asked for maintaining the whole
linle-namely, from Lac la Hache in British Columbia to Lake Nipissing
or Ottawa, over the country north of Lake Superior. That gross sum gave
an1 average of $15.83 on their assumed mileage, and the proposition was that
that amount should be a basis for allowing them $16 per mile per annum
for maintenance on any portion of the line to be awarded to them-they
then knowing from the notification by the Secretary of the 6th October,
1874, that Section No. 1 had been awarded, and then also knowing that
section to be the least expensive of all the sections to maintain. All the
terms suggested by this letter were acceded to immediately, and as far as

We can learn without any report or serious consideration as to their rea-

Sonableness.

This correspondence was followed on the same day by a report from
Mr. Fleming, erroneously, as he-says, dated the day before, in these words:

" OTTAWA, 13th October, 1874.
*~ . BRAUN, Esq.,

"Secretary, Public Works.

*Sia,-With regard to the contract for the Pacifie Telegraph Line between Fort Garry
aad Fort Pelly, Mesurs. Sifton, Glass & Co. claim that an allowance for maintenance of $16
Per mile per annum should be inserte:1 in the contract, and that if they are required to main-
tain the lino they sbould also operate it and receive any profits that may arise.

" When I reported on the 5th inst I was under the impression that the 1:rice, viz.: $492,
through woodland, and $189 through prairie, mentioned in their tender, included the main-
tenance of the telegraph for five years, but in this it seems I was mistaken.

"I have asked Sifton, Glass & Co, to make their own explanations and state the price
Which they hold abould be placed in the contract. I enclose a copy of their letter of this date

giving the required explanation.
" It appears that in their tender for the whole lina, the lengtb of which they Pl8aed at

2,190 miles, there was an allowance for maintenance of $173,340, or at the rate Of very nearly

$16 per mile per annnm, and at this rate they are prepared to maintain, operate and receive

tIh profits of the section now awarded to then.
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" The allowance for maintenance claimed by Sifton, Glass & Co. does not materially affect
the relative positions of the three lowest tenders, as will be seen from the following

Con. Main.

"Tender Letter 0, Waddle & Smith... $106,300 $3,000 per annum profits.
lA 1, Sifton, Glass & Co.. 107,850 4,000 "
4 I, lackenzie, Grier & Co. 115,750 8,000 "

"It has already been determined not to award two sections to Messrs. Waddle & Smith,
leaving the tender of Sifton, Glass & Co, as now explained, still the lowest.

"I am, &c, &c.,
"SANDFORD FLEMING."

As before mentioned the letter of Messrs. Sifton, Glass & Co., of 14th,
October, pointed out a means by which their tender may be so analyzed as
to show a price asked for the maintenance of the whole line, namely,
4173,340. This was the result of deducting from their gross price, for the
construction and maintenance of the whole line, the price which by a cal-
culation could be seen as their price for the construction alone, and they
proposed that this difference of $173,340 should be taken as a basis for
allowing them a price per mile for maintenance of Section 1 alone, equal to
the average per mile of the price they had so proposed for the whole line,
and which was really $15.83 per mile. The difference between this $15.83
and $16 per mile is not material. But we learn from the evidence before

us of Mr. Sifton, the active member of this firm, that mileage would not

give any proper idea of the comparative cost of maintaining the different
portions of the line.

This witness said that before tendering, his firm had discussed very
fully the maintenanee of the line on the different sections, that they con-
sidered some portions of the line would be more expensive to maintain
than others, the most expensive would be between Lake Nipissing and
Nipigon, the next between Thunder Bay and Red River, the next in
British Columbia, the next between Edmonton and Pelly, and the least
expensive of all this Section No. 1, which would, in the opinion of Mr.
Sifton, be from 15 to 25 per cent. cheaper than the next cheapest distance,
that is, fromn Pelly to Edmonton. The reports of Mr. Fleming, 1872 and
1874, indicate the very rough character of the sections, which are thus
described as requiring the greatest outlay in maintenance, and we think it
ought to have been apparent that this, the easiest section, did not call for a
price equal to the average which had been impliedly asked for the whole
line. The other condition, the profits to be derived from working the line,
inade its first appearahce in the letter of Messrs. Sifton, Glass & Co, above
set out.
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We cannot learn why these terms were granted, as of course. Mr.
Fleming has stated that his memory is not a retentive one, and he has not
been able to describe the substance of any conversations concerning this
Matter. His evidence was in effect that some years ago Mr. Glass had been
in his office frequently. He believed that Mr. Glass and Mr. Fleming, an-
other of the firm of Sifton, Glass & Co. were in Ottawa in October, 1874,
but was not sure. He found it impossible to state the substance of any
conversation between Mr. Glass and Mr. Fleming and himself before the

contract was finally decided upon ; but he said he had no doubt Mr. Glass

pressed his own views very strongly, and that he combatted them as well
as he could, as far as they were inconsistent with what he thought was the

meaning of their tender. We understood him to mean that this pressure

and this combatting were matters of surmise, not of recollection.

The proper measure of this demand for profits (meaning of course the

profits left after payment of working expenses) is not to be gathered from

the subsequent events, because these have not been what were then to be,

anticipated.
We describe hereafter the character of the construction and main-

tenance of the line over this section, more circumstantially than is here

necessary. But in connection with our present subject it is pertinent to say

that the line was not well constructed, and has been insufficiently main-

tained, facts which necessarily lessen the number of messages over it and

the consequent receipts. Mr. Sifton, in his evidence, gives $1,800 as the

probable net gain by operating the line for the whole period. At the time,
however, of conceding this item to his firm, it was understood that the rail.

way would be constructed on the same general route as the telegraph.
"Profits," therefore, meant at that time, not those which could be earned

over a line ill maintained through a country distant from railway works,
but those derivable from a line properly constructed and fully maintained,
along the route on which the railway construction would take place. The
route on which the telegraph was built has for railway location been since

abandoned, and another south of Lako Manitoba has been established in its

fstead. The condition that Messrs. Sifton, Glass & Co. should operate and

take the profits of the line, was not qualified by any terms discriminating

in favour of Government messages. No tariff of charges for any of the busi-

ness was established or arranged for.
As before mentioned, the amount which, in October, 1874, would have

been a reasonable estimate of the advantage to be gained by a contractor in
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receiving the profits of the line, does not seem to have occupied the atten-
tion of the Department. There is no record or other evidence of any
official opinion on the subject.

The evidence shows that on 14th October, 1874, the day on which Mr.
Glass interprets his firm's tender, their whole demand was, by the Depart-
ment, directed to be embodied in the contract.

A memorandum concerning this contract is produced in the writing of
Mr. Fissiault, the law clerk of the Department, dated 14th October, 1874,
mentioning that an Order in Council would be required, because the lower
tender of Waddle & Smith had been passed over. The contract was made
without such authority. In giving evidence, Mr. Mackenzie and Mr. Trudeau
stated that as they understood the rules of practice on this subject, an Order
in Council was not required. The following is the language of part of
section 21 of the " Act respecting the Public Works of Canada," passed in
1867: "In all cases where it seems to the Minister not to be expedient to
let such work to the lowest bidder, it shall be his duty to report the same,
and obtain the authority of the Governor, previous to passing by such
lowest tender."

We conclude that in this contract, and in addition to any advantage in
being ranked as competitors for Section 1, the contractors got that to which
they were not entitled under the tender made by them in competition with
others, inasmuch as they obtained:-

(1.) A higher price for maintenance than a fair construction of their
tender would give.

(2) The profits of operating the line.

The evidence does not disclose the reason for conceding these advan-
tages, although the gentlemen then acting respectively às Minister, Deputy
Minister and Chief Engineer, as well as others, have been examined touch-
ing the subject.

Several witnesses have been questioned upon the manner in which this
contract has been executed. The tenor of their evidence is to show that a
mistake was made in placing too much reliance upon the fact that the con-
tractors had to maintain the line for five years, atter its completion; this
has not proved a sufficient inducement to make them erect a good line in
the first instance.
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Mr. Rowan was the District Engineer at Winnipeg during the construc-
tion of the telegraph line and had considered this question. His opinion was
that a Government Inspector ought to have been appointed to sce that the
work was efficiently done in the first place; he had recommended that
course, but it was not adopted. In his view, the operating and maintaining
the line would have been better in the hands of the Government, than of
the contractors, because it would have been so managed as to be of more

Use than it had been to the Government and to the public generally. He

testified that the poles had not been properly set in the first place, that it

had not been properly maintained, and that communication had been fre-

quently interrupted.

A return to the House of Commons, dated 8th March, 1880, (not printed)

shows that Col. French, Commissioner North-West Mounted Police, on the
7th June, 1876, communicated to the Department of Public Works that

the lino east of Swan River Barracks had not been working for a month,
a.nd that he had previously pointed out, " how little zeal or energy had been
shown by the contractors " on that section of the line, and that between that
Place and the Narrows of Lake Manitoba, a distance of 175 miles, there were

"0 persons to repair the line. On the 25th June, 1877, Mr. Marcus Smith.

Pointed out to the Department that the contractors were putting a too

liberal construction on the 13th clause of the specifications, which did not

require the telegraph line 'in the first place to be so permanently constructed

as could be desired; " that in the muskegs or swampy ground the poles were
lot well set or stayed, and on the 16th March following he reported that

the maintenance of the line had not been fully carried out. Some of the

Witnesses examined by us on this subject had taken part in the construction

and in the maintenance of the lino; others had a knowledge of the office
business, the working and the interruptions. The evidence shows that in
the winter of 1875-6, a good deal of the line had been carried over muskegs

by cutting holes in the ice and putting the polos into them without insert-
ing them into the material at the bottom, which was described as slush
-the ice alone holding the poles temporarily in their places. A considerable

Portion of the country over which the lino was constructed is wet and

8wampy, furnishing very insufficient foothold for the poles except at a great
depth from the surface. This surface is often water, and during the con-
struction the character of the country induced the contractors, to erect the

Poles in such a way that it was impossible for them to remain long in their

Places.
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One witness testified that he alone did the repairs for 165 miles, and
that the work was, consequently, not substantial, and the line was not
maintained sufficiently to enable it to be worked without unreasonable
interruptions. The line was frequently down and communication stopped.
These interruptions occurred less frequently in the winter than in the
summer season, for the reason that ice is an insulator, and the wire passing
through it would not stop communication, while in water the circuit is
broken. As a rule the working was continued duiring the winter, but for
less than three-fourths of the summer season. In the summer of 1878 it
was better maintained than usual; in other summers, breaks occurred
frequently and lasted for weeks.

Almost all the poles were of poplar, which is a short lived wood,
lasting about three years, and in the repairing of this line after it was con-
structed, old poles which had rotted at the ground, were broken off and
used again. The contract was, in substance, that the construction of the
line should be agreeable to the true intent and meaning of the advertise-
ment and the memorandum hereinbefore set out, which were attached as
specifications to the contract. The contractors for telegraph construction on
this railway have generally contended, that Section 13 of the memorandum
shows the true intent and meaning of the bargain to be, that it was not
necessary to construct a line more permanent than would last till the rail-
way should be built, and that then it would be reconstructed. The speci-
fications are, as, under the limited knowledge of the country then possessed
by the Department, they must have been, very indefinite, and whether the
contractor has fulfilled his promise concerning the construction, may depend
upon the legal effect of the language of the memorandum A, and the con-
tract together. We do not venture an opinion upon that matter. We feel
satisfied from the evidence, as a whole, that the line constructed was of a
very temporary character.

The contractors undertaking to maintain the line in good "running
order " for a period of five years from its completion was unqualified. We
have to report that this had not been done for the period which elapsed
before the date of our commission.

The line under this contract was carried from Fort Garry along the
west side of the Red River to Selkirk, and thence to Livingstone. The
line ended under Contract 14, at the east side of Red River.
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The break thus left at the crossing of the river was supplied by a line
eOstructed under a contract between Mr. Rowan, on the part of the Gov-
ertunent, and Mr. Sifton, of Sifton, Glass & Co. Mr. Ilowan reported to
the Depariment on the transaction, and it was carried out at a price of
4600-half for construction and half for maintenance.

Up to 30th June, 1880, the amount paid on the main contract was as
follows:

30th June, 1875.......................................... $18,250
"1 1876 .............. .......... 50,200
"t 1877........................... 31,350
"i 1878.............. ............. 2,000

Construction........ ...... ................... ......... $101,800
Maintenance.......... . ...................... 17,285

Total................................ ...... $119,085

CONTRACT NO. 2.

Telegraph Line.
13y this contract, dated 30th October, 1874, Richard Fuller undertook

to construct the telegraph line, on that portion of Section 3 between Fort
Pelly and a certain point in the longitude of Edmonton, about 550 miles in
l'egth, agreeably to the true intent and meaning of the specification or
nenorandum annexed to the contract, and as more fully described in the

Said contract, and also to maintain the line in good running order for a
Period of five years from the date of completion, receiving for the construc-
tio1 $117,250, equal to $213.18 per mile, and for the maintenance $13,000
per annum.

As explained in our report on Contract No. 1, no separate competition
Was invited for the distance covered by this Contract No. 2.

At the opening of the tenders on the 7th August, 1874, as hereinbefore
described, Mr. Fuller was, according to the schedule prepared by Mr. Tru-
dean, Mr. Braun and Mr. Fleming, adjudged to be the lowest tenderer for
the whole of Section 3.

Besides this general schedule, Mr. Fleming made a report, dated 10th

&tugust, 1875, to which was appended a separate sheet for each section. He
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sets out his view of the effect of each of the thirteen tenders for Section 3
(See page 15, Blue Book Return, Commons, lst April, 1876.) In the body
of his report he gives the following as a summary of the six lowest:-

Tender. Construction. Maintenance per Time for
Annum. Completion.

IL. Fuller.........- ..................... 156,000 19,000 lst November, 1875.

McKenzie, Grier & Co ...................... 202,900 70,000 Ist September, 1876.
(and profits.)

M. W. Thompson .............................. 224)000 1d ,200 3 years.

Waddle & Smith............................... 229,0C0 9,600 500 miles Fer year.

W m. Josleyn.................. .................. 280,000 Included. 3 years.
(offices not included)

Humphrey & Co ............................ 410,000 100,000 4 years.
(whole line.)

On the 15th August, 1874, the Deputy Minister of the Department
telegraphed to Mr. Fuller that his tender was accepted, subject to conditions
then mentioned concerning security. On the 18th of the same month the

following telegraphic message reached the Department:-

"1 accept conditions mentioned in your telegram yesterday. Before proceeding to
Ottawa, please to inform me if I;am to run line to Fort Pelly by way of Fort Ellice, that I may
secure pales and have them planted forthwith.

'iR. FU LLER. "

The mention of Fort Ellice in this telegram is the first allusion to a
difficulty which was afterwards made more apparent, and finally prevented
the Government from taking advantage of this, the lowest tender for
Section 3.

N9ither the advertisement for tenders for this work, nor the memoran-
dum of information which followed it, indicated the location which was
afterwards adopted or gave data from which one could learn approximately
the proportion *of woodland or prairie to be crossed on Section 8. The
memorandum of information contained the following -

(Sec. 4.) " When the route is adopted by the Government on any particular section, the
line to be followed by the telegraph will be defined on the ground by the Gavernment officers."

(Sec. 16) 'Between Fort Galry and Fort Pelly the country is partly woode 1 ard partly
prairie, the exact proportions are not yet known."

(Sec. 17.) '<Between Fort Pelly and Edmontin the country is prairie."
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The map published with Mr. Fleming's report of 1872, showed the
then projected location of the railway to be south of Lake Manitoba, and
through a country almost entirely prairie. Mr. Fuller, apparently, relying
Ou what lie considered to be authentic information, assumed that the loca-
tion would be on the southerly route near the Riding Mountains, and made
his tender at the gross sum of $156,000, equal to $195 per mile, without any
distinction in price between woodland and prairie.

It does not appear from the evidence that Mr. Fuller was informed, in
a8wer to his 1elegram, whether the line of Section 8 would be by way of
Fort Ellice. A t all events, after some further correspondence between him
%Id the Department concerning securities, he proceeded to Ottawa on busi-
'es connected with this matter, and while there objected to entering into
a contract on the terms of his tender, demanding an additional price of $20
Per acre for the clearing, which would be required through the woodland,
Upon the nortlherly route by way of the Narrows of Lake Manitoba.

The substance of the amended ofier, and the bearing of it upon the
Position of the Government in regard to Section 3, vili be found in the
following letter of Mr. Fuller and the report of the same date by Mr.
Fleming:-

" OTTAWA, 16th September, 1874.
Silt,-Referring to my letter of the 14th inbttnt, and your intimation to me that the

Government, in justice t> other contractors and the public interest, cannot agree to my
altered terma with respect to Soction No. i on account of the clearing

"I bave no objection to carry out the work on the balance of No. 3 for the sum left by
deducting the amount of Section No. 1 from the aniunt of Section No. 3.

"I have the honour to be, Sir,

" Your obedient servant,

"R. FULIIER.
ci ANDPoILI FLEMING. Esq., .FUIR

"Chief Engineer, &c.. Ottawa."

"CANADIAN PACIFLO RAILWAY,
"OFFIcE OF THE ENUINEER-IN-CIlEF,

" OTTAW, 16th September, 1874.
"SlIt-With the view of arranging some of the terme of contract with Mr. R. Fuller, tO

whom waa awarded the construction of that portion of the Pacife Telegraph line, between
Forts Garry and Edmonton, I met him, at my office, on the 14th instant.

Mr. Fuller atated that his tender for that portion of the Une between Fort Garry and Fort
?elly (section No. 1) was base: on carrying the line south of Riding Mountain, snd Ilmolt
entirely through a prairie country; that if it was taken north of the Riding Kountain, he
WOuld require to be paid $20 per acre for all the clearing neessary to be done ; this wolde

9



130 CONTRACTS.

bave the effect of adding between fiffy and sixty thousand dollars to the sum mentioned in his
tender.

" As directed by the Minister, i intimated to Mr. Fuller that the altered terme proposed
by him could not be entertained by the Government.

"Mr. Fuller writes rme this morning, bis letter encl sed, stating that though he could not
carry out that portion of the work designated section No. 1, he bas no objection to carry out
the balance of section No. 3, i.e , from Fort Pelly to Fort Edmonton, in accordance with bi*

tender.
Mr. Fuller's tender for the whole of section No. 3 is $ l56,000. his tender for section No. 1

(a portion of No. 3) is $38,750, leaving $117,250 for the telegraph between Forts Peliy and
Edmonton. i find that IL P. Dwight is the next lowest fir section No. 1 ; bis tender is
$56,250. This sum added to $117,250 malces $173,500 for the whole of section No. 3. I 6nd
that the second lowet tender for sect*oi No. 3, is Mackenz*e, Grier & Co, ?202,900, so that,
the giving of the woik on section No. I to Dwight, and the balance of section No. 3 to Fuller,
would still keep the coit, $29,400, under the second lowest tender.

-1 am, Sir,
"Your obedient servant,

"SANDFORD FLEMING.
" F. BRAus, Eýq.,

"Secretary of Public Works."

In this report Mr. Fleming does not recommend any action in the
altered state of affairs brought about by the new demand of Mr. Fuller;
he simply shows that if Mr. Dwight's tender for section 1 should be made
available, then the whole of section 3 could be constructed and maintained,
part of it by Mr. Dwight, and the balance by Mr. Fuller, at a lower cost
than by accepting Mr. Fuller's new offer for the whole. He does not allude
to the consequences which would ensue, should Mr. Dwight also refuse to
carry out his tender.

The fact that in this report Mr. Fleming presents the cost of section 3,
under the new demand of Mr. Fuller, as a matter to be considered on its
merits before deciding to decline it, intimates, we think, that in his estima-
tion it was not one which, by the rules of the Department, could, under no
circumstances, be entertained. The pecuniary result of this offer is placed
in juxtaposition with that of others, so that, by a comparison of such results,
the least expensive course may be indicated. The case then presented by
Mr. Fleming, made it apparent that for that occasion, Mr. Fuller's new pro-

position concerning the whole of section 3, ought not to be accepted. This
was on the 16th October, 1874. Mr. Dwight declined on the next day to
fulfil his offer concerning that portion of section 3 known as section 1;
which circumstance presented a new case for the consideration of the De-
partment. The problem was no longer to be solved with Mr. Dwight's
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offer as a factor in it. Mr. Fleming, in his above mentioned report, dated
16th September, 1874, upon the effect of Mr. Fuller's new demand, stated
that it would add from $50,000 to $60,000 to his original tender. The
addition of the highest of these sums w ould raise his demand for the whole
of section 3 to $311,000; but as hereinafter shown, his new demand really
increased his offer by $64,000, making it altogether $315,000 for construc-
tion and maintenance, without profits. The tender next above Mr. Dwight's
for the easterly part of section 3, i.e., section 1, was that of Waddle &
Smith, which without profits amounted, for construction and maintenance,
to $121,250 ; this, with the price which Mr. Fuller was still willing to take
for the construction and maintenance of the residue of section 3, $182,250,
ruade a total of $303,500; and, therefore, if this tender of Waddle & Smith's
could be accepted, an opportunity occurred, by which the work on the whole
distance of section 3 could be provided for, at $11,500 less than by accepting
Mr. Fuller's amended offer of $315,000. However, in dealing with section
1, the Department had discarded the tender of Messrs. Waddle & Smith,
apparently, for the reasons stated by Mr. Fleming, which are set ont and
commented upon in our report concerning contract No. 1; and this offer
does not seem to have been considered available, when the question for the
decision of the Department, as in this instance, related to the method of com-
Pleting the longer distance covered by section 3. The action of the Depart-
ruent plainly proceeded upon the assumption that Sifton, Glass & Co. were
the parties to be dealt with next after Mr. Dwight.

Mr. Fleming's report of 5th October, 1874, stated that the new demand
of Mr. Fuller for clearing, increased his tender by a sum of $64,000.

This last report of Mr. Fleming was not brought to our notice until
after the oral testimony before us was concluded. In our examination of
Witnesses it was assumed that Mr. Fleming's former report of 16th September,
1874, naming $50,000 to $60,000 as the probable excess caused by Mr.
Fuller's new claim, was correct. This last report of Mr. Fleming shows Mr.
Fuller's amended offer to be $4,000 more than it was so assumed to be, in
the first instance.

On the 14th October, 1874, Mr. Fuller's amended offer for the whole of
section 3 was as available as when it was discussed in comparison with the
effect of Mr. Dw'ight's tender.

Thus on that day, and assuming that Wi3ddle & Smith were properly
excluded from the comupetition, two methods for the construction and main-
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tenance of section 3 were open to the Department-one method by
accepting two offers, namely, that of Sifton & Glass for the east part
.known as section 1, giving them $127,850 and the profits of the lino, and
that of Mr. Fuller for the residue of the distance giving him $182,250
without profits. The other method by accepting Fuller's amended offer
for the whole at $315,000 without profits. It appears that only one of these
methods was considered, that in which Messrs. Sifton, Glass & Co. took a

part. There is no evidence to show that when Messrs. Sifton, Glass & Co.
proposed 1he new terns for section 1 contained in their letter of the
14th October, 1874, the effect of these new terms on the cost of
completing the whole of section 3, was discussed or reported on by any
official. Mr;-Trudeau, the Deputy Minister, in his evidence, suggests as a
reason for excluding Mr. Fuller's amended offer from the competition for sec-
tion 3 as a whole, the fact that he had tliere required for clearing through
woodland a price beyond that named in his tender, and that by the Depart-
anental practice concerning the letting of contracts on tenders, this fact pre-
-cluded any dealing with him on the basis of that amended offer.
This explanation is not convincing when we see the contract subsequently
made with Mr. Fuller for part of section 3, and of Mr. Fleming's report of
16t h 8eptember, 1874, at which time he submitted the relative advantages
%of Mr. Fuller's amended offer, and of others including Mr. Dwight's. We
.*re informed by Mr. Trudeau's evidence that no consideration but that of
the pecuniary result affected the decision concerning these contracts Nos. 1
«and 2. Therefore, on the ith October, 1874, the propriety of adopting the
inethod afforded by Mr. Fuller's latest offer for the whole of section 3,
rather than that which was adopted, namely, by the contract with Sifton,

ýGlass & Co. for part, and with Mr. Fuller for the residue, depended on
-whether the profits of the lino from Fort Garry to Fort Pelly for five years
:after Comapletion, were at that time to be reasonably estimated at more or
less than $4,900. This feature of the transaction did not apparently occupy
the attention of any one in the Department, and it clearly did not so far as
to call for any formai report, for there is no record of any official opinion on
that subject. All the witnesses who have been questioned concerning it

give us the impression that the comparison of the profits with any definite
sum was new to them. We have in our report on Contract 1 pointed out
the value which One firm of tenderers placed upon these profits on the
22nd July, 1874, viz. : s15,000. We do not feel justified at this day, in offer-
ing any estimate of our own on the prospective profits which ought, in
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Clsing the arrangements, to have been adopted as a basis for the action of
the Department.

The evidence of Mr. John W. Sifton, alluded to in our report on Cen-
tract No. 1, estimates his net receipts from the working of the line at
$1,300 for the five years. Therefore, though not able to form an opinion
tIpon the profits which in October, 1874, might have been reasonably
expected, wa have data upxi which wa can give the actual effect of thd
Course adopted in this instance.

We conclude that the two contracts entered into by the Government
for the construction and maintenance of the whole distance of section 3,
the said contracts being Nos. 1 and 2, have resulted in the contractors
.receiving a lower compensation than would have been received by Mr.
Fuller had his amended offer for the whole been accepted, and, that in
Obtaining this Contract No. 2 the contractor got no'undue advantage.

In this contract the tine named for completion of the work was 1si
JUly, 1876. It was completed so far as to be ready for operation on the
15th of that month. In the specifications furnished to tenderers the dis-
tance over which this contract extended was described as prairie. After
the contract was made it was found that the line passed through some

Wood land, and Mr. Fuller clairmed for clearing through this the compensa-
tiOn of $30 per acre as an extra. Ris claim was not allowed in full but a
comrpromise was effected, by which lie accepted $25 per acre for this clearing,
and he was paid. altogether for that item $10,200. He also made a claira
for delays and losses occasioned by his freighting parties being stopped by
Indians. The correspendence on this subject between him and the Depart-
1ent is set out in a return to the House of Commons dated 8th March, 1880,.
(lot printed). These freighting parties had been prevented finishing w'ork
for Mr. Fuller, as provided for in the contract with him, and they sued him
in a court in Manitoba, recovering judgment againts him for their damages.
]I claim against the Government was for reimnbursement. It was not
allowed in full, but he received about half the amount that he had expended,
and his claim was finally arranged by a payment of $1,367. When he first
took his supplies upon the ground ready to proceed with the construction
of the line, it was not located, and he deposited his supplies at a place

Which turned out to be at some distance from the line as finally 4dopted.
This necessitated a second transportation, and lie claimed to be reinbursed

for this. bis demand was satisfied by payment of a portion.

133



CONTRACTS.

After the construction of the line, abont twenty miles of it was burned
down by prairie fires on two occasions. This resulted in interruptions and
thp Government deducted from the contractor's allowance for maintenance

$960 on this account. This was the most serious omission in the main-

tenance of the line according to the contract, and on each occasion the line

was put into working order as quickly as possible after the fire. The con-

tractor has been allowed to operate the line and take the receipts as his

compensation. No tariff having been arranged between him and the

Government, he established one to suit himself, at $1 for ten words or
under, and seven cents a word over ten without reference to dietance.

At one time he made a proposal to operate the line on specified terms,
and the following Order in Council was passed:-

" Copy of a report of a Committee of the Honourable the Privy Council, approved by Il*s
Excel'ency the Governor-General in Council on the 18th March, 1875.

" On a i ef ort dated 17th Marcb, 1875, from the Hon. the Minister of Public Wor il,
staticg that the.only portion of the Canadian Pacifie Telegraph line for which arrangements
have net teen nade for ope-ating in that part lying between Fort Pelly and Edmonten, for
which Mr. R. Fuller ii contracter, and recommending that he be authorized to make ar-
t angerents with Mr. Fuller to operate the same on the same terms as the other contractors.

1 le Committee sulmit t) e abeve recemmendation for Your Excellency's approval.

Certified. W. A. IIIMSWORTIH, C. P. C.

This did not lead to an agreement, and Mr. Fuller has worked the line
without any recompense, except that which he has derived from busi-
ness over it. Working it upon these terms has been a loss to him.

A report from Mr. Fleming, dated 18th January, 1879, states that he
had communicated upon the subject with Lieutenant-Governor Laird, who
would be well informed on it, and he had found that the line between
Livingstone and Battleford had been in pretty regular working condition;
that the number of days on which communication had been broken was
twelve for the previous year; that between Battleford and the western
end, Edmonton, the line had been down for fifty days in the same period.
Deduction from the price of maintenance was made on this proportion,
upon the said report of Mr. Fleming. In this same report Mr. Fleming
stated that Mr. Lucas had inspected the line from end to end, and had
found certain defects which it would cost about $6,000 to remedy. This
sum W for the time kept out of moneys going to Mr. Fuller.

We find that the contract has been fulfilled as well as could be ex-
pected under the circumustances, and that for such default as there has been,
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the Government has kept back from Mr. Fuller out of moneys payable ta
hlim, such amounts as were, from time to time, considered to be aufficient to
Protect the public interest.

Up to the 80th June, 1880, the following sumo have been paid on this
Ontract :

80th June, 1876............... ........ $76,950
do 1877........................... 21,400
do 1878................ ... 8,250

do 1880........................ 14,000

Construction ............................. 15,600
M aintenance .............. ......... ...... 21,677

$137,277

CONTRcT No. 3.

Telegraph Line.

By this contract, dated the 10th of November, 1874, Francis Jones
Barnard undertook to construct and finish, according to the specification or
maemorandum marked " A " attached to the said contract, the line of tele-
graph along that certain section of the general route of the railway known
as section 4, between the existing telegraph office, at Cache Creek in British
Columbia, and Fort Edmonton, about 550 miles, and as more fully described
in the said contract, and also to maintain the line in good running order.
and to operate the same for five years from the date of its completion, the
WIole to be finished ready for use on the 2nd October, 1876, receiving
for the said works $495 per mile for construction, and for the
Maintenance and operation without profits $46.50 per mile per annum ; and
he further undertook to keep an accurate account of the receipts or messages
'nIid pay over the same to ler Majesty. Cache Creek is a point in the
valley of the Fraser River, and on the then existing telegraph system in
British Columbia.

li the schedule of all the tenders concerning telegraph lines op*1e 4

On the 7th of August, 1874, by Mr. Trudeau, Mr Braun and- Mr. Flem3ing,
a8 well as in the subsequent report of the 10th of August by Mr. Fleming
alone, the six lowest tenders concerning section 4, the one coverled by thi%
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coutract, are said to rank in the following order, the lowest being given the

first place .-
1. W. R. Macdonald.
2. Waddle & Smith.
3. F. J. Barnard.
4. G. W. Wright.
5. Mackenzie, Grier & Co.

6. Mitchell McDonald & Co.

Mr. Fleming's first report, recommending any action upon the tenders

for the telegraph line, is dated the 12th of August, 1874. In that he deals
with the expedieicy of letting the line in separate contracts for separate
sections rather than by one contract for the whole, and he also recommends
the acceptance of certain tenders for respective sections. Amongst others,
he recommends the acceptance of F. J. Barnard's tender for the section
covered by the present contract. In that report he gives his reasons for

advising the Minister to pass by the tender of W. R Macdonald, the lowest,

as well as of Waddle & Smith, the second lowest. In his view the offer of

W. R. Macdonald vas so low, and the time within which he would under-

take to complete the work so short, that he had grave doubts as to the

tender being bnd fide. He pointed out that the tender of Waddle & Smith

did not seem to be a proper one to accept because those gentlemen were the

lowest in their offer for section 5, which, if awarded to them, would require

all their energies to complete, and- as section 6 extends from Fort Garry t>
Lake Superior, while section 4 is for a great extent beyond the Rocky
Mountains, he deemed it not advisable to place both sections in the hands

of Waddle & Smith. He reported that Mr. Barnard was well and favour-
ably known in British Columbia, and believed to be possessed of sufficient
energy and resources to carry out anything he would undertake, and there-
fore he had no hesitation in recommending that section 4 be place& in his
hands. This recommendation was adopted by the Minister, and directions
given to the Engineer in Chief to communicate with the respective parties
accordingly. The contract was formally awarded to Mr. Barnard in Sep-
tember, after which it was prepared and sent to Lritish Columbia for
signature, and was executed on the 10th of November, 1874. The Order-in-
Council prescribed by the Statute relating to public works as a condition
precedelit to Passing over the lowest tenders, was omitted in this case.

The contractor proceeded with his work towards Kamloops on the

line indicated as the adopted route for the railway. About five months
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after the date of the contract the work under it was stopped by the follow-
ing telegraphic message:-

" OrAWA, 9th April, 187.5.
"Discontinue building of telegraph fine British Columbia under centrcte with this

Departmient. You will not be called upon to proo ed with the work for nome months. A-
what price would, you erect telegraph, say 45 miles, from Quesnel on old teleg·aph trail, %1n-
clearin 3 twenty feet wi-le.

' F. BRAUN,
.' Secreary.

" To F. J. Ba vino,
" Victoria, B.C."

This discontinuance led to a correspondence between Mr. Barnard and
the Department on the subject of damages, which he suffered in conse-
quence of the unexpected stoppage of his works, as well as the steps taken
il view of future operations under his contract. We do not deem it neces-
sary to set out this correspondence or the contention of the contractor in
regard to the position in which he was placed by this action of the Depart-
mient, for the reason that it has since been made the subject of a claim
against the Government, and has been referred, under an Order in Council,
of the 30th of May, 1879, to one of the official arbitrators. The claim was,
at the date of our commission, still unsettled and under consideration in the

Department of Justice.

Correspondence took place between the contractor and the Department.
Concerning the continuation of work under his contract which, however,
led to no understanding, and finally on the 22nd of April, 1879, an Order
in Coancil directed the work undertaken by Mr. Barnard under his contract
to be taken out of his hands, under its second clause. This was accordingly
doue after proper notification to him by the Secretary of the Department.
Åsto letting this contract, we are of the opinion that the recommendation
of Mr. Fleming to the effect that the work should be placed in Mr. Barnard's.
hands, under the circumstances detailed by him in his report of, he 12th of
Augnat, was a proper one in the public interest, and that at that time
there was no more economical method of accomplishing the proposed work
within the reach of the Department. Mr. Fleming, in his evidence before us,
states that Mr. Barnard had done some work between Cache Creek and
Kamloops before he was stopped by the order from the Department. This
distance is about fifty miles, and he also states that the line which was in the

year following directed to be built by Mr. Barnard under his contract, was
nlot upon the line originally contemplated, at the time the contract was
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entered into ; that it was between Tête Jaune Cache and Fort George, on
another route altogether ; that the starting point of that line was a long
way -about 200 miles distant from the nearest work which he had done
when he was stopped, and that this direction was not within the original
terms of the contract. We therefore arrive at the conclusion that up to the
9th of April, 1875, Mr. Barnard was following the terms of his contract,
and that the direction given to him in the year following, was not according
to the original understanding of the parties to the contract. We have

avoided enquiry into the particulars or the validity of his claim against the
Government.

Up to the date of our commission the following sums had beein paid
on account of this contract:-

30th June, 1875....................... $ 8,000 00
1876..................................... 10,284 91
1877.. ................................... 8,900 00
1878....................................... 7,015 09

1879................................. ...... 7,700 00

Total ................................... $41,900 00

CONTRACT No. 4.

Telegraph& Line.

By this contract, dated 9th February, 1875, Adam Oliver, Joseph
Davidson and Peter Johnson Brown, undertook to construct a Telegraph
line between Prince Arthur's Landing and Red River (about 420 miles),
according to the specifications or advertisement and memorandum attached
to the contract, and as more fully described in the said contract, and also
to maintain the line in good running order for a period of five years from
its completion, receiving therefor per mile, $590 for woodland, and $485
for prairie.

Mr. Thoras Wells, atBarrister of Ingersoll, was a silent partner in this
firm, known as Oliver, Davidson & Co.

The schedule of the tenders made as hereinbefore mentioned on 7th
August, 1874, by Mr. Trudeau, the Deputy Minister, Mr Braun, the Secre-
tary, and Mr. Fleming, the Chief Engineer, as well as the report upon them
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Made by Mr. Fleming on the 10th of that month, stated correctly that the
six lowest were as follows

Tender. Construction. Maintenance per Time for
Annum. completion.

Waddle & Smith, Kingston. 189,120 $5,040 and profits 500 milea per year.
or more.8 utton & Thirtkell, Lindsay......... .- .,... 214,950 included in con. 2 years.

struction.
Stton, Thompson & Co., Brantford... 243,153 .
aiflon, Glass à Fleming, Ottawa..... 253,080 Included in con- July, 1876.

utruction.
Maekenzie, Grier & Co., Toronto.......... $288,87Oand profits 70,t0S lst Sept, 1876.

.. Fuller, Winnipeg............................. 315,000 22,500 14 months.

Messrs. Waddle & Smith having been offered the contract, a corres-
Pondence took place between them and the Government concerning the
securities to be given before the contract was entered into.

This correspondence shows that they offered as such security a

nortgage on real estate, which was executed by one Mrs. Sellick as a surety,
but which before being accepted as sufficient was withdrawn by her ; after

the withdrawal, the Deputy Minister of Justics, in a letter dated 6th

November, 1874, asked to be informed by the Minister of Public Works
Whether or not further time was to be given to the tenderers to complete
their securities.

Mr. Braun in a letter dated 4th November, 1874, to the Minister of
Justice requested that all proceedings had with Messrs. Waddle & Smith
should be cancelled, and stated that " the Minister would proceed to the
consideration of tenders put in by other parties."

We have not been able to discover any correspondence or notice con-
nected with security by this firm beyond what is printed in the Blue-Book
return to the Senate, dated 14th March, 1878, and which does not show
that either before or after Messrs. Waddle & Smith took steps towards
firnishing securities, there was any notification to them of a definite period
Within which it will be necessary to complete their security.

Mr. Waddle, one of the firm, was a witness before us, and then stated
that he never had the impression that time was a material element in the

arrangement, but, on the contrary, that from what had been said by the
departmental officials on the subject, he was led to understand that there



was no desire on the part of the Government to have the contract executed
until after the end of that year. lis evidence also proves, that he had ne-
gotiated and arranged at the beginning of December for finding other security
to funlfil the requirements of the Government demand. That he went to

Ottawa about 7th December to conclude arrangements connected with the
contract which he then expected to get, and he there learned for the first
time, that the Government was no longer willing to deal with him. He
further said that he had on that occasion conversed with Mr. Mackenzie,
the Minister of Public Works, and had set up the contention that he had
not been notified to give security within a stated time, and was then prom-
ised by Mr. Mackenzie that if the parties then negotiating with the Depart-
ment for the contract failed to give the requisite security, he (Waddle)
should have the next opportunity of getting it.

As a fact this was about seventeen days after the Department had
offered the contract to Sutton & Thirtkell, higher tenderers, and negotia-
tions were then pending for an extension of the time within which they
inight furnish securify.

In corroboration of Mr. Waddle's assertion concerning the willingness
of the Government to defer making the contract, there is a letter from the
Engineer-in-Chief to the present contractors, Oliver, Davidson & Co., dated
29th December, 1874, before that firm had offered any security, informing
them that the matter could be closed at any time convenient to them to go
to Ottawa.

Mr. Mackenzie, when before us as a witness, was informed of Mr.
Waddle's assertion that a higlher tender was taken up without his firm hav-
ing been informed that their opportunity would end at any specified day. le
did not remember that there had been any such contention, and did not
believe that there was any foundation for it, mentioning Mr. Trudeau's
carefulness in such matters, apparently as a reason for his belief.

Mr. Trudeau was recalled after this evidence from Mr. Mackenzie, and
testified that le could find no correspondence beyond that which was pub-
lished, and had no reason to believe that there was any. This fails to show
any notification to Waddle & Smith, or to any one on their behalf, to the
effect that they would lose their position unless security should be pro-
vided by them in a specified time.

The evidence leads us to say that in this case after the tender of
Waddle & Smith, which vas understood to be the lowest, was accepted by
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the Department, it was passed over in favour of Sutton & Thirtkell upon the
ground that Messrs. Waddle & Smith had failed to furnish the requisite
security, the fact being that the last named firm had never been notified of
any day, before which they were required to complete their security.

On the 20th of November, 1871, the Secretary of the Department tele-
graphed to Messrs. Sutton & Thirtkell, at Lindsay, from which place their
tender was dated, asking whether they were still prepared to execute the
works for the price named in their tender and to furnish the necessary
security.

This firm was composed of R. T. Sutton, of Brantford, and W. J. Thirtkell,
of Lindsay, upon the understanding between them that the latter should
have no real interest, but should allow his name to be used solely for
Sutton's purposes. Thirtkell had left Lindsay before the 20th November,
1874, and was then living in the United States. On the 24th November,
1874, the Secretary received a telegram, " Yes," from R. T. Sutton. After
this, several communications, some by telegraph and some by letter, passed
between the Department on the one part and Sutton or his solicitor on the
other part, by which the time for putting in the necessary security was

extended until the 19th December, 1874. All but one of these communica-

tions are printed at pages 6 and 7 of tho Blue-Book return to the Senate,
dated 14th March, 1878, and will show the steps in this negotiation up to
16th December, 1874, when an extension of three days was asked on
behalf of Messrs. Sutton & Thirtkell. That one, a material link in the
story, is produced from the records of the Department. It is as follows

'Jy Teleqraph.

"omrwà, December 16, 1874
"R. T. Surrox, Brantf'rdt.

" Mini>ter grants three dayi' delay asked for.
'F. BRAUN,

"Secretary•

Mr. Sutton, the proprietor of the rights acquired under the tender of
Sutton & Thirtkell and the- extension thus granted, not being able to find
the required security, proceeded forthwith to negotiate with other parties
in order to secure some of the profits which seemed within his reach, and
he succeeded in completing an arrangement with Oliver, Davidson & Co.,
the present contractors, by which they were within the given time to do

all that was necessary in order to secure the contract on the accepted ten-
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der, and they agreed to fulfil it, taking for their own use three-fourths of
the profits, and paying over the balance to Mr. Sutton.

There is conflicting evidence upon the question whether Mr. Sutton's

first approach was made to Mr. Oliver and Mr. Lrown at Ingersoll, or to

Mr. Davidson at Toronto, where Mr. Sutton saw him and Mr. Oliver

together.
However this may be, it is clear that very soon after gettineg the tele-

gram extending until the 19th December, 1874, the time within which
security should be given in support of the Sutton & Thirtkell tender, Sut-
ton went to Toronto and saw there Mr. Oliver and Mr. Davidson, two of
the present contractors ; upon which occasion au arrangement to the
effect above mentioned was closed; but not reduced to writing. The time
left within which the security was to be provided was then so short, that,
on the evening of that same day, Mr. Oliver, Mr. Davidson and Mr. Sutton
took the the train for Ottawa, and arrived there before the extension of

time granted to Sutton & Thirtkell had expired. On the 19th December,

1874, Messrs. Sutton, Oliver & Davidson were in Ottawa, and Messrs.

Oliver & Davidson then went together to the Department of Public Works;
while there they saw Mr. Fleming and conversed with him on the subject.
They remained in Ottawa but one day, leaving the same night; before
leaving, Mr. Oliver, according to the belief of Mr. Davidson, saw the Min-
ister concerning this contract.

The first tender higher than that of Sutton & Thirtkell, was that of
Sutton & Thompson, the latter firm being composed of the R. T. Sutton
aforesaid, and Mr. William Thompson, of Brantford, upon an understanding
between them, as Mr. Sutton says, that Thompson was not to be a full

partner, but was lending his name to strengthen the firm, and that Sutton

should pay him for so doing

The contract finally entered into with the Government is at the price
named in the higher one of these tenders, higher by $28,200. We have
endeavoured to learn what prevented the Department from closing with

these parties on the basis of the Sutton & Thirtkell tender, and how it was

that Messrs. Oliver, Davidson & Co., procured an arrangement much more

advantageous to them than that which they came to Ottawa to make.

We have met with much difficulty in the attempt to ascertain what

actually took place on this occasion between any one on behalf of these

gentlemen, and those who acted on the part of the Government.
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Mr. Sutton, as a witness, says he did not himself converse with any
one at the Department, it having been understood that Mr. Oliver and Mr.
Davidson would undertake that part of the proceedings. Mr. Oliver, the
only one who is said to have communicated personally with the Minister,
has been in such bad health since the commencement of our investigation
that it was useless to call him.

Mr. Davidson, as a witness, says that he and Mr. Oliver saw Mr.
Fleming in his office, and talked together on the subject; but he says he
remembers nothing being mentioned about the standing or the prices of
different tenders, and that the principal information which he gained from
Mr. Fleming was concerning the character of the country to be crcssed by
the line, and the fact that the " Government always fell back on the lowest
tender ;" he thought, however, that Mr. Fleining said he would recomnend
the giving of this contract to his firm.

Mr. P. J. Brown, as a witness, gives his recollection of the negotiations
between members of his firm and Sutton, and of other matters, but is mani-
festly astray concerning some of them. He says that Sutton first approached
his firm by meeting him and Oliver with the telegram from Mr. Braun nam-
ing three (or five) days within which the security might be furnished;
that the time being so short he and Mr. Oliver went to Toronto and pur-
chased for that purpose $10,000 of Federal Bank stock, and Oliver went on
at once to Ottawa and closed the arrangement within the days first named
in the telegram; as a fact, these days ended on 19th December, 1874.

There is a letter to Mr. Fleming from this firm dated 5th January, 1875,
asking what security will be required by the Government and proposing,
to give, as their first choice, their individnal bonds; as their next choice,
maortgages on their real estate, and stating that they had no municipal
debentures.

And another from the same firm to the Minister as late as 9th February,.
1875, enclosing an executed duplicate of the contract, and, as the security, a.
certificate for $10,000 of Federal Bank stock; in this they say they had in-
tended to deposit municipal debentures but could not agree as to price, and
had afterwards procured the bank stock. We do not think this consistent
with the view of Mr. Brown, that he and Mr. Oliver purchased the Federal
Bank stock, and then Mr. Oliver at Ottawa closed the arrangement within

the time (ending 19th December, 1874), given by the telegrama to Mr.
Sutton.
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This correspondence, and the evidence of the other parties, makes it

plain to us that Mr Brown's recollection is at fault, and we are con-
sequently led not to rely on his version of this matter where it differs from
theirs.

Mr. Brown is not within his own knowledge cognizant of the occur-

rences at Ottawa, and on this subject we can get no light from his evidence.

Mr. Burpé saw, in Mr. Fleming's office, some of the gentlemen who have

been named as visiting Ottawa on this matter, but, not being present in the
room, he did not hear what passed between them and Mr. Fleming.

Mr. Fleming, as a witness, has told us that his memory is not good.
Messrs. Oliver & Davidson both conversed about this matter with him on
the 19th December, and the letter hereinafter mentioned and dated on the
24th of that month carne frora their firm, but there are no written records
oftany of the steps in the proceedings, which led up to the decision which
forms the substance of Mr. Fleming's answer to them on the 29th, also
hereinafter set out, and he fails to give any clue concerning them; he has

no recollection on the matter beyond the fact that some of them were in his

office more than once, but he cannot say, " whether it was Oliver &
Davidson or a gentleman named Brown."

On being reminded by us of the part he had taken in this corres-
pondance-by which Oliver Davidson & Co., had been allowed to get
Sutton & Thompson's position, Mr. Fleming said he wished us to understand
that from first to last he had nothing to do with making contracts, unless
he wa specially asked to interfere-that in this case he had probably gone
to the Minister, or Deputy Minister, or Mr. Buckingham, to enquire if the
thing could be done so that he could answer the letter, but we understood
him to state this probability as a surmise.

Mr. Trudeau, as a witness, informed us that dealing with Oliver,
Davidson & Co., under the circumstances in which they assumed to have
the rights of Sutton and Thompson, that is on the assertion in their letter
of 24th Decemaber, was not according to the usual practice of the Depart-

ment-that he cannot give any reason for this being made an exception,
and that though he was aware of the irregularity of the case, he did not

enquire intO it, because the transaction was managed by the Minister.

Mr. Mackenzie being questioned as a witness concerning the letting of
this contract, says he does not remember the particulars of the case; that he
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does not think ho himself ever arranged in regard tôý contracts, and that he
Can give no explanation further than what is contained in the records of the
Department.

After this we notified Mr. Trudeau of the substance of Mr. Mackenzie's
evidence, and asked him to investigate the matter carefully so as to give us,
if possible, some account of what took place at the Department at the time
this matter was being arranged with Mr. Oliver or Mr. Davidson, or any
other person on behalf of that firm. On being recalled as a witness, ho
said that he had nothing to add to his former evidence, that he did not think
he took any part in the matter.

Both Sutton and Davidson testify that the price talked of between them
at Toronto was lower than that which they obtained under the contract.

When Sutton and Oliver and Davidson reached Ottawa, there is reason
to believe that Sutton himself was ignorant of the fact that there was no
intervening tender between that of Sutton & Thirtkell and the higher one

of Sutton & Thompson; he said ho thought he first learnt that fact fro'm
Oliver & Davidson.

Davidson testifies that when they left Ottawa they did not know posi-
tively that they would get this contract (at the higher price), but he

"thought the thing was looking that way."

Sutton says his first arrangement was that Oliver & Davidson were to

"go in with him" on the Sutton and Thirtkell tender (the lower one), and
he thinks it was verbally arranged while they were at Ottawa, between

some of them and the Government, that the Sutton & Thirtkell tender

should be set aside, and the one f rom Sutton & Thompson taken, because

they went back after -the arrangement to " get things into shape." and ho

thinks there was no doubt that the arrangement was accepted by the

Government.
In addition to the fourth share of the profits which were promised to

8utton when he first arranged with Oliver & Davidson on the basis of
the lower tender, they did in fact, before the contract was obtained on the

higher tender, pay him a further sum of $800, which he said " had to go
to Thompson," and that amount, or part of it, was paid to Thompson for an
assignment of bis interest in the higher tender.

This transaction with Thompson was no part of the original-a&=ne-
ment, and was an unserviceable expenditure unles these parties after

reaching Ottawa learnt that it was advisable to get into Thompson& position.
lu
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After the date of the visit to Ottawa by Sutton, Oliver & Davidson,

the first step recorded in the Department concerning the substitution of the

higher tender is the following letter :
" INGERSOL, 24th December, 1874.

"My DEAR SIR,-We now arraDged to carry out the tender of Sutton, Thompson & Co,

of Brantford, for section 5, Canadian Pacific Telegraph. What time would be convenient to

have the matter closed with the Department ? Could it stand over until after the Ontario

elections ? Please advise and oblige yours.

'(SignEd) OLIVER, DAVIDSON & CO.,
"By A. OLIYER.

u To S. FLEmIYx,
-"Chief Engineer, C. P. R.,

This was answered as follows -

' CANADA PACIFic RAILWAY,
"OFFICE 0F THE ENGINEE-IN-CBIE,

" OmAwA, 29th December, 1874.
"GENrLEMEN,-I have your letter of the 24th inst , with respect to the construction of

the telegraph between Lks Superior and Manitoba.
"This matter cau be closed at sny time convenient to you to come here.

" Yours truly,
(Signed) SANDFORD FLEMING.

"OLIVER DAVIDSON & Co., Ingersol."

The phraseology of the letter of the 24th December, the word "now"
occurring in the original, conveys to our minds the impression that it was
intended to inform Mr. Fleming of the accomplishment of what had before
then been spoken of between them as an uncertainty-and that what was
alluded to was the assignment from Thompson, a matter which became
desirable only after their interview on the 19th of December.

After this Mr. Oliver went to Ottawa without any of his partners and
secured the contract, which was executed in its present shape on or about
the 9th of February, 1875.

Sutton at some time gave a letter to Mr. Oliver to bc handed to the
Government to the effect that he refused to carry ont the Sutton & Thirt-
kell tender, i. e., the lower one. The date of this is not given.. No trace of
its date or contents is to be got from the Department.

Sutton said he thought there vas no document assigning the interest
of Sutton & Thompson to Oliver, Davidson & Co. It was left principally
to Oliver to arrange with the Government to get the contract.

This much is evident-that on the 19th December the time expired
which had been granted to Sutton & Thirtkell for furnishing security. The
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parties representing that firm were in Ottawa with the intention of carry-
ing it out. They omitted to do so, and yet the omission was followed by
lo such departmental action as was regular and usual in such cases.

Sutton & Thirtkell were not officially discarded, nor 'was the contract
offered to the tender next higher than theirs. The reason for this to be ex-
tracted from the evidence is that the higher price would go to a firm which
comprised a person, who had not been a party to the bargaining up to that
time, and whose rights must be disposed of or acquired before Oliver,
Davidson & Co. could be sure of the higher sum. The transaction was
apparently kept open that this might be accomplished if possible.

The official records show:-

(1.) No decision to discard the Sutton & Thirtkell tender;

(2.) No reason for such a step;

(3.) No communication to Sutton & Thompson, or any one on their
behalf, that the Government proposed to adopt their tender until after

Oliver, Davidson & Co, on 24th December, communicated the fact that
they had acquired the position of the higher tenderers;

(4.) No assignment of the interest of Sutton & Thompson (the higher
tenderers) to Oliver, Davidson & Co;

(5.) No decision that Oliver, Davidson & Co. were entitled to take the
standing of Sutton & Thompson.

Owing to the lack of direct evidence found in the statements of the
four witnesses who were pecuniarily interested in this contract, and to the
bareness of the records of the Department, coupled with the defective
remory of its officials, we have to draw our conclusions partially from cir-
eumstantial evidence.

We think there is reason to believe that on the 19th December, 1874,
Mr. Oliver and Mr. Davidson, under arrangement to that effect with Mr.
Sutton, visited the Department of Public Works, intending to take this con-
tract on the tender of Sutton & Thirkell, and to provide the requisite security
within the prescribed time; that while at the Department, they learned that a

higher price might be obtained if they could procure the standing offutton &

Thompson; that, beinguncertain as to the accomplishment of this, th'ey did not

forego their position in regard to the lower tender; but they afterwvards secured
M04
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an assignment from Thompson which, with Sutton's acquiescence, then
gave them the desired status; that no reason for this substitution is recorded
or can be ascertained.

The evidence leads us to conclude that in obtaining this contract the
contractors got undue advantages.

(1.) Lower eligible tenderers (Waddle & Smith) were passed over with-
out being allowed any specified time for furnishing the requisite security.

(2.) The ¢ontractors got a higher price than that at which they were
willing to take the contract.

(3) That the Department had the opportunity of entering into the
contract with these same contractors for the same work at a cost $28,000
less than the amount agreed to be paid to Messrs. Oliver, Davidson & Co.

The evidence does not disclose the reason for paying the higlher price.

Towards the completion of the construction under this contract, an
arrangement was made by -vhich the contractors were to operate the line.

On the 3-d May, 1816, Mr. Fleming made the following report: -

"OTTAWA, May 3rd, 1876.
' F. BeÀUN, Esq.,

Secretary Public Works Department.

" Sa.- Oliver, ,avidson & Co., contracLors, for telegraph construction botween L,%Ke
Superior and Red River, have made an offer to operate the line as it advances from both ends,
furnishingofices whet e no bu*ldingi exist, batteries, instruments ani operators, for ten dollars
($10) per mile per annurm; all messages on Government business to be free, they receiving
in addition to the $10 per mile, wbat profits they may earn from outaid-rs, charging thema the
came rates as the Montreal and Dominion Telegraph Companies.

"This jroposa', if concurred in, w-oald i e a great coâvenience in connection with the sur-
Teys and construction of the railway and as the charge per mile does not seem unreasonable,
I would recommend that the offer be accepted.

Youm truly,
(Signed) SANDFORD FLEMING."

This was followed by an Order-in-Council to the following effect

4 4Cors of a Report OJ a Committee of the Honourable the Privy Council, approred by His
Excellency the Governor General in Council on the 19th May, 1876.

" On a memorandum, dated 13th May, 1876, from the Hon. the Minister of Publc Worke,
reporting that Messrr. Oliver, Dàvidson & C., coatraotors for telegraph construction between
Lake Superior an'l Red River, bave offered to operate the line as it a·vances from both ende,
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furnisbing (ifices where no buildings exist, batter:es, instrumenta and operators, for $10 p er
mile per annum; all messages on Government business to go free,-they receiving what profit s
they may earn from the public who are to be charged at rates similar to those of the Montreal
and Dominion Telegraph Campanies.

'1That said terms appear to be reasonable, and that the frce use of the telegraph line by

Government would be of great advantage in connect'on with surveys and construct'on of

Pacific Railway.

"The Minister, therefore, recommends acceptance of Eaid oler, the contract to be ter

minable on givivg six montha' notice t> the contractor st any time andi the piyment for any
part of a year to be at above rate.

"The Committee submit the above reco : mendation for Your Excellency's epproval.

W. A. HIMSWORTU, C.P.C."

By letter of 10th June, 1876, the offer of Messers. Oliver, Davidson &
Co, was accepted; but the portion of the line between Selkirk and Rat
Portage was not handed over to them, because it was being worked by Mr.
Rowan, the District Engineer, and his sybordinates on behalf of the Govetn-
ment. The western end of the line covered by this contract was well

constructed as far as Whitemouth; beyond that the country is difficult and

there the line was not so well constructed. In many places the tops of the

trees were eut off; and the wires stretched over them. This had the effect of

killing the trees, and the roots decaying, caused the supports and the wires

to fall together to the ground. Mr. Brown, one of the contractors, testified

that in the construction the poles were placed in the middle of the road-bed,
Particularly on section B; that he asked permission to move them al the
expense of the Government, which was not granted, but the contractors for

the railway were allowed to do so, and this was done, but not well done,
causing trouble. On section 41 he said that the excavation had taken place
about the foot of the poles, and that the amount of earth left being insuffi-
cient to support them, they were blown down by the wind. The principal
Portion of the poles on this section -was of better wood than on section
No. 1. Mr. Rowan, the District Engineer at Winnipeg, said that the main-
tenance of this line had been very poor, especially that portion of it east of
Rat Portage, and that this fact had materially interfered with the business
conhected with the railway, serious delays having occurred which resulted

in loss to the work. He had means of communicating directly fromibis

office over this line, and the manner in which it had been maintained was,

therefore, continually within his knowledge. The ordinary habit was that

messages would be repeated at Rat Portage, but this wa.s not invariably

10o



the case. He testified that the lino was out of order, and not sufficiently
maintained for about one-sixth of the year. The following report was
made by Mr. Gisborne, of the Telegraph and Signal Service

"TELEGRAPI SIGNAL SERVICE.

"CANADIAN PAcIFio RAILWAY,
"OFFICE OF Tf1E ENGINEER EN CHIEF,

" OTTAw, December 29th, 1879.

"Sia-After a careful perusal of the contract and correspondence relating to Messrs.
Oliver, Davidson & Co.'s contract for the construction an 1 maintenance of the Telegraph
line between Fart William &nd Selkirk, an I also of their aftbr agreement to operate the
sa-ne, I have the honour to report :-

" ht. That the insulators, &r., (as per simple placed before me for inspection) were cer-
tainly not of the best quality commonly used, as required by contract. 2nd. That the line (as
represented to me) has been very badly constructed, and was and is very inefficiently main-
tained-for example, the w1r )s are reporte i ti have been down,

"19 days during September, 1878.
19 " " October, "

14 " ' November, "

10 " " December,

"Since wbich dates no returns (so I am inikrmed) have been made to the Department as
ordered by Mr. Sandford Fleming. I am also informed by Engineers who have lately trar-

ersed the line, that it is in a moat deplorable state of repaire.

"It la my opinion, therefore, that the application of Mesra. Oliver, Davidson & Co, their
suCoessors and assigne, for a return of the 810,0 0 deposit account contract, or of the 10 per
cent. drawbacr, or any portion thereof, or for any psyment account operating the line in in-
admiisible at present, and that no further payment sbould be made until the line bas been
inspected and its operation approved by your Superintendent.

"I have the honour to be, Sir,
"Your most obedient servant,

" F. N. GISBORNE,

Superiaenden t of Telegraph and Signal Service.

' The Honourable

" he Minister of Railways and Canas."

We are not able to say whether these contractors have fulfilled their
contract according to the legal construction of it. We find that they have
not constructed a good line. By their contract they bound themselves to
maintain the liue in good running order for a period of five years from its
completion. Up to the date of ouT Commission they had not doue so. The
fnllowing sums were paid on this contract up to the 80th June, 1880

CONTR ACTS.lin,
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30th June, 1875.......................................... 2,140
1876................... .......... 49,410

"c 1877.......................................... 39,450
1878 .......................... 88,600
1879........................................ 88,500
1880........................... 2,200

Construction ............................................ $215,300
M aintenanae .... ......................................... 3,868

Total.................................... $219,168

CONTLAcr No. 5.

Railway Construction.

By this contract, dated 80th August, 1874, Joseph Whitehead under.
took to do the necessary excavation and grading on the Pembina Branch at

the 'rate of 22 cents per cubie yard, in the manner specified in the said

Contract. The work was started hurriedly in consequence of reports made

to the Government by people of influence in Manitoba, that numbers of

Persons were in very distressed circumstances, owing to the grasshopper

Plague, and Mr. Rowan, the District Engineer at Winnipeg, was ordered to
lnake an examination and to locate a fine between Emerson and Winnipeg,
On which work could be commenced immediately, following as much as

Possible one of the road allowances between the two points named. On

the 8th of August, 1874, the Government advertised, asking for tenders for

the grading of the Pembina Branch. between the international boundary
and a point opposite the town of Winnipeg. Specifications of the same

date were furnished for the use of tenderers. These showed that the work
to be undertaken would not be over so great a distance as suggested by the
advertisement, and that the work to be actually done was divided into
two sections: No 1, the southern section, passing through townships 2, 3, 4
aId 5, about 24 miles; No. 2, the central section, through townships 6, .

and 9, about 24 miles. The work was the excavation and grading necessarY
to form a road bed, leaving openings at streams for the subsequent iuertiOn

Of bridges. The tenders included only one item, which was aPice per

cubic yard for this work. They were opened on the 26th of August, the



day after that named for their receipt. Twenty-one tenders had been
8'nt in, ranging in their prices from 21 cents to 59 cents per yard. The three
lowest were those of:

C. Peach .................................... . . ............... at 21 cents.
Joseph W hitehead........ ........................................ at 22 cents.
A. H . Clark...................... .................................... at 22 cents.
On the same day, Mr. Peach was requested to see the Minister on tho

subject of his tender. Oa the 27th, the day following, Mr. Peach wroto
intimating a fear that he could not give the security required, and asking
a delay until he could hear from Éngland. On the day following that, the
Secretary of the Department informed him that the delay could not be
granted. On the 7th of September, 1874, an Order-in-Counil authorized
the acceptance of Mr. Whitehead's tender, and the contract was entered
into on that basis.

A t the time that Mr- Peach and Mr. Whitehead were tendering they
were boarding in the .same house in Toronto. An arrangement was made
between them before the contract was awarded to Mr. Whitehead, by which
Mr. Peach shonld go to Manitoba as a foreman for Mr. Whitehead. He did
so, and for his services received $ tO a month and board. He afterwards
sued Mr. Whitehead in Manitoba, claiming that he vas really a partner in
the transaction of this contract, but failed in his suit. The evidence before
us leads us to conclude that Mr. Peach was a stranger in the country, with
but little means; that Mr. Whitehead's obtaining the contract was not due
to any bargain made between them, having for its object the failure of Mr.
Peach to find the necessary security. In entering into this contract, Mr.
Whitehead was acting entirely in his own interest, not being associated iu
name or in reality with any other person. At the time this contract was
closed the location of the line was not finally decided on, but no delay on
that account occurred, as the country to be crossed was easy and the engi-
neers were able to locate in front of the contractor's forces. The specifications
and the formal contract based upon them did not include all the work that
was afterwards done by Mr. Whitehead, nominally under this bargain.

The southern section mentioned in these documents did not include tho
township in Manitoba next the international boundary, for the reason that
the railway colnection in Minnesota was not then established, and until
that should be done no point of junction could be fixed. Similarly the
northern section did not include the route through the township next to
St. Boniface, because the precise line could not then be settled on.
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The work doue by the contractor at the prices named in this contract
included portions of these distances so omitted, as aforesaid, from the spec i-
fications.

Mr. Whitehead said that he started from the south side of Bishop
Tache's estate at St. Boniface, and went as far as the boundary line of the
Province.

We conclude that in obtaining this contract, the contractor got no
undue advantage, and that at the time of awarding it the Department had
no opportunity of securing the same work at a lower price.

A dispute arose between the contractor and the Government respecting
the measurement of part of the work, but it was settled to the satisfaction
of Mr. Whitehead, though at a sum less than that claimed by him, and the
contract vas fully completed and paid for.

The expenditure under the contract has been as follows

To June 3Cth, 1875.......... .......... $18,900 00
1876......................... 175,965 00
1877..................... 13,298 00

Total ................................... $208,163 00

CONTRACT No. 5 A.

Railway Construction.

Though this is numbered as if it pertained to contract 5, it was not
entered into until May, 1877, nearly three years after that one. There is
no formal agreement concerning the work done under the arrangement
which is distinguished in the records of the Department as contract 5 A.
Neither was there any understanding, verbal or otherwise, between Mr.
Joseph Whitehead, the party who has done the work, and any one on
behalf of the Government defining what was to be done. It was under-
taken under the following circumstances:-

In May, 1875, an arrangement was made between the Department and
the Red River Transportation Company (sec contract 18) by which it was

provided that a quantity of rails (required for section 14) would be trans-

ported from Duluth to Selkitk. This was not accomplished owing, it is

said, to the state of the water in Red River at and near the rapids north of

CONTRACT No. 5. 153
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Winnipeg. The Engineer-in-Chief submitted the following memorandum
and letter:-

"CANADInN PACIFIc PLAILWAY,

"OFFICE OF THE ENGINEER.IN-OHIEF,
"OTTAWA, 19th April, 1877.

( Memorandum.>

"Under tbe contract with Sutton, Thompson & Whitebead, the rails have to be furnished
thi m, in order that ttev m,&y proceed with the track-laying on section 14.

. The rails would,of course, have ta be delivered at some point on, or adjacent to the line,
say a Selkirk. There are now 918 tons at Selkirk, sufficient to lay about ten miles. It there-
fore becomes necessary to tranp >rt as nany as may be required to that point from Winnipeg,
where the'y are now lying.

" The total quantity of rails required to lay the track, covered by the contract of Sutton
'Thompson & Whitehead, is nearly 11,000 tons.

" I sent a telegram a few days ago to St. Paul, enquiring of the forwarders there at what
rate they would carry the rails from Winnipeg ti Selkirk. I also telegrabhed te the same
effect to Winnipeg, and have received replies.

" An offer has come from Mr. Kittîon, the Manager of the Red Rver Transportation Com-
pany, offering to carry the rails at the rate of $2.13 per ton (2,240 lbo.) provided bis offer be
at once accepted, as the whole work will require to be dcne within the next five or six weeks,
if doue at all by water this season.

" he coet of transporting these rails fromu Winnipeg ta Selkirk, including the handling
between the river's edge and the edge of the track, would probably be nearly $3.00 per ton,
which would come to over $30,000.

"Mr. Whitehead offers to do the grading on the extension of the Pembina Branch at the
sane rate as bis original contract, and ley the track at the same rate as the present contract
for sections 14 and 15. I have examimed the profile of the line, and am of opinion that, for
the present, the grade may be reduced in some places about a foot, se as to decrease the
number of yards in the embankment to at out 8,000 yards per mile, and on this I bave based
tie felbwing est imate:-

Grading 20 miles at 8,000 c. yards; 10,000 o. yards at $ 0.22...... $35,200
Tim do do 45,000 do - 0.40...... 18,000
Track-laying, 20 miles......è...................................... 290.00...... 5,800
Bridging streairs .................................................. . . ............ 1,000

Total...................................................... $60,000
"From this it would arpear that the track could be laid on the Pembina Branch et sub-

grade for only $30,00 more than the cost of transporting the rails by water; and I would wish
to sugges', for the consideration of the Minister, whether it would not be better to enter into
the arrangement with Mr. Whitehead.

di I do not mean that the northern end of the Permbina Branch should remain at what I
have cslled sub-grade, as in that condition it would not be so efficient; but it would answer
the purrose of conveying Inaterial forward to the trunk line for some years to copne, and it
must be borne in mind that there will be as muoh difficulty in getting rolling-stock taken to
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Selkirk when it is required by-and-bye, as it is now in getting the rails down, untees the
tranch be extended as now suggested.

" I would submit another reason why it would be advisable at once to carry out the aboya
suggestion. The line between Winnipeg and Selkirk passes a deposit of gravel suitable for
1 allast, while the impression is that there is no material on section 14 suitable for the purpose.

" Then the contractor would be enabled to go on with this part ot bis work at an early
day, if the track was laid as proposed, on the extension of the Pembina Brancb.

"SANDFORD FLEMING,

" Engineer-inl-Chief."

"CANAIAN PACIFIc RÀJLWAY,

" OFFICE OF TaE ENGlNEER-IN CHIEF,

" OTTAWA, 2nd May, 1877.

"SI,-With regard to the extension of the Pembina Brancb, from Winnipeg to Selkirk,
as referred to in my letter of the 19th April last, and your communication of the 30th of the
same mcnth, I would suggest that, in order that there may be no misunderatsnding as to the

terms upon which the work is t be done, an Order-in-Council be asse., accepting the pro-
posal of Mr. Whitehea1, and defuing the terme.

" As I understand the proposal is as follows:-The grading (not exceeding 8,000 yards per

inile) to be done at the price of Mr. Whitehead's original contract for the Pembina Brancb,
vis, 22 cents per yard. The other work te be done at the prices of Messrs. Sutton, Thomp.

son and Whiteheid's contract for section 15, vis: Ties, 40 cents each; track-laying and bal-

lasting, $290 per mile.
" It will te necessary, I think, to view this matter in the light of a supplementary contract

far the Pembina Branob.
" It sbould not be done under the 15 contract, as the account for the Pembina Branch

should be kept distinct from the main lire.
" I am, etc., etc,

.SANDFORD FLEMING.
" .BnAU,y Esq.,

"Secretiry of Public Works."

These were followed by an Order-in-Council in these terms:-

".Copy of a Report of the Committee of the Honourable the Privy Council, approved by His

Excellency the Governor- General in Council, on the il 3f May, 1877.

" On a Report dated the 28th April, 1877, from the Hon. the Minister of Public Works,
stating that under the contraot entered into with the contractors for section No. 14 of the

Canadian Pacifie Railway, the Government are required to f urnish the rails to be used in the

laying.cf the track.
' That the weight of rails necessary for that purpose is stated, by the Chief EagiLeer of

the Canadian Pacifio Railway, t-> be nearly 11,000 tons, and he adds that there are 918 tons

already on the spot ready for use, at Selkirk, leaving, say, 10,082 tons still to be supplied.

" That it is necessary to provide for the transport of this quantily of rails from Winnipeg
to Selkirk during the preient season.
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" That it bas been ascertained that the probable cost of transportation by water, between

the points named, would be $30,000, and that to enable the service to be performed, at even

this cost, the work would have to be doue within the next five or six weeks, before the water

of the river subsides.
" That it is suggested, that under these circumsatnces, it is expedient to extend the Pem.

bina and Winnipeg Branch Railway, which at presert terminates at Winnipeg, to Selkirk, a

distance of twenty miles.
" That the Chief Engineer repreaents that Mr. Whitehead, conractor. has o!lered to do

the grading of this extension line at the rate for grading mentioned in hic contract, viz : 22

cents per cubio yard, ani to lsy the track at te rate given in his present Pacific Railway
Contract, viz: $290 per mile; on1 the Chief Engineer, by reducing the grades on the

profiles, in sone places about a foot, so as te decrease the number of yards of embankment
te about 8,000 yards per mile, is able to furnish the following estimate of the cost of this

twenty miles Of railway, viz:-

Grading, 20 miles at 8,000 cubie yards, 160,000 yards at 22 cents.... $35,200
Ties 45,000 at 40 cents.............................. 18,000
Track-laying, 20 miles at $290.......................--........................... 5,800
Bridging streams.............................. ............... 1,000

$60,000

"It will be seen, the Miniter observer, that the whole cost of laying the track, grading,
&c., as above, is only $30,000 more than the cost of trans portaton of the rails by the cheapeas
means available from Winnipeg to Selkirk.

"l It further appeais, that by opening up this line of railway at once, a deposit of grave1,
suitable for ballast, would be rendered available for early use on seotijn 14, on wbich section,
the impression is, there is no such material to be found.

" That the line, it is pointed out, would alo be useful for getting rolling stock, taken ti
Selkirk wben it is required for the main line of the Pacifie. In view of these consideratione,
the Min iht r is of the same opinion as the Chief Engineer, that it is advisable to proceed at
once with the construction of this extensien of the Pembina Branch Railway from Winnipeg
to Selkirk ;- and ho accordingly recommends that he te authorized to issue instructiens to
Mr. Fleming, Chief Engineer, ta direct the contractor (Mr. Whitehead), to carry
out the work at the prices mentioned, viz: grading 22 cents per cubic yard, such price being
the amount as per coLtract, for the construction of the branch fron the main line t3 the
boundary near Pembina, ties, 40 cents, track-layine, $290 per mile, such price being those
spec&fied in the contract for ties on the wa'n line between Selkirk and Keewatin, on contracts
14 and 15; bridging $1l,000, the whole cost not to exceed $60,000.

"Lye Minister observes that it is not intended this road should romain in what the
IEngineer terms a "sub grade," as in that state it would not be so Efficient, though it would

answer the purpose for which it was required, for kome years to come, viz: .the transportation

of materials, &c.
"Te Co:mmittee rubmint the above recomnenlatin for your Excellency's approval.

"Cer tified,
"Xw. A. UIMSWORTH,

" Clerk, Privy Council."
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On the same day Mr. Braun telegraphed as follows:-

"1 th May, 1877.

"Authorize Mr. Whitehead to proceed with the Pembina E xtension,, as part of the first
e-:fntract, at twenty-two (22) cents for earth-work, and the other work at prices as per his
Con ta!t (15.)

"F. BRAUN,
"Secretary."

' J. Il. Rowa,&,ç Winnipeg."

And the following letter was sent to the acting Engineer-in-Chief five
days later:

"I16th May, 1877.

" Sla,-I beg to inform you that, on the 7th instant, Mr. Rowda was instructed, by telegraph,
to authoriza Mr. Whitehead to proceed with the works on the Pembina Extension, as part of
his first contract, at twenty two (22) cents per cubic yard for earth excavation, and the other
Work as per prices in his contract for sectiin (15) fifteeo.

' have the honour to be, Sir,
"Your obedient servant.

"F. IRÂUN9

"&creiary,

IMXARCUs SurnT. Esq.,

" Acting Chief Engineer,

" Canadian Pacifia iailway, Ottawa."

In accordance with the suggestion made by Mr. Fleming at the close of

his letter of the 2nd of May, above set out, this was treated as a supple-
rnentary contract for the Pembina Branch. It was, nevertheless, not a
enpplementary contract to that one, unless the agreement to build any
Portion of the railway, is supplementary to the agreement by which an
adjoining portion was built. No competition, public or otherwise, had
been invited at any time for the work done under the arrangement known
as contract 5a. As before mentioned in our report on contract 5, the speci-
fications on which that was based limited the distance within which the
Work was to be done, and for which tenders were to be received to the
SOuthern and central sections of the Pembina Branch, the southern one
embracing townships numbers 2, 3, 4 and 5, and the central one numbers
6, 7, 8 and 9, the northern limit of this whole distance being a point
several miles south of St. Boniface. Moreover, the work itself, under con-
tract 5, covered only one of the items mentioned in the telegram of 'Ur.

«Braun, of the 11th May. That telegram was intended to cover, at least,

the four items mentioned in the Order-in-Council, viz. : grading, ties, track-

laying and bridging; contract 5 covered only the road-bed described
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in Mr. Fleming's specification of the 8th of August, 1876, and relating to
that contract as follows:-

" Section 5. The work now to be p'aced under contract is the excavation ani grading
required in the formation of the road-bed,or s-3 much thereof as the Minister of PuLlic Work4
may determine within the limite of the two sections a'ove referred t>."

As a fact, this telegram of Mr. Braun did not limit the work to that
described in the Order-in-Council above set out. Neither did his subse-
quent letter of the 16th May to Mr. Smith.

Under the arrangement known as contract 5 A, many different kinds
of work have been performed and paid for, some within the meaning of the
said Order-in.Council, bft a large proportion beyond it. The total outlay
has been $161,124. No ýart of the work was submitted to public com-
petition. More than $100,000 of the whole cost was expended without the
support of either competition or an Order-in-Council. Some of this
$100,000 was consumed by allowing a price for work twice as high as would
have been paid had it been submitted to competition.

On one item $21,682 was given for off-take ditches at the rate of 45
cents per yard. The contractor himself testified that if this had been let
by tender, it might have been done at one-half the price he got.

On this section, between St. Boniface and Selkirk, the work performed
includes about twenty classes, instead of the four named in the Order-in-
Council. They are stated in detail in Mr. Fleming's report of 1879, page
126. The expenditure there mentioned has been increased before the date
of our Commission to the sum before mentioned by us. Mr. Mackenzie,
Mr. Trudeau and Mr. Braun have been eiamined by us, with a view of
learning the reason for the telegram of the 11th of May, awarding the high
prices of section 15 to all the work to be done on this extension of the line
except the one item at 22 cents, but no one of them was able to inform us.
Mr. Fleming said

"The whole thing seems t- be a mistake. There was no int ntion o' doing off-take
ditches in the Grst place."

Mr. Smellie, on the 16th of July, 1877, mentioned the matter in a letter
to the secretary, and called attention to the excess in the expenditure beyond
the $60,000 authorized by the Order-in-Council, and pointed out the high
pric of 15 cents which had been charged for off-take ditches. Subsequently
he called the attention of Mr. Marcus Smith, the acting Chief Engineer, to
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this item; but Mr. Marcus Smith decided that Mr. Whitehead was entitled
to the price charged, it being the same as that which had been allowed on
section 15. Mr. Smellie's recollection is that Mr. Marcus Smith said this
price was authorized by the Order-in-Council. That view could hardly be
maintained, since the Order-in-Council specified the items to which it applied,
and off-take ditches was not one of them. It is probable that the foundation

for the decision was that the telegram of the 11th of May, and the letter of
the 16th of May, authorized the prices of section 15 to be applied to all
items except the one mentioned in these communications.

Whether sections 3, 4, 12 and 16 of the Canadian Pacifie Railway Act
of 1874, taken together, required this the construction of one of the branches
to be let by public competition rather than by Order-in-Council, is a ques-
tion upon which we do not think it necessary to give an opinion.

The evidence leads us to conclude that in obtaining the prices which
have been paid ostensibly under this contract, the contractor got an undue
advantage, namely, a higher price for some of the work than it was worth,
and higher than that at which it could have been otherwise procured;
that the action of the Department in directing this work as it was directed

had the effect of increasing unnecessarily the cost of the railway.

The work has been completed, and the following sums expended upon
it up to the 30th of June, 1880 :-

30th June, 1877.. ........................ . ......... $ 990 00
"o 1878..................................... 100,610 00

1879...................................... 40,200 00
1880..................................... 19,824 97

$161,124 97

CONTRACTS Nos. 6, 7, 8, 9, 10 AND 11.

Steel Rails and Plates, Bolis and Nuls.

These contracts cover the purchase of 50,000 tons of steel rails, acom-
Panied in each case by fish-plates and in some by bolts and nuts. The
natnes of the contractors and the quantities taken from each, as well as the
Prices, are set out below. The prices of bolts and nuts are nentioned



160 CONTRACTS.

where they were contracted for; that of the fish-plates was the same as the

rails:-

Price of Bolta
No of Tons of and Nuta

contract. Rail Price. if furnished.

- 1 - -s c. % c.{ Guest a Co ..............· · · · · · · · ·. •.......••••••••........ 5,000 54 00 93 29

t " ................................................ 5,000 55 24 93 29

7 Ebbw Vale Steel, Iron and Coal Co............. 5,000 53 53 117 41

8 The Mersey Steel and Iron Co ..................... 20,000 54 26 -

9 The West Cumberland Iron and Steel Co....... 5,000 53 33 97 33

10 i "i g ....... 5,000 53 33 97 33

1i 1Yaylor, Benzon & Co...... ...... .................... 5,000 51 10 -

The quant ity to be supplied under the last of these contracts vas

delivered in England. There the price was £1sterling less than at Montreal

wîiere the delivery was to take place under the others. The contracts Nos.

6, 7, 8, and 9 were base3d on tenders made in a public competition in

November, 1874. Those numbered 10 and 11 were brought about by offers

from the contractors, spontaneously made some weeks after that competition

was over. The first advertisement for tenders was as follows

"TENDERS FOR STEEL RAILS.

"Tenders, in quantities of not les than 5,000 tons of ste< rails, will be received by the
undersigned not later than Thursday, the 8th O3tober, 1874.

"The tenders to state the name of the maker and the price per ton of 2,240 pounds,
delivered on the wharf at Montreal during the season of navigation of the year 1875; the lut
delivery to be not later than lot October.

"Paymetts will be made of 85 per cent. of the delivered price on the bills of lading in
England.

" Weight of the rails to ba 90 tons to the mile of railway.
" Tenders to be marked " Tenders for Steel Rails"

By Order.
" F. BRAUN,

Secretary."

4)gyARTMENT OF PUBLIC WoRKî,

OTTAWA, SePt. 29, 1874."

Before the day here named, the 8th of October, it was decided to prolong

the period for the receipt of the tenders, and the same advertisement was

continued, with this addition:-
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' POSTPONEME NT.

"The period for receiving tenders for the steel rails is poStoned until the 16th November
next.

"By Order.
"F. BRAUN,

<DEPARTMENT OP PUBLIO WORKS, Sec, eta ry.

"OTTwA, 3rd October, 1874."

We take up each of these contracts hereafter, and report Upon it as a
separate matter without reference to the expediency of the purchase covered
by it; in the meantime we confine ourselves to the action of the Department
in providing the 50,000 tons.

There was no Order-in-Council authorizing the purchase of this quan-
tity or any part of it ; it was effected by the Department of Public Works
under the direction of the Minister.

We have enquired into the reasons which led to this action, and have
examined as witnesses the gentlemen who were at the time filling the
respective offices of Minister of Public Works, Deputy-Minister and Engi-

neer-in-Chief. The evidence shows that they who were charged with the

responsibility of the purchase were impressed with the belief that some of

the rails ought to be bought without delay, and irrespective of price. We

cannot, however, define the extent of the purchase which was due to this

belief, as distinguished from that to be attributed to other causes, because

the need of any particular quantity as a feature of the transaction was not

deemed to be of sufficient importance to cause the Minister or any of his

subordinates to estimate or report upon it.

The evidence shows that the purchase was brought about at the

instance and upon the recommendation of Mr. Fleming, who was Chief

Engineer, Mr. Mackenzie, as Minister, having adopted his recommenda

tion, and ordered the several contracts. The advertisement for tenders

invited offers for no more than 5,000 tons, the quantities beyond that were

decided on after the opening of tenders in November, 1874.

The traces of the steps which led up to the conviction in Mr. Fleming'&

mind of the propriety of this purchase, and to the decision by Mr. Mackenzie

to follow Mr. Fleming's views to the extent he did, are very indistinct.

The expediency of having any trace, seems to have first occmrred to
these gentlemen when the matter was afterwards being discusled i11

Parliament.
11
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Mr Fleming testified that in March, 1876, " when the matters were
fresh " in his mind, he prepared a menyorandum respecting this purchase;
that he supposed the memorandum was made at the request of thé
Minister; that Parliament was then sitting, and the subject was under
-discussion; that his communications with the Minister prior to and during
the transaction, and up to the making of the memorandum, had been chiefly
verbal, the only exception which he knew of was that he had furnished a
draft specification of rails to be acted on if thought best: that this memor-
andum gave a history of the transaction as far as he knew, and he would.
"very much rather trust to that than to his recollection."

Mr. Fleming said he thought it was shown to the Minister. It is
recorded in the Department, No. 11,160, on 3rd April, 1876, and is as
follows:

(Memor au'im.)

"During the summer of 1874,'advices from England showed a great decline in the price
of steel rails. It was geDerally considered that they had all but reached the lowest rate, and
that an excellent opportunity presented itself of providing a quantity of rails, at lower picers
-than they would in all probability be obtained for at any future period. Early in August,
1874, the Chief Engineer mentioned the matter to the Minister of Public Works, and advised
that stops should be taken to secure such quantity as might be deemed advisable. On the
]3th of the same month he renewed his recommendation, and furnished a diaft specification
to be acted on if thought best.

" The Chief Engineer was absent from Ottawa until near the end of September, when h.
again renewed his recommendation to secure the rails. A notice calling for tenders on the
8th October waa advqrtised on the 29Mh September; on the 3rd October the time was exteud"
for receiving tenders to the 16th November, and specixications dated October 3rd were printed.
By the letter, a copy of which is attached hereto, it was provided that tenders would be
received on the 16th November following.

It wa felt that to advertise for tenders for rails for the Pacific Railway, or for any cou-
siderable portion of it, would defeat the object in view, viz., to secure rails at a low rate, und
hen. the chaacter of the advertisement and specifloation.

"'Pacifi Ralway' is not mentioned in either, and tenders for a large quantity are nt
invited.

" Tenders for the delivery of 350,000 tons were received, the prices ranging from $53 53
to $82.73 per ton, delivered in Montreal.

" The average price was $57 per ton.
di The lowest tenders were :

From Cox & Green, for West Cumberland Ce................... $53 53 per ton.
Fron Joseph Robinson, for Ebbw Vale Co,........................ 53 53 a U

Froi Cooper, Fuirma & Co., for Mersey 00................. 54 26 4
From FOst & CO., for Guest & Co. (mean) ...................... 54 62 " 4
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'Contracts were entWsied into with tbée parties at the aboterprices for all the rails they
Wre willing to deliver, vis..

West Cumberland C...............-................................. 5,000 tons.
M ersey Co ........................................................................ 20,0 0 "

Ebbw Vale Co................................................................. 5,000 "

Guest & Co............... ..................................... 10,000 a

't'otal .................................................................. 40,000 tons.

"In addition to the above it was arranged to accept the most favourable terms for the
delivery of the rails f. o. b. in England for transportation to British Columbia. Accordingly
coiltracts were made as follows:

West Cumberland Co., for 5,000 tons, et $48 67.............................f. o. b.
Naylor, Benzon & Co., for 5,000 tons, at $51.10............................f. o. b."

This is a narrative of tWo matters dòneliiing the purchase now under
anosideration: one, the reason for action whieh the Chief Engineer thought

Prelr to lay before the Headof his Department; the other, the action whichL
M wlowied. For the present we muy Siamïse that pòrtion of it which deasi
With the action taken. As to the reason thus recorded by Mr. Flemingit
is to be noticed that he avoide all nent-ion of requirementsa that a a

1ilbject upon which he would have -ome actual Iknowledge and uph

1-which, if called upon, he would be erpeeted to assume some responsibility.

'We interpret his membrandatàïn as a estreful 'declaration that no such
-yesponsibility was cast upon him ; that the time when any definite quantity
of rails would be required for use, was not a material element in the expe-
4aiefncy of purchasing at that petiod, and that the purchase was made, ' a
Whole, withoht any serious consideration of that featúre.

The single idea which Mr. Fleming appears to lave iad at that time
connected with the proposition to buy and to have communicated to t.he
Minister, is what he described while giving evidence as "the principal
'rea,son " for the purchase, namely, the "supposed low price."

During the course of their evidence, however, both Mr. Mackenzie and
Mr. Fleming intimated that the need of some rails for early use was
1reson which was mingled with the low price as a motive for the purchap
-f !the 50,000 tons, but neither was able to state to what quantity this red
would-apply.

We do fnot think that the needss1ty of procUriÊg a part cam løon the

Whdle transetion, and that, in considering the acticin of the Deprtment d

«ts oesion, is it proper to speak of differet, though undio&dç pOtioI&a

of the whole quantity as if they had been bought for separatereasons. The
11 I
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need of some for early use could not be even a remote cause for buyin9
any of those which were understood not to be needed for early use, sua
the attractiveness of the market could not have induced the purchase

of those which were to be bought "irrespective of price."

Therefore, when Mr. Fleming testified that the "supposed low

price" was "the principal reason why the rails were purchased," 'W
understood him to mean that that was the reason for purchasing the

principal portion.

Mr. Fleming stated that he spontaneously approached Mr. Mackenzie
with his advice concerning the matter.

Mr. Mackenzie testified that Mr. Fleming first brought the purchase Of
rails to his notice, saying that it was absolutely necessary that rails sihoid
be had as soon as possible, as it would take a long time to transport theM2
and construction could not go on without their being on the ground ; that

the prices of rails were then at. the lowest rate which they were likely tO
reach, and that as large a lot as possiblë should be secured, Mr. Flemii
being very urgent in these representations ; that before adopting a conOlW

sion he weighed to some extent the reasons which Mr. Fleming gave ; thât
it was a mere matter of speculative, opinion as to the price being at thle
lowest, but that he certainly thought Mr. Fleming's representations were
right as to the necessity of having reils very soon, irrespective of priOca;
that, in judging of the necessity for rails, the quantity would be a materia,1

element, and would be in proportion to the distance to be provided for, thdt
he could not say precisely the distance over which the railway was theu

expected to proceed, but that there was then every probability of seveT
hundred miles being placed under construction within a year.
recollection was that, except those to be used on the Pembina Branch, tho
first necessity was to provide for the line between Thunder Bay and'IW
River. This branch would require (at the ordinary rate of ninety ton0 a
mile), in all, less than 10,000 tons ; that as to the further quantity, the ti00

at which they would be required weighed in the decision, but he ddli
to explain whether .the necessity of having them for use at any partifular

period was a reason for the purchase irrespective of price, putting hi
objection to do so on the ground that the act of every Department must
always be assumed to be the act of the Government, and therefore beyouŠ
tho reach of our enquiry. Our nearest approach to information on the aS1u

CONTRACTS.164
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Jeot of the quantity which, at that timne, might have been deemed requisite,
was8 through an indirect answer of Mr. Fleming.

Re was asked if 20,000 tons were then considered as likely to be
equired His answer was that, il his impression had been right with

regard to a speedy rise in the price of rails, it would have been advisable
to lay in a much larger quantity than 10,000 tons. The natural inference
komr this answer seem to us to be that it would not have been deemed
*4«isable to lay in a much larger quantity than 10,000 tons, but for the

elPectation that there would be a rise in the price.

Mr. Trudeau has stated that there is not in the records of the Depart-
rent any report or memorandum showing the quantity of rails which, at
the time of this purchase, was estimated to be required within any given

e or for any specified work.

Mr. Fleming said he did not think that before the transactions he ever

rèPorted on the quantity which he deemed it advisable to buy; that that

*a decided by the Minister after the tenders came in; that he cannot

plain whether there ever was anything more than an informal conver

tion between him and the Minister concerning this transaction; that in
h experience he did not remember f a purchase as large as even 5,000

na8 having been accomplished without fsnomething more formal from the

lblffinOer than a conversation-; that in the case of the Intercolonial

Luilway there were written reports from the Commissioners as well

Sfromin hirself advising the pirchase of rails; that when the conversation
took place between him and the Minister on this matter it was not known

ulOW large the transaction would be; that they only asked for 5,000 tons in

e* advertisement, and the transaction grew th be a larger one at a later

date; he could not say at what time he had supposed they would be

et6quLired when he recommended their purchase; that he made no recom-

4enldations as to the quantities till after the tenders came in; that if ho

foreseen that the price would go down as it did, he would not then
have. recommended the purchase to any great amount. Besides the infor

tion to be gained froMi the testimony of these gentlemen, some is to be
Rot fron returns to PaTliament comierni»g the use which Iwas afterwa%4

ntade of the rails included in these purchames, and of the distances of the

rallway which were subsequently, from time to time, ready for the Use of

165
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A returm to the Senate showing tly up vl ha4 been mpaße during tghe ye" 1876 qf
any portion of these rails, dated 5th MarCh, 1877,is as follows:

Tons.
Laid on track froa Fort William westward 25J miles.................... 2,295
Delivered at railway wharf, Fort Wilia .............................. 14,057

Delivered opposite Winnipeg at St. Boniface................................. 12,008
" at Selkirk, Red River................................................. 918
" for the Intercoloial Railway at Haifax......................... 11,160
" at Peaitentiary wbarf, Kingsten .................................... .4,575
" at Nanaimo, British Columrbia....................................... 5,077

Total......................................................... 50,090

The evidence taken before us as to the dates at which rails were
employed on the different contracts, shows that a large proportion of the
60,000 tons might have been purchased much later than the winter of
1874-76, and have been still in time for the use to which they were actally
put.

Inasmuch, however, as the oral testimony before us and these returns
together fail to show how far the subsequent events differed from tho
which in the fall of 1874 appeared probable, we do not feel justified i7
attempting to defme accurately, the quantity which was bought in eyçesP,
what was on that day likely to be deemed requisite. The evidence lea1
w to believe that it was a large qantity, and we pxoceed to consi4
.eparately the action of the Departrnent concerning that undea44
portion, which was so bought, beyond the understood requirements Of
the time, and according to the evideince, bought upon the alleged attrýetive,
ness of the market.

The Department in this instance, because of a speculative opinioa can-r
cerning the future of the market, purchased property expected to be reqire
for use at a fature day, but before there was supposed to be any necesityto
procure it.

Wetdo not offer any remark as to the propriety of a step of this chai
acter, but assumning that such a couise *as open to a Department, we feel
called upon to report whether it was taken with the caution and consider&
ation of results, that would be generally shown by private indi-vidusa
before investing their own means in similar ventures.

Before dealing with the reasonableness of the speculation in these ra1s:
at the time it took place, it is well to see if there is any material distinction,
in a pecuniary point of view, between a purchase of rails at such a time as
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would provide them when required, and a puxhase without reference to
that, solely on the ground that a rise in the price might be expected.

In the first place, we must point out that the- price fbr that quantity,
which was bought beyond the need of the time, wae actually higher than
that of the quantity bought for the emergency, because the quantity>
required would be provided for first from the lowest tenders. For instanee%
assuming for the purpose of illustration, the requued qantity to have beenr
15,000 tons at Montreal, it would have been satis4ed by the. three lowest
tenders, as follows:-

West Cumberland, .............. 5,000 tons at $53 53
Ebbw Vale.......... ............... ........ 5 53
Guest & Co.............................." " " 54 00

This would provide 15,000 tons at an average price under $53.69.

An additional 5,000 tons at Vancouver, (the quantity which finally
Went there), woùld not raise this average, inasmuch as the acceptance qf the,
second lot of 5,000 tons from the West Cumberland Company, furnished
that, at £10 sterling==$48.66, and this would, in fact, slightly diminish
the average of the whole 20,000 tons.

Ending the transactions at these stages, viz: 15,000 tons at Canadian

points and 5,000 tons in England, would have prevented the acceptance of

the following tenders, all at higher rates, namely:-

The Mersey Co., at Montreal,.................... 10,000 tons.
Cooper, Fairman & Co., " .................. 10,000 "

Guest & Co, • " ... 0.. ............. 5,006 "

Cooper, Fairman & Co., Liverpool,............. 5,000 "

In order to compare the price under these purchases with those of the
20,000 tons assumed to be needed, it will be necessary to state the prices

kn Canadian currency. £1 Sterling=$4.86, was the price for transatlantie
Carriage ; therefore, adding that sum to the price of what was bought
at Liverpool, will show what the price would have been il delivered a
Montreal ; the result would be as follows :-

Mersey Co................................. 10,000 tons at $54 26
Cooper, Fairman & Co................. 10,000 " " 54 26
Guest & .. ................. d,00 " " 55 24

Cooper, Kairn.Ui & Co........... 5,000 " " 55 90



These prices give an average of about $54.70, higher, by $1.01 per ton,
on the last 80,000 tons than on the first 20,000 tons.

If the quantity needed was more than 20,000 tons, then the balance
was bought at an average still higher than $54.70, for each time one of the
lower priced lots is taken from the aggregate, the average of the balance
must be raised.

In the next place, the risk attending such a speculation would be
greater with a Government than with an individual. A private party,
buying in anticipation of a rise, could keep his property in some centre of
-demand, where it would be available for a rapid sale should the rise take
place, and he would thus retain a chance of gain or prevention of loss,
which he would be deprived of, should his purchase be available only by
actual use at the end of an indefinite period.

It is not necessary to dwell on the improbability of selling advan-
tageously steel rails lying at Vancouver or on the western lakes, for it is to
be assumed that a sale of any part of these rails was never contemplated.

In Mr Fleming's memorandum of March, he says that it was thought
that rails " had all but reached the lowest rate." This is, of course, alluding
to some time not later than August, 1874. But either then or later in
December, 1874, or January, 1875, when the rails were bought, if it had
been made certain that they had actually reached their lowest rate, not
only for that time, but for al time to come, still that certainty could not of
itself have made the purchase a profitable speculation.

There was, in fact, but one event possible which could make the
transaction anything but a losing one, and that was a rise in the price, so
high and so continuous that it would keep pace with the interest on the
purchase, the deterioration of the property, and all expenses incidental to
the ownership up to the time at which it would be necessary to procure
them for use. Anything short of this made a loss inevitable.

In order, therefore, that the Department might judge of the merits of
the speculation, it would be necessary to have what was believed to be a
well-founded estimate upon several data.

(1). The times at which respectively the different portions of the whole
quantity would be called into use.

(2). The amount by which the price would be increased.

(8) How far the increase wouldbe temporary or lasting.

168 CONTIRACTS.
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The evidence shows that there was before the Department no estimate
upon any of these particulars.

It is obvious that any given day might be " a good time to buy " such
rails as were necessary, in view of the period at which they were likely to
be used, and still a poor time to buy those which were not wanted, and
could only be turned to account when used, and for which the time of use
was in an undefined future.

The tenor of the evidence shows that in the fall of 1874 there was an
opinion amongst rail dealers that the price would rise. It had been falling
from about £18 sterling, the price to.which it had risen temporarily during
the inflated period in 1873, until it was nearly as low as it had been in 1869-
70, and consequently they who were obliged to provide rails would find it a
good time to buy. That fact, however, does not touch the transaction we
are considering, and it does not help .us to see why the state of the market
on that occasion, or the chances of it afterwards, should be assumed to be
sufficient grounds for the Chief Engineer urging so earnestly as he did the
large purchase, beyond the requirements of the day which took place on this
occasion.

Mr. Mackenzie was asked what appeared to be the reasons in support
of the view that the price of the day made it expedient to buy on this

occasion. He said he knew of none except the fact. And being asked what
that was, he said the price had reached a lower point than it had ever
reached, and that Mr. Fleming thought it likely to rise. The tenor of his
evidence was that throughout this matter he leant upon Mr. Fleming's
judgment concerning the state of the market, and its probabilities in the
future, and upon being asked whether he had not deemed it expedient to

enquire into Mr. Fleming's reasons more deeply, than merely by hearing
what was his conclusion, his answer was, " Well, of course, I adopted his
reasons." Mr. Fleming stated that he had no doubt that he had said to
Mr. Mackenzie: "You cannot purchase too many rails at that price."

We have examined Mr. Fleming on different occasions, with a view
to learn the grounds for his strong opinion on this matter, and the reason for
his pressing it as earnestly as he did. As to the grounds for his opinof, all
the evidence on the subject points to the conclusion that he had nonfl of
any consequence, except the fact that a Mr. Sandberg had entertained that.
epinion, and had communicated it to him.
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Mr. Fleming testified that from all he could learn the price of rails had
then reached bottom, and there would be a rebound immediately ; that no one
in the trade had expected it would go lower: that, in sayipg- this, he meant
of course, according tp the information be had received. He explained
whet he had learned on the subject, and the source from which he had
learned it. He thought at one time that he had had letters from two cor-
respondents in England, a Mr. Sandberg and a Mr. Levesey, his advices
coming "more especially from Mr. Sandberg."

Subsequently, he was not sure that he had heard from Mr. Levesey,
but he defined what he had learned from Mr. Sandberg. This gentleman
lived in London, and was looking after the interests of the Canadian public
in this manner: he was employed as the Government Inspector of Rails,
and was paid according to the quantity. For his services in this transac-
tion he received £3,906 16s.6d. stg. Mr. Fleming testified that the informa-
tion in this case had been offered voluntarily by Mr. Sandberg. Mr.
Fleming had, at first, no doubt that the letters from Mr. Sandberg were in
the office. At a later day he said that they might be called either private
or offic-ial; they were not marked private, and yet were not written in a

very formal manner. He thought there were several, and had made enquiry
for them, but they could not be found. Mr. Burpé who had charge of
the correspondence of Mr. Fleming as Engineer-in-Chief, was called as a
witness. He had heard Mr. Fleming's evidence concerning these lettexa
and had searched for them, but had not found them, and said it would be
useless to call anyone else in the Department, he having failed to discover
them. He had also searched for copies of letters, if there were any, from
Mr. Fleming to Mr. Sandberg, written prior to the purchase of these rails, and
had fouid none. Mr. Fleming produced two diagrams, printed for private
circulation, by Mr. Sandberg, purporting to show the fluctuations of the
English rail markets (both iron and steel) one from 1862 to midsummer of
1880, and one from 1862 to end of 1874, and he thought that a similar one
had been sent to him in some of the correspondence before alluded to. le
said that according to his recollection his recommendation to Mr. Mackenzie
was based upon the positive opinion of Mr. Sandberg, that rails had
reached the lowest point that they were likely to reach, that Mr. Sandberg
had said to him that it was the general opinion of rail makers that the
price of rails had certainly reached bottom, and that his impression of the,
correspondence was that it was not a question of comparative profit te the
inanufacturers, but that rails could not be made to sell at a lower price, an&
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that this was the groundwork of his (Mr. Fleming's) opinidop. ie coul4

Ct remember whether any reasons had been given hy Mr. Sandberg, beyond

the bare statemet of his opinion that it was a good time to buy.

The great weight which Mr. Fleming attached to this correspondence
from Mr. Sandberg made us anxious to see the text of it, not that we
Consider any views from Mr. Sandberg to be, of themselves, a reason for the
action of the Department, but that we might see whether his opinions were

really so extreme as Mr. Fleming thought them to be; and, if so, to see
how far they would bear analysis.

Mr. Fleming had an impression that he handed these letters to
Mr. Mackenzie while the matter was being discussed in the House of
Commons (March, 1876). At our request he wrote to Mr. Mackenzie for
them, and also sent a cablegram to Mr. Sandberg at London, England, to
forward copies of any letters from Mr. Sandberg to him on this subject in
1874, but we have not had the advantage of seeing either originals or copies.

In the face of Mr. Fleming's circumstantial account of this correspond-
ence, we cannot say that it was not of the character descr ibed by him, b-qt
we have no hesitation in saying that if he has correctly stated the substance-
of it, then a very slight investigation of facts, or a careful inspection of his
own diagram would show that Mr. Sandberg's representations were not

'Well founded.

-Several periodicals published in England have been mentioned to us
by witnesses as authorities on the general state of the rail market. We
have examined two of them: "Iron" and " The Iron and Coal Trade
Rteview."

We submit herewith an enlarged copy of one of the two diagrams.
before mentioned, as published by Mr. Sandberg and put in evidence by
Mr. Fleming-so far as it relates to steel rails-having selected that which
covers the longer period, from 1862 to 1880.

We find that thugh this diagram agrees generally with the fluctuations,
or the tendency of the market from time to time, as shown in the periodicals
before mentioned, so far as we have been able to see them, they are not
always alike in the price given as ruling at the respective dates.

We account for this by assuming that neither in the, diagram nor A
Iegepapers can prices be given exactly the same as those which4 '' mig
«9vern actual transactions, aud that such authorities do no more thau giVP
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-what is conceived to be or to have been the average price at respective
dates. It is in evidence before us that on the same day offers from different
individuals will show a wide variation in prices. For instance, Mr.
Fleming, in reporting on the tenders which were received upon this
occasion, states that the average price of all the tenders for delivery in
Montreal was, as nearly as possible, $57.03 per ton, while some of the
contracts were based upon the price of $53.53 per ton. We assume that the
price named in either the diagram or in any of the periodicals is what was
understood to be the average ruling price at the various dates, but not the
lowest which, at those dates respectively, could be obtained in actual
transactions, especially for large purchases and such prompt terms of pay-
ment as would be offered by a Government.

These authorities would, nevertheless, be accurate enough to show
whether the market was a rising, or a falling, or a steady one, between
-various dates or how otherwise, and we take it for granted that the prices
givei in any of these authorities as the ruling one for ordinary transactions,
would bear about the same relation, at one time as at another. to those
which would be named in individual transactions, where the quantities or
the terms of payment might lead to some variation from the general price.

There eau ')e no doubt that Mr. Fleming's approaching the Minister
early in August, 1874," was due to Mr. Sandberg's letters, for Mr. Fleming

was asked the sources of the advices which, in his memorandum of March,
1876, he mentioned as having led to his recommendation, and he gave us the
names of Mr. Sandberg and Mr. Levesy. Therefore, such letters must have
been written not later than July, 1874.

It becomes meterial, in this connection, to bear ii mind the strong
view which Mr. Fleming says was communicated by the correspondence
in question, and adopted by him on the strength of it, namely, that " it was
not a question of comparative profit to the manufacturer, but that rails could
not be made to seli at a lower price."

If Mr. Sandberg, in July or August, 1874, expressed the view that rails
.could not be made to sell at less than they were then selling at, it became
palpable, in November, 1874, that he was an unreliable authority, for rails
had continued to fall steadily from July to that time. The authorities, above
=nentioned, the diagram and the periodicals, show in November, 1874, a
price, between £2 sterling and £8 sterling, less than when Mr. Sandberg's
maid-summer letter first operated on the mind of Mr. Fleming. Other factei
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however, much more striking than this are exhibited by these authorities,
facts which, if understood, could hardly fail to remove any belief that rails
had never been so low, and could not be made to sell at that price. " Early
in August," the date first named in Mr. Fleming's memoranduma as the time-
of his approach to the Minister, the diagram gives the price as about £12
10s. During the whole of the years of 1869, 1870 and 1871, they had been
selling at prices lower than that, and had, in fact, beei for part of that
time-some seven months (between November, 1869, and August, 1870,)-
standing at £10 sterling. When the tenders were opened in November
1874, the rail market, according to the said authorities, was not so low
as it had been four years before that time.

From mid-summer, 1870, the price rose, until early the next year, 1871,
it was about £1 sterling higher. At that time the Government was
receiving tenders for steel rails for the Intercolonial Railway, of which Mr.
Fleming was Chief Engineer. On the 11th January, 1871, those tenders
were opened, and contracts were afterwards entered into based on some of
them; amongst others, one with the Ebbw Vale Co. et £11 sterling for
delivery in England,, other charges being added for inspection, insurance,
and freight to Canada.

Taking these things into consideration, we do not see how Mr. Fleming

adopted so readily the fallacious views said to have been communicated by
Mr. Sandberg, nor why it should be supposed that, after November, 1874,
rails should not only never get so low as they had been in 1870, but that
they should rise so far above the price of that day as to outstrip interest,
deterioration and expenses, up to the time at which it might become neces-
sary to buy them.

The only letter of Mr. Sanberg, which Mr. Fleming put in evidence,
was written on 17th December, 1874. This was after 40,000 tons had been
bargained for ; and our attention was called to the following portion of it,
the remainder not relating to the subject

"It iW, indeed, not unlikely that a strike would take place, which would probably send up

prices, and, therefore, I am anxious to have everything square. By the enclosed card of
prices you will see that you have bought both this and the last order at very favorable periods.

In fact, in the whole of my experience, I know of none having used the time better, and I

Only hope that this order will be executed a little quicker than that at Barrow, which is still

lingering on slowly."

We do not see in this remark of Mr. Sandberg's anything further thani

the fact that the course of the Department had met with hie approbatiou.

17-t



Mr. Sandberg was not in a position. to lose by large purchases for Canadian
>ûse, and, if his views have been éorrectly stated, it is evident to us that,
duTing all these transactions, he has looked at but one side of the question.
-e does not mention in this letter what purèhases he allades to, but we

take it for granted that Mr. Fleming would not have offered it to us udiless

it referred to those 'for the Pacifie Railway, about which he was giving

evidence. These irreluded 40,000 tons at a price averaging $54.17 at -Mon-

treal. The day after Mr. Sandberg was sending his congratulations upon
this transaction, other persons, who were parties directly interested on their
ôwn behalf, were sending a communication of a different tenor. The West
Cumberland Company, through Messrs. Cox & Green, their Montreal agents,
on the lSth December, spontaneously offered to the Department 5,000 tons

more than they had previously bargained for, at $63.58 per ton, or 64 cents
per ton less than those obtained by the purchase approved of in Mr.
Sandberg's letter.

The fact that Mr. Sandberg volunteered his views, having no responsi-

bility in the matter, that he had no interest in limiting the purchase of

rails by the advantage it would bring to Canada, that the views said to

have been advanced by him from time to time could then have been ascer-

tained to be not well founded, lead us to think that Mr. Fleming's belief in
the " supposed low price," must have been a weaker element in the recom-
mendation to purchase than he now thinks it was. There was, then, another
motive for his advice to the Minister, which he said was coupled with the
attractiveness of the market, and the presence of it may have made hiri
careless in testing the validity of the other.

In Mr. Fleming's evidence, after stating that there had been a good
deal of hesitation about the beginning of the works, he gave as a reason
operating on his mind for the expediency of the transaction, and in addi-
tion to the need of rails and the low price, the fact that he, as a citizen of
Canada, was very anxious to see the railway commenced; he said he dia
not separate this from the other reasons; they all entered his mind at one
time; and he thought this was one of his motives for recommending thiis
purchase, though, if standing alone, he would not have been actuated by it;
still he said that ,according to his view, this might have been a perfectly
good reason, though the others were positively bad.

The unfortunate results of Mr. Mackenzie omitting to exrihie more
deeply than he did Mr. Flemiïng's reasons upon the prôbàble tutarce à t

CONTR ACTS.171i



CONTRACTS Nos. 6-11.

rail market, and of adopting then, as of course, is now appar ;nt. We doubt
that any person, in considering the expediency of investing his own means
in a speculative purchase, would take the future Iluctuations of any market
for any article a a matter so entirely within the professional knowledge of
an engineer, as to make his opinion on them necessarily correct.

Before these purchases were made on the alleged ground of a strong
probability of a rise in the price of rails, there was at least one other

source of information open to the Department iii addition to the vicw of
the Chief Engineer. The opening of the tenders disclosed offers for seventy
times the quantity asked for. This was some intimation that one of the
causes of a rise in price, scarcity in the supply, did not exist.

Instead of rising, as Mr. Sandberg is said to have predicted, the price
of rails fell almost continuously, until about midsummer of 1879, when it
was in the neighbourhood of £4 10s. sterling, that is, less than half that-at
which it had stood as before mentioned in 1869-70. After this it rose again
rapidly and steadily till it reached about £10 sterling in the spring of 1880.

In addition to the sworn testimony on the subject of this purchase Mr.

Fleming has forwarded to us the correspondence hereinafter set out.

Though these letters came to us as late as their dates indicate, we

4hould have cross-examined Mr. Brydges on his statement had we seen it to

be material.

The main fact established by the letters is that Mr. Sandberg expressed,
lu 1874, strong views in favour of large puréhases. That has already been
been established by sworn testimony. It is also asserted that Mr. Brydges

held the same opinion as Mr. Sandberg so far as this: that prices had
then touched bottom, and that he had advised Mr. Mackenzie of his enter-

taining this opinion. He does not mention when he communicated this,
and there is no reason to think it was before the purchase under consider-

ation, or bad any influence upon it. Moreover, the belief that the price was

then at the bottom would do no more than encourage purchases of required
quantities. Beyond that, as before explained, nothing would be bought

with judgment, unless there was a definite belief on other points, such 40
the time at which the rails would be used and the extent and continuance
of the rise in the price. The letters fail to touch any of these points.

They are as follows:-
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" OTTAWA, 25th January, 1892.
" N. F. DAi1N, Esq, Secretary,

" Canadian Pacific Railway Commission.
" SIR,-I wrote you on the 14th instant, enclouing certain papers and documentary evi-

dence for the Commission.
" 1 have not succeeded in obtaining the letters of Mr. Sandberg, which the Commission

desired when I saw them recently. I enclose, however, a letter from Mr. C. J. Brydges, dated
9th January, 1882, in which he refers to a letter of Mr. Sandberg in 1874, and refers, also, to
the prevalent opinion at that time in England amongst the most experienced dealers in rails,
that prices had then touohed bottom. Mr. Brydges adds that he advised Mr. Mack-nzie that
he held the same opinion, and that it was generally entertained by all persons who had any
dealings in rail-.

" I enclose, also, for the information of the Commissioners a letter from the Hon. A.
Mackenzip, dated 13th January last, in which he states that he has a very distinct recolleo-
tion of a letter from Mr. Sandberg, concerning steel rails, which bore out the general impres-
sion that prevailed in 1874, that prices had then reached the lowest prices likely to be
reached. I may mention that Mr. Mackenzie's letter is in reply to a note which, at the
request of the Commissioners, I sent him, enquiring if he remembered the circum -tances
which I had referred to in my evidence, and aqking him to forward to me the letter, or

letters, of Mr. Sandberg, if he could find them.
"Yours truly,

" SANDFORD FLEMING."

" MONTREAL, 9th January, 1882.

"My DEa Si,-I have your note of the 5th. I sent all my papers re Intercolonial to

Ottawa when I gave up that charge.
"I am sure, however, that my letter to Mr. Mackenzie was not amongst them. It wa a

private letter, enclosing one from Sandberg, giving an account of the condition of the

different steel rail mille in England, and the prevalent opinion at that time amongst the

most experienced dealers, that prices had then touched bottom.

" I advised Mr. Mackenzie that that was also my own opinion, and that it was also enter-

tained here by ail th -se who had any dealings about rails.
"Yours very truly,

" C. J. BRYDGES."

"I SANDPOIRD FLEMING, Esq.,
" Ottawa."

"TORONTO, 13th January, 1882.
"My Dear Si,--I remember very distinetly getting a letter of Mr. Sandberg's, concerning

the price of rails, in 1874, which bore out your impression that prices had then reached the
lowest price likely to be reached. I received this letter fromi either you or Mr. Brydges. I

cannot say whether I have that letter, but will examine all my papers as soon as I can spare
time, and if I find it I will forward it to you at once.

"I am yours faithfully,
"A. MACKENZIE.

"SANIDFoRD FLEMING, Esq.

di Ottawa."
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The evidence leade us to the following conclusions: -
That a large portion of the 50,000 tons now under consideration, was

Purchased without any defined view as to the times at which they would
be wanted, and without reference to those times, but solely upon the ground
that a rise in the price of rails was to be expected;

That such purchase was made by direction of the Minister of Public
Works without the authority of an Order in Council;

That the said purchase was urgently recommended by Mr. Fleming,
the Engineer-in-Chief, for the alleged reason that the rail market was iot
likely to be thereafter so favourable to purchasers as it then was;

That the Minister adopted without question the view of Mr. Fleming
Upon the probable future state of the rail market ;

That in so recommending the purchase of this quantity on speculation,
Mr. Fleming was actuated by two motives, one being the fact that as a
citizen of Canada he was anxious to see the railway commenced, the other,
his belief in the attractiveness of the market;

That Mr. Fleming's opinion as to the state of the rail market was
derived almost exclusively from representations which he said were made to
him by Mr. Sandberg, then employed in England by the CanadianGovern-
ment as an Inspector of rails, and paid for his services according te quantity ;

That Mr. Sandberg was not responsible to the Government for his said
representations, and was not interested in limiting the purchase to such
quantities as might be profitably bought ;

That if the foundation of Mr. Fleming's recommendation had been
enquired into, he could not have shown any, sufficient to induce an ordinary
business man to purchase on speculation at that time, steel rails at the price
paid for these;

That if the purchase of the rails in question had been delayed until
the times, respectively, at which it would have been necessary to provide
them, a material saving in the cost of the railway would have been effected.

On the 1lth of November, 1814, the day after the final receipt of ten-
ders, those whieh had reached the Department in due time, were then
opened, in presence of the Deputy Minister and Mr. W. J. Tilley.

Although the advertisement asked only for offers to deliver at Montreal,
soine were found to be proposals for delivery at other points.

Twentyrnine were received and opened, after which the Chief EIIgi'
Ieer submitted the following report :-

12 I.
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"CANAmIN PACIFIC RAILWAY,
"OFFICE OF THE ENGINEER-IN CHIEF,

" OTTWA, 19th November, 1874.

"Sin,-As requested, I have examined the tenders received by the Department for fur

nishing steel rails, and have prepared a schedule of these tenders acoording to the several

rates. 1 find that tenders have been received for the delivery of about three bundred and
fifty thousand (350,000) tons. The average price of all the tenders for delivery in Montreal is
as near as possible $57.03 per ton. The lowest tenders for one hunderd thousand (100,000)
tons seem to be as follows -

Delivery Delivery at Delivery
Tenders. at Montreal. Thunder Bay. at Duluth.

A. Cox & Green......... ............. 5,000 tons at $53 53

0. Jos. Robinson............... ........ 5,000 do at 53 53

F. Post .......... ........................... ......... .......... ......... ,000 tons at $58-16

F. Post -k Co ...... .. ................. .... 5,000 do 59 40

B. Oooper, Fairman & Co0................... ... 10,000 tons at $59 86

B. Oooper, Fairman & o............ 110,000 tons at $54 261

0. Thomas Reynolds & 0o........... 5,000 do 54 75

X. Rice, Lewis & Son,................ 10,000 do 55 00

V. John Fraser... ............. 15,000 do 55 17 60 76' 60 76
i. T. V. Allie.............................. 20,000 do 55 76 .............................. 60 76

" There l ono tender for the delivery of 10,000 tons at Vancouver's Island (Tender S) at
$64.75.

"SANDFORD FLEMING.

Tiei Hon. A. MAOKENZIE,
" Minister of Public Works."

The scheduÀe embodied in this report does not describe accurately the
substance of the tenders to which it refers. The tenders sent in by
Perkins, Livingston, Post & Co. were offers to deliver at Montreal as well
as at Unlutb, and the names of the different tenderers are given without
discrimination between principals and agents. The following is a correct
schedule, showing the substance of the tenders up to 100,000 tons referred
to in the above report, as far as they relate to the points of delivery named
in that report:-
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SCHEDULE.

Letter atty p
Le Principals. Agents. uatity Price. Delivery atin tons.

Tender.

A. West Cumberland Co.. Cox & Green............ 5,000 $53.53 Montreal.

C. Ebbw Vale Steel and
Iron Co.......,........... Jos. Robinson & Co... 5,000 53.53 do

f54.00 do
F. Guest & CO................ Perkins & Co......... 5,000 58.16 or Duluth.

1 58.91 or Thunder Bay.
D. The Mersey Steel and

Iron (o................... Cooper, Fairman & (o 10,000 54.26 Montreal.

C. The Aberdare Co....... Thos. Reynolds, jr.... 5,000 54.75 do

X. Rice, Lewis & Co........ None....... ................ 10,000 55.00 do

S. Cooper, Fairman & Co. None ....................... 10,000 59.86 Duluth or Th'derBay

V. John Fraser................ None ...................... 15,000 55.17 Montreal.

F. Guest & Co., for an
additional quantity.. Perkins & Co........... 5,000 55.40 do

I 55.76 do
R. T. V. Al1i...........None................ 20,000 60.76 Duluth.

S. Cooper, Fairman & Co. None ....................... 10,000 64.75 Vancouver Island

Total.............. 100,000

The following tenders were received -

" (Form of Tender.)

"PUBLIC WORKS OF CANADA.

"TENDER FOR FISH-JOINTED BESSEMER STEEL RAILS.

"The undersigned do hereby tender-to deliyer at the wharf, at Montreal, during the
season of navigation, in the year 1875, in accordenco with the annexed specificat on& and

conditions, 5,000 tons to 10,000 tons Bessemer steel rails, with proportionate quantities of

fish-joints, at the following rates:-

Per ton of 2,240 pounds-Bessemer steel rails and fish-plates at $55 per ton; iron bolta
and nuts at $99 per ton.

The undersigned are ready to enter into Oontract for the manufacture and delivery of the

above rails and fastenings, or so much thereof as may be required, and will satisfy the Minis-

ter of Public Works as to their ability to complete the contract.

"RICE, LEWIS & CO.,

" Toronto, Ontiào."



" (Form of Tender.)
"PUBLIC WORKS OF CANADA.

"TENDER FOR FISH-JoINTED BESSEMER STEEL RAILS.

" The undersigned hereby tenders to deliver on the wharf, at Montreal, during the
season of navigation, in the year 1875, in accordance with the annexed specifications and
conditions, ten to fifteen thousand tins, Mersey & Bolton Co. make, Bessemer steel rails, at
the following rates:-

"Per ton of 2,240 pounds-£l1 6,.?d. sterling; Bessemer steel fish-plates, £11 168. 9c,
sterling ; iron bolts and nuts at ($100.80) one hundred dollars and eighty cents per ton.

" The underuigned is ready to enter into contract for the manufacture and delivery of the
above rails and fasteninge, or so much thereof as may be required, and will satisfy the Minis.
ter of Public Works as to his ability to complete the contract.

" I further tender to deliver at Duluth or Thunder Bay, Bessemer steel rails as above, at
£12 9s. 6d. sterling; steel fish-plates at Duluth or Thunder Bay, at £12 19.. 6d. sterling per
ton of 2,240 pounds; fish-bolts delivered at Duluth or Thunder Bay at $107 per ton of 2,240
pounds.

" I also tender for delivery at French River at a reduction of 2#. per ton on rails and
fish-plates.

" The wharfages, or dock or harbour dues at Duluth, Thunder Bay or French River, it
there should be any, are excepted in the above prices.

" JOHN FRASER,
"Kingston."

lu(Form of Tender.) PUBLIC WORKS OF CANADA.
STENDEn FOR FISH.JOINTED BESSEMER STEEL RAILS.

"The undersigned hereby tender to deliver on the wharf, at Montreal, during the seson
of navigation, in the year 1875, in accordance with the annexed specifloations and conditions,
5,000 to 10,000 tons Bessemer steel rails, with proportionate quantity of fish-joints, at the
following rates:

d Per ton of 2,240 pounds-Rils to be of our own manufacture, ' Dowlais Steel '-5,000
tons Bessemer steel rails and fish.plates at $54 per ton; 5,000 tons additional at $55.24 per
ton; iron bolts and nuts at $93.29.

"The undersigned are ready to enter into contrdet for the manufacture and déltiverl of
the above rails and fastenings, or so much thereof as may be required, and wiR stisfe the
Minister if Pifblio Works as to their ability to complete contract.

"GUEST & 00,
"D tie, Walese

" Per PERKIss, LIvINGsTON, Posi & Co.

" Agent., 59 Liberty Street, New York.
"We beg to say that we have furnished Guest & Co's. steel rails to the following roade,

and would refer the Government to the gentlemen mentioned: Sloanes, President,-Delaware,
iLckawannia and Western Railwayi Co., 25,000 tons; Wm. H. Vauderbilt, President,-New
York oat" and Hudson Railway, 45,000 tons; Wm. Thomson, Directorr-Canada Southern

1M0 CONTRACTs.
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Railway, 24,000 tons, and many other roade in the United States, making a total of about
200,000 tons.

"PERK[NS, LIVINGSTON, POST & CO."

" OTTAWA, ONT., November l4th, 1874.
"Dzàn Sia,-.Should.the Government prefer to take these rails delivered at the following

,points--Duluth, Fort William and Georgian Bay, instead of Montreal, we can de>iver thea at
Duluth or Georgian Bay at $4 per ton additional, and at Fort William at $4.75 additional,
conditional as to the delivery at points named, that there be a sufficient depth of water for
veusels to go thereto, and that the consignees are to unload. Not knowing if it is the intention
of the Governnent to insure the various cargoes on the lakes, we have not included the lake
insurances on the inland freights, $4 and $4.75, which would be about 16 cents per ton.

" Your obedient servants,
"PiERKINS, LIVINGSTON, POST & CO.,

"Agents of GUEST & Co.
"The Minister of Public Works."

"(Form of Tender.)

"PUBLIC WORKS OF CANADA.

"TENDER FOR FISR-JOINTED BESSEMER STEEL RAILS.

"The undersigned hereby tenders to déliver on the wharf, at Mon treal, during the season
of navigation, in the year 1875, in accordance wich the annexed specification and conditions,
20,000 tons Bessemer steel rails, with proportionate quantity of fish-joins, at the following
rates :-

" Per ton of 2,240 pounds-Bessemer steel rails and fish-plates at $55.76 ; iron bolts and
auto at $94.50 per ton of 2,240 lbs., with the option of delivering at Duluth or Georgian Bay at
$5 per ton additional.

" The undersigned is ready to enter into contract for the manufacture and delivery of the
above rails and fastenin&s, or so much thereof as may beequired, and will satisfy the Minister
of Public Works as to his ability to complete the contract.

" T. V. ALLIS.

"Dresel Building, New York.
-" Will furnish from one or more of the felowing mn=ufacturers, viz

"Barrow HEmatite and Steel Co., England.
* Brown, Baily & Dixon's "

"Mancheater Steel Co.,
"Dowlais Steel Co.,
" C. Cammell & Co. Steel Co., "

M &ersey Steel Co., "

"Ebbw Vale Steel Co., "
"Limus-Landore "

"Creuzot " France

a Terre Noire "

«Petin Gaudet ""
" Very respectfully,

" T. V. ALLIS."
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e(Formn of Tender.)

"7 LAwRExN-PoUNTNETC' HILL,,
" LoNDON, 29th October, 1874.

"PUBLIC WORKS OF CANADA.

4'TUNDER FOR FISH•JOINTED BESSEMER STEEL RAILS.

" The undersigned hereby tender to deliver on the wharf, at Montreal, during the season

of navigation, in the year 1875, in accordance with the annexed apecifications and conditions,
five thousand tons Bessemer steel rails, with proportionate quantity of fish-joints, at the

following rates:-
" Per ton of 2,240 pounds-.Bessemer steel rails and fiuh-plates at £11 sterling ; iron bolts

and nuts at £24 2s. 6d.
" The undersigned are ready to enter into contract for the manufacture and delivery of

the above rails and fastenings, or so much thereof as may be required, and will satisfy the-
Minister of Public Works as to their ability to complete contract.

" For the Ebbw Vale Steel, Iron & Coal Co. (Limited).

"JOSEPH ROBINSON & Co.,
" Agents.

d CANADA ADDRESS:-

"St. Lawrence and Ottawa Railway Co's. Offico,
" Ottawa, Canada."

'(Form of Tender.)

1" PUBLIC WORKS OF CANADA.

" TENDER FOR FISH.JOUNTED BESSEMER STEEL RAILS.

"The undersigned hereby tender to deliver, F.O.B., Liverpool, during the season of navi.-
gation, in the year 1875, in accordance with the annsxed specific tions and conditions, five to ten
thousand tons 'Mersey' or 'Bolton' brands Bessemer steel rails, with proportionate quantity
of fish4ointa, at the following rates:-

" Per ton of 2,240 pounds-Bessenier steel raifs and fish-plates at £10 103. Od. sterling ;
iron bolta and nuts at £19 10s. Od. sterling.

"The undersigned are ready to enter into contract for the manufacture and delivery of
the above rails and fastenings, or no much thereof as may be required, and will satisfy the
Minister of Publie Works as to their ability to complete the contract. We would also tender
for delivery cf the above at some good port in Vancouver Island, B.C.:

"Bessemer steel ihail, at........,..... ................. £13 5 3 sterling.
Fish-bolts, at......................................................... 22 5 3 do.

"COOPER, FAIRMAN & CO.,
" Montreal.
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CONTRACTS Nos. 6-11.

"(Form of Tender.)

"PUBLIC WORKS oF CANADA.

UTENDER FOR FISH-JOINTED BESSEMER STEEL RAILS.

" The undersigned hereby tender to deliver on the wharf, at Duluth or Thunder Bay,
<during the season of navigation, in the year 1875, in accordance with the annexed specification

and conditions, five to ten thousand tons, brand 'Mersey Steel and Iron Co.,' Bestemer stoel

rails, with proportionate quantity of fish-jointa, at the following rates:-

" Per ton of 2,240 pounds-Bessemer steel rails and fish-plates at £12 6s Od sterling ; iron

bolts and nuts at $107 currency.
" The undersigned are ready to enter into contract for the manufacture and delivery of

the above rails and fastenings, or so much thereof as may be required, and will satisfy the.
Minister of Public Works as to their ability to complete the contract, We would also tender

for delivery at French River, at a reduction of two shillings per ton on ab.ove prices, any
wharfage or harbour duos on ports, payable by Government.

"COOPER, FAIRMAN & CO,
" Montreal."

" (Form of Tender.)

"PUBLIC WORKS OF CANADA.

4 TENDER FOR FISH-JOINTED BESsEMER STEEL RAILS.

"'The untersigned hereby tender to deliver on the wharf, at Montreal, during the season

of navigation, in the year 1875, in accordance with the annexed specification and conditions,

vye to ten thousand tons Bessemer steel rails, with proportionate quantity of fish joints, at the

following rates:-
"Per ton of 2,240 pounda--Bessemer steel rails and fiah-plates at £1 3s. Od. sterling i

iron bolta and nuts at $101 ourrency.
" The undersigned are ready to enter i ito contract for the manufacture and delivery of

the above rails and fastenings, or so much thereof as may be required, and will satisfy the

Minister of Public Works as to their ability to compi ite contract.
"The Mersey Steel and Iron Co.,

"of Liverpool.

" Per COOPER & FAIRMAN, A gent*,
"Montreal.

"TENDER FOR STEEL RAILS.

"13 AND 15 HOSPITAL STREET,

" MNTREAI, 10th Nov., 1874.

" DEAR SIR,-We Leg, in the name of our principls, Messrs. The West Cumberland Iron

and Steel Co.(Limited),Workington, England, to submit ti you this our ten ter for supplying ive

thousand (5,000) tons of steel rails to the Dominion of Canada, in accordance with the term

Inentioned in your advertisement in the Montreal Herald dated Ottawa, 29th Sept., 1874.
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"TENDER.

"We offer to supply 5,000 tons of steel rails (new) at £11 sterling per ton, delivered on the
wharf, at Montreal, during the season of navigation of the year 1875, the last delivery not to
be later than October, 1875.

We beg herewith to hand you an original letter received from the West Cumberland Iron
and Steel Co., by which you will see that this firm have, during the past year, supplied upwards
of twenty thousand (20,000) tons of steel rails to the principal railway companies of Great
Britain.

"We are, dear Sir,
"Yours truly,

"COX & GREEN.
,«F. BRAUN, Esq., Secretary,

" Public Works Department,
" Ottawa."

" (Form of Tender.)

"PUBLIC WORKS OF CANADA.

"'TENDER FOR FISH-JOINTED BESSEMER STEEL RAILS.

"The undersigned hereby tender to deliver on the wharf, at Montreal, during the seawn
of navigation, in the year 1875, in accordance with the annexed speoification and conditions,
five thousand tons of Bessemer steel rails, with proportionate quantity of fisb-joints, at the
following rates:-

" Per ton of 2,240 pounds---Besaemer steel rails and fish.plates at £11 Os. Od. sterling ;
iron bolta and nuts at- .

"The un lersigned are ready to enter into contract for the manufacture and delivery of
the above rails and fastenings, or so much thereof as may be required, and will satisfy the
Minieter of Public Works as to their ability to complete the contract.

"For West Cumberland Steel and Iron Co.,
"COX & GREEN,

"13 and 15 Hospital Street,
i Montreal.*

« (Form of Tender.)

"PUBLIC WORKS OF CANADA.

ITENDER POR FISH-JOINTED BESSEMER STEEL RAILS.

" The underhigned hereby tenders to deliver on the wharf, at Montreal, during the season
of navigation, in the year 1875, in accordance with the annexed specification and conditions,
fire thousand tons Bessemer steal rails, with proportionate quantity of fish-joints, et the follow-
ing rates:-

" Per ton of 2,240 pounds -Bessemer steel rails and fish-plates at £11 5s.; iron bolts and
ats at £24 2s. Od.
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CONTRACTS Nos. 6-11.

" The underaigned are ready to enter into contract for the manufacture and delivery of
the above rails and fastenings, or go much thereof as may be required, and will satisfy the
Mjnister of Public Works as to their ability to complete the contract.

"For the Aberdare Co.,
"THIOS. REYNOLDS, Jus.,

"A gen4, London, E.C.
* CANADA ADDRIESS:-

"St. Lawrence and Ottawa Railway Co's. Office,
"Ottawa, Canada."

"MOTREA., 14th Nov., 1874.

"DEAR SRy-I beg to offer you five thousand (5,000) tons of flanged steel rails, to approved
sIpecification and section, at ten pounds five shillings (£10 5s.) sterling per ton, net cash,
against bills of lading, delivered at Liverpool, during the summer of next year.

"I am, dear Sir,
"Yours, &c.,

" JAS. CRAWFORD.
"The above rails will be manufaotured by the Mersey Iron and Steel Co.

41 Hon. A. MAoKENz1B,

Commissioner of Public Worka,
" Ottawa."

The tenders above set out include those of the successful parties,
-and those which, in our opinion, are material in order to understand the
action which was finally taken by the Department. The others are not
further referred to in our report. They are printed in full in the return to
the House of Commons of the Cth April, 1876. We omit such portions of
the correspondence, as have no bearinglon the contracts now under con-
-sideration. This correspondence is also printed in full, in the above men-
tioned return to the House of Commons.

We now proceed to take up seriatim the six contracts which embrace
the supply of 50,000 tons of rails, numbered respectively 6, 7, 8, 9, 10 and
11, and we deal with them in this order:-

CONTRACT No. 6.

Steel Rails.

By this contract, dated 23rd December, 1874, George Thomas Clark,
trading under the name and firm of Guest & Co., undertook to manufactur
and deliver at Montreal 5,000 tons of steel rails, on or before the 1st of
October, 1875, receiving therefor $54 per ton; and an additional 5,000 tons

<om or before lst July, 1876, receiving therefor $55.24 per ton; and also a
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proportionate quantity of fish-plates and bolts and nuts, receiving per ton
for the fish-plates, the same price as for rails; and for bolts and nuts, $93.25.

The tender upon which the contract was awarded is set out above,
and it will be seen that it contains offers for distinct quantities at different
prices. The schedule hereinbefore mentioned as having been pre-
pared by Mr. Fleming, and dated two days after the opening of the
tenders, omits to state the particulars of this one as far as it relates to the
terms finally accepted by the Government-namely, for delivery at Mon-
treal. Mr. Fleming's special report of 1877 describes the contract as having
been made for 10,000 tons at $54.62. That conveys a correct idea of the
pecuniary results, but it is not in accordance with the terms of the contract
itself, or of tenders on which the contract was based. The tender offers
5,000 tons at $54, and an additional lot of 5,000 tons at $55.24. The pro-
posal in this shape would, in a fair competition, other things being equal,
secure to the party making it a sale of 5,000 tons against any other offer at
a price above $54 (for example, at $54.10) ; but if treated, as was finally
done, as an offer of 10,000 tons at $54.62, it would let in that offer at $54.10,
and Messrs. Guest & Co. would lose the sale as against it. Under that
treatment, Guest & Co., would in our opinion, have a just cause of complaint
because their tender was not interpreted according to its exact terms; or, if no
lower offer than $55.25 intervened, Messrs. Quest and Co. would, by that
tender, secure a sale of the whole 10,000 tons. At all events, for reasons of
their own, the Guest & Co. elected to take their chances on the offer in the-
shape in which it was sent, and we can see no good reason why it should be
treated as a tender for 10,000 tons at $54.62, particularly as that had the
effect of excluding three intervening tenderers, whose prices were lower than
that named for the additional lot of 5,000 tons, which Guest & Co. proposed
to supply at $55.24, and which was allotted to them. These intervening
offers were as follows:-

The Aberdare Co.. ........ ............................... $54 75
Rice, Lewis & Son ........... ........................ 55 00
John Fraser.................................................. 55 17

At the time of opening the tenders and awarding the contract, Mr.
Thomas Reynolds, engineer, representing the Aberdare Conpany and the
Ebbw Vale Company, as well as Mr. H. A. V. Post, of the firm of Perkins,
Livingston, Post & Co., representing Messrs. Guest & Co., were at Ottawa.
'here is no evidence that the Aberdare Company was not a satisfactory
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fIrm to deal with, or that they refused to carry out their offer. The con.
tract was awarded by the following letter -

"OmrÂw.A lat Dec., 1874.

"Sm,-The tender made on the 14th ultimo by Messrs. Perkins, Livingston, Post & Co., on
behalf of Messrs. Guest & Co., Dowlais, Wales, for the supply of 10,000 tons of steel rails, with

the bolts and nuts required for that quantity of rails, having been accepted, I am directed to-
4ed you the enclosed draft articles of agreement (in triplicate), and to request you to be kind
'8IOugh to have them executed by Messrs. Ouest & Co., and to then return them to me.

I I have, &c.,

"F. BRAUN,

"Il. A. V. PoST, Esq.,
"Russell louse, Ottawa."

The result of the decision here communicated is to pay a price, for the
second lot of 5,000 tons covered by this contract, higher than that asked by
Other tenderers. On the item of rails the extra price amounts to $2,450, but
this sum was not entirely lost. A portion of it was saved because
Quest & Co. had named for bolts and nuts a lower price than that proposed
by the Aberdare Co., the firm who had made the lowest offer of the three
excluded tenderers. The offer of the first lot of 5,000 tons in the tender of
Gruest & Co. was $54, and was available without accepting the higher-
Priced additional lot. It could have been accepted together with the 5,01)0
tous offered by the Aberdare Co. at $54.75; this would have made the aver-
age for the 10,000 tons of rails, $54.37J instead of $54.62.

In order to understand the transaction which took place, it is not,
necessary to do more than compare the offer of the Aberdare Co. for 5,000
tons, with that of Guest & Co. for the additional or second lot of 5,000 tons,
klasmuch as the lower-priced lot ot 5,000 tons would be accepted irrespective
'Of these.

Comparative Statement.
Guest and Co.,-

5,030 tons rails @ $55.54...............................,.............. $270,200 0»
lalf the quantity delivered

under contract 6 with 192tons fish-plates, $55.24.. 10,606 08
10,000 tons of rails, say:- 42 "bolts & nuts @ $93.29 3,918 18

Total ............... ............. $290,724 26
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Aberdare Co:-

5,000 tons rails @ $54.75.......................... $273,750 00
192 " fish-plates @ $54.75................. 10,512 00
42 " bolts and nuts @ $117.41.......... 4,931 22

Total ............................. $289,193 22

Loss................................ $1,501 04

Upon the evidence we do not discover any grounds for this preference
of Messrs. Q-uest & Co., and we conclude that in obtaining this contract,
the contractors got an undue advantage, and that at the time of awarding
it, the Department had an opportanity of procuring the articles provided
by this contract at a lower price than was given. The evidence does not
disclose the reason for paying the higher price.

The contract has been fulfilled, and the following amounts were paid
,on account of it :-

30th June, 1875...................... $281,524 57
30th June, 1876 .................................... 291,887 02

Total................................. $576,411 59

By a subsequent arrangement some of the rails covered by this contract
were transferred to the Intercolonial Railway, and the account of the Pacifie
Railway was credited accordingly.

CONTRACT No. 7.

Steel Rails.

By this contract, dated 9th of February, 1875, the Ebbw Vale Steel,
Iron & Coal Company, undertook to make and deliver at Montreal, during
the season of navigation in 1875, 5,000 tons of steel rails, with the propor-
tionate quantity of fish-plates, bolts and nuts, receiving therefor per ton for
rails and fish-plates £11 stg., equal to $53.53, and for bolts and nuts
£2. 2s 6d., equal to $117.41. The report of the Chief Engineer, dated
19th of November, 1874, on the tenders received, as well as the tenders
themselves, both hereinbefore set out, show that the tender of this
firm was one of the two lowest received, and was at the rates above
specified The acceptance of the tender was communicated by the follow-
ing letter to Mr. Reynolds who was the agent of the contractors:
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"OTTAW, 3rd December, 1874.
"Si,-The tender of the Ebbw Vale Steel, Iron and ('oal Company (Limited) encosed

in your letter of the 16th ult., for the supply of five thousand tons steel rails, &c,, having been
accepted, I am directed to request that the accompanying contract in triplicate be forwarded
to the company for execution, and that it be returned here for co'mpletion.

"I have, &o.,
"F. BRAUN,

« THoMAs REYNOLDS, Esq., "Secretary.

" Engineer,
" Ottawa."

We find that in obtaining this contract the contractors got no undue
advantage, and that in awarding it the Department purchased the material
Covered by it at the lowest available offer.

It has been fulfilled, and the following paynients were made on ac-
count of it:-

To 30th June, 1876..................... $281,117 21
Subsequently some of the material included in this contract was trans-

ferred to the Intercolonial Railway, and the account of the Pacific Railway
Was credited accordingly.

CONTEACT No. 8.

Steel Rails.

By this contract, dated 14th January, 1875, the Mersey Steel and Iron
Company undertook to make and deliver at Montreal, half before the lst
October, 1875, and the balance before the lst July, 1876, 20,000 tons of
steel rails, with the proportionate quantity of fish-plates, receiving therefor
£11 3s. sterling, equal to $54.26 per ton.

The Mersey Steel & Iron Company did not tender for so large a quan-
tity as is provided for in this contract. Their tender was for froin 5,000 to
10,000 tons at the price above named, and also for bolts and nuts at $101.
It was signed in their name by Messrs. Cooper, Fairman & Co., who de.
sEribed themselves as their agents. This firin of Cooper, Fairman & Co.
Were also tenderers 'in their own naines for from 5,000 to 10,000 tons,
Mersey or Bolton brands, the rails to be delivered at Liverpool at £10 10s.
Sterling, with bolts and nuts at £19 10s. sterling, offering at the same time
to deliver the same at Vancouver Island at the following rates:-

Rails at...................................... £13 5 3 sterling.
Fish-bolts at.................................. 22 5 8 "
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Messrs. Cooper, Fairman & Co. were also tenderers for from 5,000 to
10,000 tons of the Mersey Steel and Iron Company's brand of rails, to be
delivered at Duluth or Thunder Bay, at £12 6s. sterling per ton, with bolts
and nuts at $107 per ton, and accompanying this effer was one to deliver
at French River at two shillings less per ton than the above prices.

The tender made by the Mersey Company reached the Department in
an envelope by itself ; the tender by Messrs. Cooper, Fairman & Co. in an-
other. The following letter was written by the Secretary of the Depart-
ment:-

"OTTAWA, 2nd December, 1874.
"GENTL.BMEN,-The tenders yon have made on behalf of ' The Mersey Steel and Iron

,Company ' of Liverpool, for the supply of steel rails, &c., having been accepted, I am
directed to send you the enclosed draft articles of agreement, and to request you to have the
kindness to have them executed by the Company, and to then return them ta me.

"I have, &c.,
"F. BRAUN,

"Messrs. CooPER, FAIRMAN & Co., "Secretary."
" Agents, MoLtreal,"

This notification is made as if Cooper, Fairman & Co. had made more
than one tender on behalf of the Mersey Steel & Iron Company, which was
not the fact. In this and in many other instances, throughout the contracts
concerning steel rails and bolts and nuts and transportations, it appears
that an understanding existed from time to time between this firm and the
Department of Public Works, beyond that which is conveyed by letters or
papers on record. The tenders above set out as made by Messrs. Cooper,
Fairman & Co., relate to delivery at Duluth, Thunder Bay, French River,
Liverpool and Vancouver, none of them being named in the advertisement
as places at which delivery would be accepted. After the tenders were
Teceived, Mr. Fleming describes the effect of some of these tenders in his
achedule of the 19th November, as if it was then expected that the Depart-
ment would entertain them, though no competition had been invited
except for delivery at Montreal. There was, in fact, not more than one
tender in the name of the Mersey Company. The other tenders were by
Messers. Cooper, Fairman & Co., in their own name, and were not for
<delivery at Montreal.

The proceedings which followed this notification of 2nd December,
show that it was thereby intimated that not only the offer made in the
name of the Mersey Co., for 10,000 tons to be delivered at Montreal, but also
the offer of Cooper, Fairman & Co. for an additional 10,000 tons with a
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CONTRAÇTS No. 8. 9

price for delivery at Duluth and French River, was accepted, though no
competition had been invited for the points thus named by Messrs. Cooper,
Fairman & Co., and though Messrs. Perkins, Livingston, Post & Co. had
mraade an offer for delivery at the same points, lower than that of Messra.
Cooper, Fairman & Co.'s tender.

Mr. Fleming's schedule of 19th November, 1874, stated the following
as the result of the offers for delivery on western lakes:

Contractor. Tons. Thunder Duluth.Bay.

$ ets. $ cts.
Post & Co..................................................................... .5,000 .................. 58 16

do ............................................................................ 5 000 .................. 59 40

Cooper, Fairman & Co........................................................ 10,000 59 86 ..............

This gives the idea that they did not compete on deliveries at both
places, but they did, and the substance of their respective offers was as
follows:

Contractor. Tons. Thunder Duluth.Bay.

$ ets. $ ets.

Post & Co ................... .... .................................................... 5,000 58 41 58 16

do ................................................. 5,000 60 15 59 40

.Cooper, Fairman & Co..................................... ..................... 10,000 59 60 59 60

Thus the tenders before the Department at that time showed that Post
& Co. offered 10,000 tons at Duluth, or 5,000 tons at Duluth and 5,000 tons
at Thunder Bay, at prices lower than those named by Messrs. Cooper,
Fairman & Co.

It was decided to take 10,000 tons for delivery on the western lakes,
though no competition was invited at such ports, and to award the supPIY
-of them at the higher prices of Messrs. Cooper, Fairman & Co's. tender. A
contract was prepared in the name of the Mersey Company for both lots of

10,000 each, one to be delivered at Montreal, and the other on the western
lakes. The Mersey Company declined to contract for delivery on the lakes,
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and retained the right to deliver the 20,000 tons at Montreal. This led to
the necessity of a new contract for transportation the following year, and
competition was invited for it by advertisement. Then, after the opening of
the tenders, Messrs. Cooper, Fairman & Co. interfered, and, without having
taken part in that competition, claimed that in consequence of the accept-
ance of their offer in this case, they were entitled to the contract for trans-
portation of these rails from Montreal to the western lakes, and it was
given to their nominee (see contract 20).

Mr. Trudeau testified to the loss which had been sustained in conse-
quence of accepting the offer of Cooper, Fairman & Co. in this case, as
notified by Mr. Braun as aforesaid, instead of the lower one of Messrs.
Perkins, Livingston, Post & Co.

Mr. Trudeau stated that the acceptance of the lower offer of Post & Co.
would have saved upon the 10,000 tons covered by their tender, $12,400 if
delivered at Duluth, and $4,900 at Fort William.

As a fact about 5,349 tons of rails and accessories were delivered at
Duluth, and about 5,477 tons at Fort William, upon which, at the rates
stated by Mr. Trudeau, the loss would be over $9,000.

A contract was prepared for execution on the basis of the two tenders
above mentioned and accepted by Mr. Braun's letter of 2nd December,
1874, and it was expected to be executed by the Mersey Company.

The following two letters are the next on record between the Depart-
inent and this firn concerning this contract :-

" GREY NUNS' BLOCK, 42 AND 41, FOUNDLING STREET,
" MNTREAL, Dec. 4th, 1874.

"Our Mr. Fairman leaves here for England, via New York, Monday afternoon : and before

going we would like to know if you would accept delivery of rails west, and at what points.
By knowing this we may be al le to reduce the pressure on the Montreal freight market by
sending a portion viM New York, and thus get a more speedy delivery. An early reply will
oblige.

"COOPER, FAIRMAN & CO.
dHonourable A. MAUKNZIE,

" Ottawa."

"OrrwA, 5th December, 1874.
4-GENTLEMEN.-With reference to your letter of the 4th inst. relative to the delivery of

steel rails, I am to state that the Department is not prepared to specify the quantities to be,
delivered at each of the porta mentioned in the contract of the Mersey Steel & Iron Co., but
that it is not intended to receive any via New York.
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"It may, however, be decided to have 'some of them delivered at an English port, in
'Which case due notice will be given in time.

I have, &c.,
". BRAUN,

" Secretary.
~' eas~. OOPR, AIRAN& Co.,

"Montreal."

The document evidencing the present contract was not the one first
Prepared. That was based upon the acceptance of the two tenders above
rfentioned; it is not forthcoming, and never reached the Department after
it was sent to Messrs. Cooper, Fairman & Co. with the letter of the 2nd
December above mentioned. The subsequent letter of Mr. Braun above
set out, and dated the 5th December, 1874, makes it clear that that contract
Which had been forwarded for execution included delivery of rails at ports
01i the western lakes.

On the 4th January, 1875, the following message reached the De-
Partment:

"O-AWA, January 4th, 1875.

, ly Telegraph from Montreal.
"Mersey Co. have signed tender delivered only at Montreal. Cannot now deliver west.

-Above received by cable.
"AGENTS MERSEY CO.

' lion. A. MAOKaNZIR."

This communication in effect informs the Department, that the tender
for delivery at western ports was not made on behalf of the Mersey Com-
Pany, and that that firm had declined to adopt it. The contract which had
been prepared as above mentioned for execution by the Mersey Company,
and enclosed to Messrs. Cooper, Fairman & Co., on the apparent under-
Standing that they were authorized agents for these contractors, and with
the intention that it should be executed in England, including in its terms
as aforesaid, delivery at ports on the western lakes, and the supply of bolts
ald nuts, as well as rails and fish-plates, was evidently not returned..
According to the above-mentioned letter of 4th December, 1874, Mr. Fair-
ian, of Cooper, Fairman & Co., intended to leave Montreal for England,
ad in his evidence before us he stated that he was in England, and heard

from1 the President of the Company that they would not execute the c0-
tract as sent to them; but he knew of no authority from the Governelt
Which permitted a new one to be executed in a different shape. A coltract
different in substance from that which was sent to Messrs. Cooper, Fair-
raan & Co., on the 2nd December, was executed in England by the Mersey

13
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Company, and is the one now under consideration. By what authority the
change was made does not appear. When the substituted document
reached the Department, Mr. Fissiault discovered that it was different from
that which had been forwarded, and applied to Mr. Fleming on the subject.
The following is a memorandum which at the time he made and attached
to the contract

i REMARKS ON CONTRACT No. 4,538, OF THE 14TH JANUARY, 1875,- WITH THE MERSEY STEEL AND

" IRON CouP.Ny.

"lu the original draft prepared by me, there was a price for the delivery of rails at,
Duluth, and one for delivery at French River, also % price for iron bolta and nuts for each
delivery.

" The only price (£1l 3s.) in this contract received this day, is for rails delivered at Mon-
trea.-n, mention of delivering any portion at Duluth nor at French River.

" The boltis and nuts are also oMitted.
" Mr. Fleming, whom I have consulted ou this aayi, it makes no diference.

"IH. A. FISSIAULT.
"Y'eby 15tb, 1875."

The italics are Mr, Fissiault's.

The tenders which had been made in the name of the Mersey Company
by Messrs. Cooper, Fairman & Co., as their agents, and by this firm in their
own name, included bolts and nuts. The contract returned from England
was without them. Mr. Fairman, was a witness before us, and on this
point said that he had inserted the item " bolts and nuts " in the tender
made in the name of the Mersey Company, without any authority from
them. In March, 1875, the fact that this item had been in these tenders
was made a ground for the Department awarding the contract to Messrs.
Cooper, Fairman & Co. for bolts and nuts at the price given in this tender,
and without competition, although several others of the competing tenderers
had on a former occasion in November, 1874, made offers at much lower
prices for the saine articles. (See contract 30.)

We find that a tender made by Messrs. Cooper, Fairman & Co in their
own name, for delivery at pzoints other than those at which competition
had been invited, was accepted, and that its terms were included in a

proposed contract with the Mersey Company for 20,000 tons of rails; that
the Mersey Company refused to comply with these terms, and elected to
execute a contract for the rails alone, without the accessories named in the
tender on which the contract was based ; that the action of the Department
throughout the negoLial ions wiLh Cooper, Fairman & Co. concerning matters
connected with this contract, was calculated to give, and did give that firm
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n lindue advantage over other competitors in subsequent transactions;
that in obtaining this contract in its final shape, the contractors -the
ý4ersey Steel & Iron Co.-got no undue advantage, and that in awarding
it the Department purchased the material covered by it at the lowest avail-
able offer.

The contract was fulfilled, and the following sums have been paid on
it :__

To 30th June, 1875................................. $323,944 99
1876................................. 721,738 66
1877................................. 83,053 70

$1,128,787 85

By a subsequent arrangezent.,s9me of the i'aUis included in this con-
trt were transferred to the Intercolonial Railway+.and 'the account of the
Pacific Railway was credited-accordingly.

CONTRACTs Nos. 9 AND 10.

Steel Rails.

This contract, dated 6th April, 1875, is the result of two distinct bar-
Rains between the contractors and the Government. The first is concerning
5,000 tons of rails, &c., and was numbered 9; the second was for an
agi4 tiOnal loi of 5,000 tons, and the contract, as executed, embodied the
terrgs upon which both lots were purchased. It is referred to in the books
of the Department as contracts 9 and 10. By it the West Cumberland Iron
and Steel Co. (Limited), undertook to make and deliver 10,000 tons of steel
"ails with the proportionate quantity of fish-plates, bolts and nuts, of which

tons of rails, etc., were to be delivered in Montreal at £11 sterling,
eqal to $53.53 per ton for rails and plates, and £20 sterling, equal to
9733 per ton for bolts and iuts, and the residue of 5,000 tons of rails, etc.,

free on board in England, at £10 sterlihg, equal to $48.67 per ton, for rails
an plates, and.£19 sterling, equal to $92.48 per ton. for bolts and nuts.

he first arrangement was the acceptance of the tender sent in by the con-
tractors in the November competition. It was one of the two lowest, and
1 amrled £11 sterling as the price for rails and fish-plates, but omitted to give
a price for bolts and nuts. This was afterwards fixed by correspondence.
A&fter the decision to accept the tender, the followinr corresp .aUnce touk
Place :
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"OTTAWA, 20th November, 1874.

"Telegran to Jlessrs. Cox & Green, 13 Hospital Street, Montreal.

"Tender to supply five thousand tons of steel rails accepted. Contract, based on
printed specification issued by this Depîrtment date i October 3rd, will be made with your

principalh.
"T. TRUDEAU,

I Deputy Minister of Public Works."

"13 Aso 15 HOSPITAL STRUET,

" MONTREAL, 20th November, 1874.

" DRAR Sir,-We have the houoar to acknowledge your telegram of this day: ' Tender to
supp'y five thousand tons of steel rails accepted. Contract, based on printed specfication
issued by this Department, dated October 3rd, will be made with your principals.'

" We presume you are kindly sending us copies of the specification you mention, on
receipt of which we shall have the matter put into pmper shape.

"Awaiting your valued favours, ,
"We are, dear Sir,

"Your obedient servants,
" COX & GREEN.

"T. TRUDEAt, Esq.,
" Deputy Commissioner Public Vorks,

4 Otaca."

"OTTwA, 25th November, 1874.

'GENTI.EMEN,-As in the tender younade- on the 1i0tbingt. in behalfof the West Cumber-
land Iron and Steel Co. (Limited), for the supply of 5,000 tons of steel rails, you omitted to
state the price the Company would charge for furnishing the bolta and nuts required for that

quantity of rails, 1 am direetei -to ask you to be. good enough to now give that informa
tion,

" I have, &c.,
"F. BRAUNI

" Secretary.
"Messrs. Cox & GasN,

"Hospital Street, Montreal.."

"OrrawA, 5th December, 1874.

" GmNTLEMaN,-The tender of the Weat Cumberland trou ad Steel Company (Limited)
for the supply of -stee rails having been accepted, I have to send to you herewith for
execution by said Company the-draft of contract for same in triplicate, whicl you will b.
pleased to return here as early as convenient for completion.

" I have, &c.,

" F. BRAUN,
" Secretary.

"Messrs. Cox Gasax,
" Montreal."
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CONTRACTS Nos. 9-10.

Shortly after awarding this contract an offer was made on the part of
the Government to increase the quantity to be supplied by these tenderers,
which offer was declined. Subsequently, however, on the 18th December,
1874, Messrs. Coi & Green made an offer to supply 5,000 tons more at the
axne price as mentioned in their original tender, concerning which the fol-

lowing correspondence took place:-
d13 AND 15 IIOSPITAL STREET,

"MNTREAL, 7ecember lâtb, 1874.
"DuAR SiR, -We are to-day in receipt of a cable communication from West Cumberland

tron and Steel Company (Limited), informing us that taking into consideration the favourable

terms of payment, they are prepared to increase the quantity of steel rails which they are
"ontracting to deliver from 5,000 tons [as the quantity now stands to (10,000) ton thousand
tons. We would remind you that our price is the lowest of any, viz.: (£11 Os. Od.) eleven
pOunds sterling per ton delivered in Montreal. We would now, therefore, respectfully re-
9lest that you would bring the proposition to the notice of the Minister of Public Works,
*dlling his particular attention to the very low price of the rails.

"Soliciting the favour o a reply,
" We are, dear Sir,

"Your obedient servant.,
"COX & GREEN.

diF. BRAUN, Eeq., Secretary,
4 Publie Works Department,

"Ottawa."
OMONTaNAL TLEGAP Co.,

" OrrAwA, December 21st, 1874-
"lBy Telegraph from Montreal to T. Trudeau, Public Works.

"Seo our letter 18th December to Mr. Braun, offering five thousand tons more rails if

Wanted ; reply qick, as a railroad is in treaty. I & GREEN."

"OTTWA, 22nd December, 1874.

Telegram to Cox & Green, Montreal.

"No furtber steel rails wanted. Thanks.
" F. BRAUN,

" Secretary."

"OTrIwA, 5th January, 1875.
'GENTLEMEN-The Minister of Public Works having reconsldered your offer on behalf of

the West Cumberland Iron and Steel Company (Limited) of Workington, to supply 5,000
tons Of steel rails in addition to the quantity stipulated in tkeir contract at £10 (ten pound)
sterling per ton, and on the terms and conditions of their said contract f. o. b. at Working-
ton, I arn to inform you that said oTer is ac:sep'el, ani to req'iest you will advise the Con-ý

Pany accordingly.
" I have, &c,

"F. BRAUN,

"]4esars. Cox & GEEN,Scretay

" Montreal."



CON TRACTS.

A ccompanying the original tender of this Company, a letter dated 23rd
October, 1874, from the Secretary to Messrs. Cox & Green, the agents at
Montreal, was sent to the Department. This letter named £10 sterling a$
a price at Workington, or £11 sterling at Montreal ; and it seems to have
been considered that their offer of December 18th, 1874, might be treated as
still continuing this alternative. Mr. Mackenzie, in his evidence, stated
that about the time of accepting this last offer it was considered expedient
to procure some rails for delivery in Vancouver, and the fact that the terins
of the new offer by these contractors on the 1Sth December was accepted o1
the condition that the delivery should not be made in Montreal as proposed
by their agents, Messrs. Cox & Green, but at Workington, in England, a0
mentioned in Mr. Braun's letter of the 15th of January, 1875, indicates, that
it was at that time intended, that this second purchase from the West Cur-
berland Co., should go toVancouver. The following letter was subsequentY
written by the Secretary of the Department -

" OrTAwA, 4th March, 1875.
"G ENTLEEN,-A new contract with the West Cumberland Iron and Steel CO. being re-

quired for the supply of 5,000 tons steel rails, &c., it has been determined to amalgamate Lbe
saire w.'th the contract executed by the Company on the 2nd February instant, for the firse
5000 tons.

" The accompanying draft has been prepared accordingly and is endorsed for executioO-
You wili remark that the price per ton for bolts and nuts does not cover duty.

"The first contract in triplicate is returned herewith.
"I have, &o.

F. BRAUN',
"Sercetary.

"Messrs. Cox & GREEN."

" Montreal."

The contract was executed. The delivery of 5,000 tons to be at Mon-
treal, and of 5,000 at Workington. Subsequently the Department proposed
to change these terms, as shown by the following correspondence:-

" OrTÂW, April 20th, 1875."
"Would West Cumberland Company, deliver the whole ten thousand tons rails at Mo'

trerl at eleven, and bolte and nuts at twenty pounds, sterling.
F. BRAUN,

"Secretary.

"Montreal."
"13 & 15, IIOSPITAL STREET,

MONTREAL, 20th April, 1875.
" DEAR Sir,--We have your telegram of to-day and copy enclosed.

" The first five thousand tons have already or are about being shippeil. We bave no doubt
the Company could sen1 the other fite thousand also, and we dare say can arrange to deliver

198



CONTRACTS Nos. 9-10.

them ta you here. Adding one pound sterling to the price you have agreed to pay them
delivered in England, we will lay the matter before them by mail leaving here next Friday,
the 23rd inst, and when their reply reaches us we shall have the honour of communicating it
to you.

"'We are your obedient servante,
COX & GREEN.

"F. BnA uN, Esq., Secretary,
" Public Works Department,

" Ottawa."

The evidence shows that in obtaining this contract (nunbered 9 and 10)
the contractors obtained no undue advantage, and in awarding it the Depart-
ment bought the material covered by it at a price as low as that for which
it could have been then obtained from any other source.

It was finally arranged that the delivery should be made in Canada,
and the contract was fulfilled. The following sums were paid on the
contract:-

To 30th June, 1875............................... $230,645 14.
To 30th June, 1876...... ........................ 147,284 99.
To 30th June, 1877..... ........... ...... 186,145 73.

Total.................................. . $564,075 86.

By a subsequent arrangement some of the rails included in this con-
tract were transferred to the Intercolonial Railway, and the account of the
Pacifie Railway was credited accordingly.

CONTRACT No. 11.

Sieel Rails.

By this contract, dated 9th February, 1875, a firm, composed of persons
whose names are not given, using the style and firm of Naylor, Benzon &
Co., undertook to supply five thonsand tons of rails, with the proportionate
quantity of fish-plates, free on board, at Liverpool, receiving therefor
£10 10s. per ton, deliverable as follows: 2,500 to 3,000 tons in March or
-April, 1875 ; the remainder in May, 1875.

This contract was the result of offers by Messrs. Cooper, Fairman & Co.'
without competition. The tenders which reached the De-

partment in answer to the advertisement issued on this occasion, and

which had invited offers for delivery only at Montreal, were accompanied

by two for delivery at Liverpool, one from James Crawford at £10 5s. ster-
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ling per ton, and one from Messrs. Cooper,' Fairman & Co. at £10 10s. The
latter tender contained also the only offer for delivery at Vancouver, which
was at £13 5s. 3d. sterling.

Before the time named for receipt of tenders, the following correspon-
dence passed between the Department and a Mr. Justice: -

" PHILADELPHIA, 23rd October, 1874.
"DEAR SIR,-In making tenders for 'steel rails,' you require deliveries t be made at

Montreal.
" I write to ascertain if tenders would be received for rails to be delivered at Liverpoo

and all matters of freight and insurance would then be in your hands. This course would
bring out greater competition in way of bids, thus reducing prices.

" Yours truly,
"PHILIP S. JUSTICE.

F. BnAUN, Esq., Secretary,
" Public Works Department,

" Ottawa, Canada."

" OmTwA, 27th October, 1874.
" SIR,-In reply to the enquiry made in your communication of the 23rd instant as to

whether the Department would accept tenders for steel rails delivered at Liverpool, England,
&c., I beg to inform you that no such tenders would be accepted. In addition to the place
mentioned in the specification for delivery, the Department would have no objection to
tenders for delivery on Georgian Bay, Lake Huron, or Duluth and Thunder Bay, Lake
Superior.

"I have, &c.,
"F. BRAUN,

" PuIrI S. JUSTIcE, Esq., Secretary.

"No. 14 North Fifth Street,
Philadelphia, Pa., U.S.

Although the Department had requested no competition for delivery
in England for Vancouver, nevertheless, after the opening of the tenders,
Mr. Fleming, on the 19th November, 1874, thought it proper, in his report,
to submit the substance of the one for Vancouver, made by Messrs. Cooper,
Fairman & Co.

After consideration of the different tenders, the notification of the
acceptance of some of them took place at the dates and for the quantities
below mentioned

Nov- 20th, to Cox & Green, 5,000 tons at.......... $53 53
Dec. lst, H. A. F. Post, 10,000 tons (at average).. 54 62
Dec. 2nd, Cooper, Fairman & Co., 20,000 tons at. 54 26
Dec 4th, Thos. Reynolds, jun., 5,000 tons at...... 53 53
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This provided for 40,000 tons. The day following the last of these
nlotices, the following letter was written by the Secretary

OTTWA, 5th Deceinber, 1874.
"GENTLEMEN,--With reference to your letter of the 4th inet., relative to the delivery of

steel rails, I am to state that the Depârtment is not prepared to specify the quantities to be,
delivered at each of the ports mentioned in the contract of the Mersey St eel and Iron Com-
Pany, but that it is not intended to receive any vid New York.

"It may, however, be decided to bave some of therm delivered at an English port, in
which case due notice will be given in Lime.

"I have, &c.,
"F. BRAUN,

"&Scretary.
"Messrs. COoPER, FAinMAN & Co.,

"Montreal."

This is the first official record of an intention by the Department to,
Purchase rails for delivery at an English port. We cannot, from its language,
Understand whether it refers to the tender which bad been put in as afore-
said by Messrs. Cooper, Fairman & Co. in company with the regular tenders
for delivery at Montreal, and which mentions the same price as that which
Was subsequently given under this contract, or to the prospect of a subse-
quent negotiation by competition or otherwise. No one from the Depart-
Inent has been able in his evidence to state the grounds for the decision to.
Purchase in this case beyond what the records exhibit. We have attempted
to trace through these records the steps taken, or information obtained, by the
Department concerning rails to be delivered in England or in Vancouver.
On the 9th December, 1874, the Secretary wrote the following letter :-

" OTTAWA, 9th December, 1874.
"GENTLEMEN,-In reply to your communication of the 30th ult., asking if any more steel

rails would be required by the Government during the coming year in addition to those lately
purchased, I beg to inform you that should avy more be required, tenders wili be called for as
Previously done.

" have, &c',
"F. BRA UN,

" CI&rPus & GILLETT,

4e P. O. Box 3012, New York, U.S."

An offer was made by Cox & Green, of Montreal, the agents for the
West Cumberland Company, dated the 18th December, 1874, to suPPIY
5,000 tons beyond the quantity covered by their original tender. The
following correspondence will show the substance of that offer and how it
Was at first disposed of :-
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"13 AND 15 HOSPITAL STREETY
" MONTREAL, December 18th, 1874.

" DEAR SiR,-We are to-day in receipt of a cable communication from West Cumberland
Iron and Steel Company (Limited), informing us that taking into consideration the favourable

terms of payment, they are prepared to inorease the quantity of steel rails which they are

contracting to deliver from (5,000) five thousand tons, as the quantity now stands, to (10,000)
ten thousand tons. We would remind you that our price is the lowest of any, viz.; (£11.00)
eleven 1 ounds sterling per ton, delivered in Mon'real. We would now, therefore, respectfullY

request that you would bring the proposition to the notice of the Minister of Public Works,
calling his particular attention to the very low price or the raili.

"So'iciting the favour of a rep'y,
"We are, dear Sir,

"Your obedient servant@,
"COX & GREEN.

"F. BaAuN, Esq., Secretary,
"Public Works Department,

4Ottawa."

"MONTErAI. TELEGRAP Co.,
"OTTAWA, December 21st, 1874.

"By Telegraph from Montreal to T. Trudeau, Public Work,.

"Seo our letter 18th December to Mr. Braun, offering five thousand tons more rails if

wanted ; reply quickly, as a railroad is in treaty.
"COX & GREEN."

"OTTAwA, 22nd December, 1874.

"Telegram tp Cox & Green, Montreal.
"No further steel rails wanted. Thanka.

"F. BRAUN,
I Secretary."

This refusal seems to us iot to be in accord with the intention of the

Department suggested to Messrs. Cooper, Fairman & Co., on the 5th Decein-

ber, at which time Mr. Braun, in the letter above mentioned, had used thiS

language to them:-

" It may, however, be decided to have some of them delivered at an English port."

For, if rails were required at Vancouver, it was hardly expedient to refuse
5,000 tons at the price named by the West Cumberland Co., the lowest of
all tenderers, especially as it was understood that their offer was meant to

give the alternative of £11 sterling at Montreal, or £10 sterling at an

English port.

A fter this refusal on the 22nd December, 1874, of the offer made on be-

half of the West Cumberland Co., the next recorded correspondence on the

subject of a further supply of rails is the following, which opens a fortnight
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after the letter of Mr. Braun; informing Messrs. Cooper, Fairman & Co. that
some might be taken at an English port

"MoNTREAr, 29th December, 1874.

SDEAR Sra,-I have just received a cab'e message through Mr. Fairman, on behalf of the

makers, offering 6,400 best Bessemer steel rails-additional at £10 10s. Od. f. o. b. Liverpool-

subject to reply upon Thursday. Should you be able to take this extra lot, I will secure them

at once, as the prices will probably advance after New Year. The writer will wait upon you in

the morning at the station with rererence to this offer.
"Your obedient servant,

" JAMES COOPER.
lion. A. MAcKiNZIE.

Between this date and the next letter, as we judge from the contents of

the latter, some one, acting for the Department, had informed the firm of

Messrs. Cooper, Fairman & Co., that 10,000 tons would be required at

Liverpool

MoNTREAi., 4th January, 1875.

"DEAR SiR,-We received cable mess age advising that the Mersey Co. have signed tender

for delivery in Montreal only. With reference to the 10,000 tons required f. o. b. Liverpool,

by taking immediate action by cable, we can probably arrange it, the original tender being

all for shipment here. To facilitate matters, we would be glad to have jour instructions with

reference to this, and the delivery at Vancouver Island. We ca probably secure freight at

£2 per ton, althoigh £2 10s. bas been asked. Upen receipt of your instructions, we willeable

for figures and make contract for delivery on the Pacific Coast. Waiting your early rep'y,

"We remain,
"Yours respectfully,

"COOPER, FAIRMAN & CO.,
"For MERSEY IRON STEEL Co.

"flon. A. MacEg'Nziis,
"Ottawa."

Messrs. Cooper, Fairman & Co. here refer to the 10,000 tons as if it had
been the subject f a previous conversation or communication, and plainly
propose to enter into a contract without competition, on their own terms,
not only as to rails, but as to freight.

On the next day the three following communications are recorded

"OTTAWA, 5th January, 1875.

"GENTLEMEN,-The Minister of Public Works having reconsidered your offer on behalf of
the West Cumberland Iron and Steel Co. (Limited), of Workington, to supply 5,000 tons Of

steel rails in addition to the quantity stipulated in their contradt, £10 (ten pounds) sterling

per ton, and on the terms and conditions of tl:i r said contract f.o.b. at WorkingtOn, I am to
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inform you that said offer is accepted, and te request you will advise the Company accord-
ingly.

"Ihave,&e,
"F. BRAUN,

" Secretary.

" Mesurs. Cox & GnBzN,

"Montreal."

'OTTAWA, 5th January, 1875.

"Si,-In reply to your communication of the 23rd uit., asking the probable destination

of the rails lately purchased by the Government, in order t3 enable you. to make offers for the

carriage of the ame, I beg te inform you that the p'ace of delivery will be Montreal and
Vancouver Island.

"I bave, &c.,
"F. BRAUN,

" Secretary.
",Jcon G. DA LE, Esq.,

"New York, U.S."

"OTTAwA, 5th January, 1875.
"Sir.,-In reply te your comnunication of the 29th ult., offering to supply 6,400 tous of

Bessemer steel rails at £10 l0s. f. o. b. at Liverpool, I beg te inform you that the Depart-

ment does not require any more.
'1 bave, &c,

" F. BRAUN,

4 4JAMEs COOPER. Esq."
"Montreal."

Two days after this the following acceptance of Messrs. Cooper, Fair-

nan's proposal was telegraphed:-
" OmTrwA, January 7th, 1875.

" Telegraph to Mlessrs. Cooper, Fairnan & Co., Montreal.

"If freight te British Columbia can be got at two pounds sterling, the Government will
take five thousand tons of steel rails, sbipped at any time. Delivery will be at Es.uimalt
Cowichan Bay or Nanaimo, at aIl of which places there are good facilities.

"F. BRAUN,
" ecretary."

After which the following correspondence took place:-

"MONTREAL, 13th January, 1875.

" DEAR SiR, In reply to telegram of the 7th instant, we beg te advise you that we bave

purchased on account of Dominion Government 5,000 tons Bessemer steel rails, at £10 103.

Od., f. o. b. Liverpool; cash againat billt of lading.

" We bave also contracted freights te Vancouver ports, viz.:-Equimalt, Cowichan Bay

and Nanaimo, at £2 59. Od. sterlivg per ton.
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" The Government assuming the responsibility of freight, &c., which is to say-to pay
shippers, makers not assuming delivery to Vancouver ports.

"Should you require the track bolta for this lot, we can arrange for them and include.

We are advised that steel rails are now held at £11 Os. Od. We would be glad to be favoured

With the address of your Bankers in England, to whom we suppose the bills of lading will

require to be presented to. Kindly confirm the contract as soon as possible to enable us ta

table reply, the necessary documents tc follow.
"Yours faithfully,

"COOPER, FAIRMAN & CO.

"Hon. A. MACKENZIE,

" Ottawa."

By this letter Messrs. Cooper, Fairman & Co. intimate that they expect
to close the transaction, by supplying the quantity named by Mr. Braun on

the 7th January, 1875, though it should cost more than had been men-

tioned by him as a condition on which the purchase would be effected.

Between the 14th and 18th January, 1875, inclusive, the following six
communications from this firm, to the Private Secretary of theMinister, are
amongst the records of the Department. There is no trace of his answers if
he gave any. The attention of the Deputy Minister was called to these
communications, but he was not able to say whether there had been any

answer.

Mr. Trudeau testified that it was the intention in the Department. that
any official letter written by the Private Secretary should be recorded, and
that it was not usual in negotiations concerning Departmental transac-
tions that correspondence should take place between tenderers or con-
tractors and the Private Secretary.

((Confldenlial.)

. " Copy of Cable received 13tk Janiuary, Cooper, Montreal.

"Rave bought Vancouver rails,. esh f. o. b. here, freights arranged; obliged to pay 45
shillings, obtain differences from Government; Government must assume responsibility,
freights and insurance; makers now asking eleven pounds."

This purports to be a cablegram to Mr. Cooper from his partner in
England.

"MoiramÂL TaLEGoAP Co,
" orrwA, 14th January, 1875.

"By Telegraph from Montreal Io Wm. Buckingham, Depariment of Public Works.
"Have cabled for positive information; belleve insurance included; will answer to-

Morrow.

"COOPER, FAIRMAN & Co.

205



"MONTRAL TELKGRAPIH CO,
" OTTAWA, 14th January, 1875.

"By Telegraph from Montreal Io Wm. Buckingham, Public Works Department.

"Governmenthave to pay freights at rates averaged 45 shillings to Vancouver ports ; the
makers not assuning delivery beyond Liverpool. I cabled to get freight at 40 shillings ; after

much labor succeeded in getting delivery at 45 shillings, being better than allowing rails to be
withdrawn. Rails now worth £11 Os. Cd., assuming difference meani acepting rates

arranged for, namely, 45 shillings per ton.
6 JAMES COOPER."

" MosTrAI., 15th January, 1857.

Wm. Buckingham, Esq., Ottawa:
" I)El SIr.,J am in receipt of your telegram in reply to cable message received to-day.

The e1tra f abillinas added was for inurabce, irhioh, was omitted in quotations for
delivey at VaeO ujer jorts. I have cabled 4guin this 4vebing.audwill,likelyhave a-fu a1
reply to morrow afternoon, which I trust will be satisfaçtory to you.

"I remain, yours respectfully,
JAMES COOPEit.

9'MiturrAL TELEGRAPR CO.,
"OrTWÂ, 15th January, 1875.

"Bÿ ?e.legraph froni Éontreal to Wm. BuckingAam, Public Works.
"Cable reply received pays freigbt and insurance, 50 shillings ; impossible to get-less..

"JAMES COOýER."

"OTrTAwà, 18th January, 1875.

" y Telegraph /rom Montreal to W. Buckingham, Public Works.
" Accept ybur Offel, made by telegraph on the seventh. Rails ten pounds ten shillings

(£10 10s.); freight forty shilllings, insurance not included.
"JAMES COOPER."

"MONTREAL, 18th January, 1875.
"DEAR SiR,-We are in receipt of a cable message to-day which enables us to accept

your offer of 7th January for 5,000 tons of Bessemer steel rails at £10 10s., f. o. b., Liverpool,
terms cash on delivery and freight to Vancouver ports, viz.: Esquimalt, Cowicban and
Nanaimo, at forty shillings per ton-insurance an open question.

Y Makers of rails only delivering f. o. b., Liverpool.
" Please confirm the above at your earliest convenience to enable us to confirm sale in

.England by cable.
We remain, y ours faithfully,

" COOPER, FAIRMAN & co.
"p.S.-We would be glad if you can favour us with the address of your Bankers, to

whom we are to present ti!ls of lading of delivery.

" Wu. Be cnEeg.,

"lOttawa."
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On the 21st of that month the transaction w-as closed by the following
Oflicial communication

OTTAWA, 21st January, 1875.

GENTIEME,-In reply to your severil communications on bahalf of Mesrs. Naylor,
aenn & Co., I am to state that the Government accep's their offer to supply 5,000 tons of
Steel rails at £10 103. Od. sterling per ton f. o. b. at Liverpool, and allows £2 0. Od. per ton,
for freight to the Vancouver ports.

"The Agent-General of the Dominion, E. Jenkins, Esq., M.P., will see to the insurance.

'Messrs. Morton, Rose & Co., are the Financial Agents of the Government in London.
" I have, &o.,

" F. BRAUN,

"S<crctary.
.MeQSers. CooPra, FÂIRMÂ & Co.,

" Montreal."

The, evidence shows that there was no such rise in the rarket, price qf
rai1s as that which, in Mr. Cooper's letter to Mr, Buckingham pf the 14th
Janauary, is stated to have taken place, and no sucli advance as in Mr. Coopersa
letter of the 29th December, 1874, to Mr. Mackenzie, was mentioned as pro-

bable after New Year. Mr. Reynolds' testimony, as well as Mt. Sandberg's
diagram and the periodicals before mentioned as aüthorities, namely, Iron

21d The Iron and Coal Trades Revie*,, all indicate that from the latter end

Of November until after all these transactions were closèd there was no

general rise in the price of rails, but, on, the contraTy, if there was any

1Oenement it was downwards. .It is not, however, inconsistent with such
evidence that individual makers may have asked £11 sterling. lu fact,
:eriodicals or other authorities. of that nature purport to do no more than to
give the general state of the market., The tenders that were sent, in answer
tO the advertisement in this case, ranged from £11 to £17 sterling for de-
livery at Montreal, equivalent to £10 to £16 sterling at English ports, and
'f, at the time this purchase was being closed, i. e., in January, 1875, any
'3aker asked £11, or any other price, at an English port, that fact gave no
ildication of the lowest price at which a Government could purchase rails.

On the 4th January, 1875, there were two offers before the Department
for rails to be delivered in England, both made spontaneously: one from
Cox & Green, .made on the 18th December, 1814, at :Ç10 sterling, which we
say, was still before the Department, because, though it had been refused
by telegram on the 22nd December, it was at this time, the 4th January,
1875, treated as available, and, in fact, accepted. Another was from
Cooper, Fairman & Co., made the 29th December, 1874, at £10 los. sterling.
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It was on this 4th of January, also before the Department, on its records,
that Mr. Justice had desired to tender for delivery at Liverpool, and had
been informed that-" No such tenders would be accepted:" that Mr.
Crawford had offered to take, for delivery at Liverpool, £10 5s. sterling per
ton; that there were signs of a weakening in the market, for makers were
then inclined to take less than they would accept on a previons occasion.
That the market had been firmer is perfectly clear, for Mr. Mac-
kenzie testified that, after the opening of the tenders, and before this
spontaneous offer of 18th December, the West Cumberland Co. had de-
clined to furnish a further quantity at $53.53; and there is other evidence
to show that the Ebbw Vale Co. had, soon after the opening of the
tenders, declined to accept that price for an additional supply. Therefore
this offer, coming spontaneously from Cox & Green to supply 5,000 tons at
a price which they had previously refused, was an intimation that the
market was weakening. With a knowledge, on the 4th January, 1875,
of these facts, the Department took action as follows.

On 5th January, 1875, Mr. Braun wrote Cox & Green accepting their
offer for 5,000 tons at £10 sterling.

On Sth January, 1875, Mr. Braun wrote Mr. Cooper, of Cooper, Fairman
& Co., declining to take any more rails.

On 7th January, 1875, Mr. Braun telegraphed Messrs. Cooper, Fairman
& Co. that if freight could be got at £2 sterling the Government would take
.5,000 tons shipped at any time.

And after some intermediate attempts of this firm to get a higher prico
for transportation, the purchase was concluded on the terms named in Mr.
Braun's telegram of 7th January, 1875.

Mr. Mackenzie was asked whether, before deciding upon awarding this
contract to Cooper, Fairman & Co., the circumstances of these applications
from Mr. Justice and Mr. Crawford were taken into consideration, or whether
any attention was given to the fact that two days before that he had been
offered voluntarily, by the West Cumberland Co, 5,000 tons at a price ten
shillings lower than that named by Messrs. Cooper, Fairman & Co. His
answer was that he had no doubt they were all considered; that the fact
that there was a decision in the case implied consideration; but he had no
recollection of any discussion respecting the matter, and upon being asked
why it was not worth while to ask for the competition of Crawford or of
the West Cumberland Co, he said he knew of no reasons whatever, except
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What were in the public documents in the office. After the acceptance of
this last lot from Cooper, Fairman & Co., the one of 5,000 which had been
Previously bargained for with the West Cumberland Co. to be delivered at
aI English port was arranged to be delivered at Montreal instead, so that
this purchase from Cooper, Fairman & Co. had indirectly the effect of
increasing the quantity to be delivered at Montreal from 40,000 to
45,000 tons.

We have not been able to get any information upon the question how
the Minister was induced, without competition, to concede to Messrs.
Cooper, Fairman & Co. a price 10s. sterling higher than that which the
West Cumberland were, two days earlier, willing to take.

Mr. Mackenzie stated that in awarding contracts, his " decision was
invariably not only in concert with, but in acquiescence of the views of the
Officers of the Department," in consequence of which statement Mr.
Trudeau, who had been the Deputy Minister at the time of this contract,
Was re-called, in order to ascertain how far the circumstances above alluded
to were considered before awarding this contract to Cooper, Fairman & Co.

Mr. Trudeau testified that it was not a matter of doubt with him as to
Whether his judgment had been asked concerning the rail contracts, and he
stated that the Minister had himself decided.

Mr. Fleming, as a witness, said he wished us to understand that from
first to last he took no part in awarding contracts. We have, therefore, been
IInable to learn the reasons which led to £10 10s. being given to Messrs.

Cooper, Fairman & Co. under the circumstances above stated.

The bargain was closed by a formal contract with Messrs. Naylor, Ben-
zon & Co.

The evidence leads us to conclude:
That in this case the contractors got an undue advantage, namely, a

price higher than was necessary to be paid in the state of the market at
that time, and higher than was then being paid to other manufacturers-
au'ch price being conceded without competition:

That the action of the Department concerning rails to. be delivered at
Liverpool had the effect of silencing competition and of giving to Messrs.
Cooper, Fairman & Co. an undue advantage over other dealers.

The contract has been fulfilled; the amount paid on it being
$265,052 36.

14
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CONTRACT No. 12.

Georgian Bay Branch.

By this contract, dated the 27th of February, 1875, the Hon. Asa Belknap,
Foster undertook to locate and construct about eighty-five miles of railway,
to be known as the Georgian Bay Branch, from the mouth of French River
to a point in the centre of four townships, lettered A, B, C, D, on a map
attached to said contract, according to specifications, and within a time men-
tioned in said contract; which railway, on its completion, was to be the

property of the contractor, and to be worked for his advantage under certain
specified conditions, he receiving therefor ten thousand dollars per mile to-
gether with interest at four per cent on $7,400 for each mile of the railway,
this interest to be paid for a period of twenty-five years from its completion,
as well as the proceeds of 20,000 acres of land for each mile thereof in the
manner in the said contract set out. This contract is printed (No. 44) in
the Sessional Papers of 1875.

A return to the House of Commons dated 5th March, 187à, shows the
tenders for the construction of the Georgian Bay Branch, with Orders in
Council, correspondence and papers relating thereto.

A return to the House of Commons, dated 28th of February, 1877, shows
reports, statements, correspondence and other papers subsequent to the exe-
cution of the contract concerning work done under it; the failure to per-
form it, and Orders in Council concerning the cancellation of said contract,
and other matters. On the 28rd of April, 1877, the Select Standing Com-
mittee on Public Accounts presented to the House of Commons their fourth
report, which was evidence taken (not under oath) in reference to the expen-
diture for work performed under this contract, together with several docu-
ments.

An advertisement of the 6th of November, 1874, invited tenders for the
construction of this branch, stating that, amongst other things, such infor-
mation as the Government possessed concerning the country through which
the line passed, might be obtained at the Department. The substance of
the tenders, and.the action taken upon them, appear by the following:-

"DEPARTMENT OF PUBLIC WORKS,

"OTÂWA, January, 1875.
4Memorandum.

" The undersigned reports that tenders have been invited for the Georgian Bay Branch
of the Canada Pacific Railway in two forms as follows: --
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"Form No. 1.--To include the delivery of the railway compietad to Government.
"Form No. 2.--To include the construction of the Railway, and its working after com-

pletion upon certain regulations as to accomodation for connecting railway lines and other-
Wise to be established by Government. The road, subject to such regulations, to remain the
property of the contractors.

"That said tenders are all based on the following conditions as to remuneration:
"]st.-The payment, as per cap. 14, Vie. 37, sec. 8, sub-sec. 3, of a sum of $10,000 per

mile.
"2nd.-A grant of 20,000 acres of land per mile.
43rd.-A guarantee of 4 per cent. for 25 years on a sium to be named by the parties

tendering, in the event of said quantity of land per mile not being sufficient.
" That the foplWwing is a list of the tenders received :-

Form No. 1. Guarantee
required on

John Wardrop & Co., Brockville........................................... $40,000
James H. Dean, Port Perry.................................................. 75,000
C. E. English, Toronto......................................................... 90,000
C. E. English, Toronto.......... ........... .............. 100,000

Form No. 2.

J. D. Edgar, Ontario and Pacifie Junction Railway..................... 30,000
N. C. Munson. Boston............ . ........................................... 7,400
A. B. Foster, W aterloo.......................................................... 12,500

C. E. English, Toronto.......................................................... 110,000

"The undersigned, therefore, recommends that the offer of N. C. Munson, of Boston, be
accepted, said offer appearing to be most advantageous.

"Respectfully submitted.
" A. MACKENZIE,

l Minister of Public Works."

"MEMO..-This Report was approved by a Committee of the Honourable the Privy
council on the 4th February, 1875."

"BosTON, MASS.,

" 28th January, 1875.

"Si,--.We beg to inform you that we have transferred the tender for the construction of

the Georgian Bay Branch of the Canadian Pacifie Railway to the Hon. A. B. Foster, who has
acquired all the interest we hold in the tenier sent in by us.

"Your obedient servant,
"N. C. MUNSON.

"Hon. A. MÂeKBisZIE,

"Minister of Public Works,
" Ottawa."
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"CANADA CENTRAL RAILWAT CO.,
"SECRETART AND TREASUREn's OFrFIE,

" OTTAWA, 3rd February, 1875.
"Sa,--I beg to inform you that I have acquired the interest of N. C. Munson in the

Georgian Bay Branch of the Canadian Pacific Railway, and herewith enclose a transfer, and

am prepared to enter into contract for same.
"Yours truly,

"A. B. FOSTER.
"Hon. A. MACKENZIE,

" Minister of Public Works,
"Ottawa."

The contract was entered into with Mr. Foster in accordance with the
above-mentioned recommendation. It contained a stipulation that in no
case should the gradients ascending easterly exceed 1 in 200. Subsequently
it was cancelled.

An Order in Council, dated 28th of February, 1876, authorized the con-
tract to be annulled, and the repayment to the contractor of $85,000, which,
he had deposited as security, together with the fair value of works which
had been performed by him so far as they were necessary to, or could be
made available for, the prosecution of the work. The contract was annulled
and Mr. Foster was repaid his deposit of $85,000, together with $41,000 to-
wards reimbursing him for the expense on the works aforesaid.

We do not think it necessary to describe at length the correspondence
and other steps which led up to this result. They are set out in the return
to the House of Commons dated 26th March, 1877, before mentioned,
(Sessional Papers, No. 57), but some reference to them may be useful.

On 26th October, 1874, Mr. Walter Shauly wrote to Mr. Foster and
used the following language concerning this branch:-

"The levels already run, extending from the mouth of the river to the
'Nipissing Road,' a distance of about sixty miles, show beyond all question
that the maximum gradients and curvature limited by the contract, namely,
26 feet per mile ascending east and 52 feet on the westwardly ascent, are
not obtainable on, or near the line laid down on the contract map."

On the 17th November Mr. Fleming reported on this letter, stating
that he had had the advantage of the views of Mr. Ridout and Mr. Hazle-
wood, and that, iii his judgment, the proper course was, "for the contractor
to carry on the surveys with every possible energy until a line coming
within the terns of the contract be found." Mr. Fleming does not give

213
CONTRACTS.



CONTRACT No. 12.

the language in which the views of Mr. Ridout and Mr. Hazlewood were
communicated to him, and we are not able to judge how far his own strong
view that the contractor by surveying with energy could find the specified
grades, was a reasonable deduction from their representations. But from

his letter of the 9th of February, 1877, set out in the said return, in which
he said that the light gradients which he had expected were not obtained,
and in which he indicated that grades had then (February, 1877) been

adopted at a maximum twice as steep as those prescribed by the contract,

as well as from the information contained in the said return to the House of
Commons, and other evidence on the subject, we conclude that in the
terms of this contract, a grade for the railway was specified as the maxi-
mnum which was not obtainable, and that this was the main reason for
cancelling the contract.

The general route of the line specified in this contract was not selected
for engineering reasons. According to Mr. Fleming'a evidence it was due
to the policy of the Government. We have not enquired into the
expediency of adopting the route. We have endeavoured to learn why the
grades described in the contract should have been taken as practicable so

positively as to make them the basis of a bargain between the contractor
and the Government.

On the 6th October, 1874, the Chief Engineer submitted a report to the
Minister which is hereinafter set out. In order to understand the bearing
of this report it must be kept in mind that it relates to a route which
included at the westerly end, about 85 miles covered by this contract, and
known as the Georgian Bay Branch, and also a continuation of the same

line which was subsequently agreed for, by contract 16, and is generally

alluded to as the subsidized portion of the Canada Central.

"Letter from the Engineer-in-Chief to the Minister of Public Works, giving a synopsis of in-

formation respecting the country between River French and Renfrew, as well as Pem-

broke: from Reports of an Exploration made by Samuel Hazleu-ood, C.E., in the sea-

son of 1874.
"CANADIAN PACIFIc RAiLwÂY,

"OFFICE OF.THE ENGINEER-IN-CHIEF,
" OTTAWA, 6th October, 1874.

" Sin,-In accordance with your wisbes I instructed Mr. Hazlewood to walk over and Ox-

amine the country bet wPen the mouth of River French and Pembroke, also along the River

Bonnechere to Renfi ew. The following remark s on the character of the country, its suita-

bility for railway construction, &c., are gleaned from Mr. Hazlewood's letters to me, dated the

14th July, 5th August, and i5th September last.
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"Mr. Hazlewood proceeded firet to Parry Sound district, and tra'elled up the road lead-

ing from Lake Rousseau to Lake Nipisaing; ho selected the corner post between lots 158 and

159 as the initial point, and started from that place on the lt July, on a direct course for the

mouth of River French, a distance of about sixty miles. ie reports the country between

these points as being favourable for railway construction, no obstacles cf any importance

presenting themselves, except near River French, where the heaviest rock excavation will be

necessary. The streams to be crossed are few and unimportant, and there is an ample sup-

ply of good atone. The land, as a general rule, is level, and as far as could be judged, much

of it adapted for settlement. The timber is large and valuable. Pine, apparently of a fine

quality, is to be had in abundance.

" The môuths of River French were reached on the evening of the 7th July. Here Mr.
Hazlewood expected to find some Government stores, but learning that the Hudson Bay
Company had lately broken up their poat at this place and removed the stores to Byng Inlet
be found it necessary to pi oceed there for a supply.

" Having procured a sufficient quantity of supplies, Mr. Hazlewood ascended the River
French to Lake Nipissing, and thence by River South and Nipissing Road, returned to the
camp between lots 158 and 159.

" On the 17th July ho left the NipissinZ Road and walked in as straight a course as pos-

itible easterly towards Pembroke. About one and a half miles from the road he crossed the

River iomonda, about twenty five feet in width, flowing in a northerly direction-a short dis-

tance farther up it turns to the westward.

' For the first eight miles some rough ground was encountered, but with a little time and

care Mr. Hsltawood is convinced a good line may be secured. At ton and a-half miles ho

crossed the River South or Namanitagong, 75 feet in width and 8 feet deep, and at sixteen

and a-ha'f miles again crossed this river, 50 feet in width. Froin the latter point ho followed
the general courae of the River South to about the twenty-first mile. At seventeen and a-
half miles ho came upon a large deposit of gravel, the first seen between this point and River
Ftncb, a total distance of seventy-seven miles. At the twenty-first mile the River South
was lost sight of, but et the twenty-fourth mile a brook was crossed which he took to be one
of its heads, and et the twenty-sixth and a-half mile crossed what ho supposed to be the other
hiad; this latter stream he followed to tne twenty-eighth mile, where it was finally lost

ght of.
" The valley of the River South from this point (twenty-eight miles) back to the eighth

mile is wide, and offers no serious obstructions to the location of an easy line through it.
"About the twenty-ninth mile he reiched the watershed. Here the aspect of the coun-

try changes a little; the ridg-s were les@ elevated, and his track crossed themr at an angle
iastead of running with them as beretofore. At the thirtieth mile h. crossed a brook run-
ning north-easterly, and a mile further on passed a lake, having its outlet in the same direc-

tion. At the thirty-fifth mile h-e reached Creek Nipissing, an important lumbering stream ; at
t.he point of crossing it is fifty feet wide. Al the streams from the thirtieth mile flow into

ths creek. Mr. Hazlewoed said he would anticipate no difficulty in getting from the valley
of the River South to the valley of Creek Nipissing, the water-shed between them being
quite low.

" From the Creek Nipissing t-> the River Petewawa, a distance of eleven miles, the coun-

try is somewhat broken, but from appearances there is nothing to prevent a good line being
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found through it. The Petewawa may be crossed at either end of Lake Burnt; one span of
100 feet will be sufficient, and the foundations on both aides will be rock.

"Speaking generally of the country walked over between River French and L.ke
nt, Mr. Hazlewood remarka that he feels quite safe in stating that a railway could be

loOted on a very direct course between these points; in fact that the departure from a
etrtight line would probably not increase the distance more than five per cent. He reports a
large quantity of good land met with, covered generally with a fine growth of timber, consist.

g of pine, maple, beecb, elm, birch hemlock, cedar, with some spruce and tamarac.
< Hle arrived at the River Petewawa on the evening of the 25th July; and, bis provisions

alling short, he considered it advisable to proceed direct to Pembroke by the quickest
route.

"Ilaving procured supplies# Mr. lazlewood contiuued bis examination. The following
a description of the country between Lake Burnt and Renfrew, via the River Bon-

nechere -
"Running easterly through the valley of Creek Aider to the River Petewawa, the line

May cross at the Narrows, at the foot of Lake Long, by a span of 100 feet ; thence along the
South aide of Red Lake Pine, and aloug the southern base of the ridge, which extends along
t he north aide of Lake Lamures to the Little Petewawa, which it may cross at the fal be
tween Iogan's and Lake Lamures: thence passing the south-western baya of Lake Hogan to
the right wing of Lake Crow. From this point it may follow a valley, leading to the third
npid from the mouth of River Crow ; crossing this river with one span of 50 leet, rock founda-
'ions; thence south-easterly across the valley of a little brook which flows northerly into

iver Crow. Along the base of 'IBaptist Ridge,' and along the flat land around the head of
the south-eastern Bay of Lac laviella to the outlet of Lac la Claie, where a bridge of 30 feet
span will be required. Good stone may be procured on the spot. Thence along the shore of
ae la Clare to its northern bay, and by a valley running easterly to the inlet of Lake White

1tridge.

" From this point either the northern or central branches of the head waters of the 'Bon-
adohere may be followed to what is known as the ' village,' on the north Side of the river,
&diAtance of from five to seven miles, thence crossing to the south aide of the river,
about a mile east of the 'village,' to Egg Rock, a distance of about sixteen miles. A la'
&uld be judged, rock excavatiôn il1 be neceMa&ty in roaríding Wtia rock. Thedce ibg'the

%btth side of Lakes Round, Golden, and Mud' toSganvile, antd ýthwnce a distance of 22 nile
1O Renfrew.

" If thought desirable the Une may cross to the north aide of the Bonnechere, about six
lIniIes below Eganville, and continue down the north aide through the village of Douglass to

Ienfrew, crossing to the south aide again at the latter place; 'the south aide i, hoWeter, re.
'>rted to be the best throughout.

" The valley of the River Bonnechere from Renfrew to the ' village,' or head watersaMr.
liMlewood sys, bas a uniformily even surface, and there would be no dïfficulty in construct-

g a railway shrough it. Very few structures of any inportance would occur, and there is
an abundance of good stone to be had close at hand. The grades and curves would be
extremely easy. The-land is gooc between Reifrew and Eganville, but between'the'lasi*r
luée and the ' village ' it is pbor.

"On the whole distarnce from Lake Burnt to Renfrew the gtadients need not exceed I
%er 100, and there will be no necessity for employing sharper curves than 1910 feet radius.
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i With regard to the examination of the country between Lake White Partridge and
Pembroke, Mr. Hazlewood was prevented by scarcity of water and the fires in the woods
from walking over the whole of this portion of the country. He, however, managed to obtain

a good idea of its character by canoeing along Lakes Crooked and Grand, 4s well as along the
south branch of the River Petewawa, and by walking into the interior wherever an opportunity
occurred. He also had a good view of the country from the top of the high bill near the
mouth of the Carcajon, a stream flowing into Lake Grand. From what he saw, he thinks
there would be no great difficulty in obtaining a fair line with easy grades and curves between
Pembroke and the Lake White Partridge, at which latter point the examination to Renfrew
branched off.

"East of Lake Burnt the land is reported as being broken, and of a poor quality, with
the exception of about five miles west of Pembroke, and along the Bonnechere between
Renfrew and Eganville.

" The distance from the mouth of River French to Lake Burnt, allowing for curvaturer
wiMl probably be under 110 miles ; from Lake Burnt to Douglass, say 95 miles ; from Lake
Burnt to Renfrew, say 107 miles; from Iake Burnt to Pembroke, say 78 miles.

"I am, &c., &o.,
"SANDFORD FLEMING."

" To the Hion. ALEX. MACKENZIE,

4Minister of Public Works,
" &c., &c."

As before mentioned, Mr. Fleming in this report deals with an extent
of country beyond that covered by the Georgian Bay Branch, to which alone
this contract alludes, and in order to see how far the statements of Mr.
Hazlewood to which he there refers support the opinion that any particular
grade could be obtained, it is necessary to keep out of view that portion of it
which described the section further east than eighty-five miles from the
inouth of French River. In this report Mr. Fleming does not profess to do
more than to give the result of Mr. Hazlewood's walking reconnoissance. Mr.
Hazlewood did not start at either end of the line which he examined. H9e
proceeded first to Parry Sound district, and travelled up the road leading
from Lake Rosseau to Lake Nipissing, until he came to his initial point for
this survey, and that was the corner posts of lot 158 and lot 159. This
point is on the general route of the line specified in this contract, and was
about 60 miles distant from its western terminus-the mouth of French
River. From this spot Mr. Hazlewood started on a direct course to that
western terminus. Mr. Hazlewood is said to have reported the country
between these points as being " favourable for railway construction, no
obstacles of any importance presenting themselves, except near French
River, where the heaviest rock excavation will be necessary. The streams
are few and unimportant; the land, as a general rule, is level." This
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description relates to the first 60 miles proceeding easterly from the mouth
of French River, and ends at the corner posts between lots 158 and 159.
From that point easterly, Mr. Hazlewood is said to have reported that " for
the first eight miles some rough ground was encountered, but with a little
time and care a good line may be secured." From the end of this eighth mile
Mr. Hazlewood proceeded easterly, crossing the River South, at times, until he
reached a point about 28 miles from the post between lots 158 and 159 aforesaid.
Re reported that from this point back to the eighth mile above mentioned the
valley of the river south was wide and offered no serious obstructions to the
location of an easy line through it. The end of this 28th mile was about three
miles further east than the eastern terminus of the Georgian Bay Branch,
as defined in the contract. At a short distance beyond this, that is, about
the 29th mile, "the aspect of the country changes; the ridges were less
elevated." Mr. Fleming also states that, speaking generally of the country
walked over, Mr. Hazlewood had remarked that he felt quite safe in stating,
that a railway could be located on a very direct course between French River
and Lake Burnt, the latter being further east than the Georgian Bay Branch
extended. We notice that Mr. Hazlewood has alluded to easy curves over
this distance, but not to easy grades. The description of the country still
further east is more definite, and it is mentioned only because it coitrasts with
the vague allusions to the gradients over the Georgian Bay Branch country.
Speaking of the valley of the River Bonnechere, from Renfrew to the village,
Mr. Hazlewood said that the grades and curves would be extremely easy,
and that on the whole distance from Burnt Lake to Renfrew, the gradients
need not exceed 1 per 100. The grade here defined " 1 per 100 " as obtain-
able near Renfrew was twice as steep as that which the Government
required Mr. Foster to find on the Georgian Bay Branch. Inasinuch
as Mr. Hazlewood spoke of that grade existing on a line on
which the grades and curves would be extremely easy, we do
not see why his indefinite description of the country further west,
that crossed by the Georgian Bay Branch, should be taken to mean grades
only half as steep as these; it is evident that Mr. Fleming had a strong
faith in the contract gradients being obtainable, for -when Mr. Foster sub-
mitted to the Government Mr. Shanly's report that the levels taken showed
them to be not practicable, Mr. Fleming's answer was to the effect, that
energy in further surveys would find a line within the terms of the con-
tract.
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We do not see anything in the extracts from Mr. Hazlewood's letters,
of which Mr. Fleming reported a synopsis on 6th December, 1874, aforesaid,
to sustain this strong opinion, and judging from the results and the other
evidence, we have to say that the contract was entered into upon terms
which were not possible to be fulfilled, and that the Chief Engineer had
not then sufficient grounds for sUPposing them to be possible of fulfilment.

Before the Government paid Mr. Foster his disbursements in connec-

tion with this contract, he submitted a statement showing an outlay of over

$63,000 on this contract, and that.for the extension eastward before alluded
to, concerning which Mr. Fleming reported as follows: -

"CADIAN Pacimlo RAILWAY,

" OFFICE OF THE 'EGINEER-IN-OHIE1,

"OTTAWA, 28th April, 1876.

"Sa, -With respect to that part of the Order in Couneil of March 8th, touching the
value of the works of exploration, survey and construction performed by the Hon. A. B. Foster

I have made every enquiry into the subject, and I feel assured that in the event of the

Georgian Bay Branch being proceeded with, the expenditure incurred will generally be

available in the prosecution of the work.

' I find, of the accounts furnished by Mr. Foster, there are only receipts for about

$20,000. Accordingly I would advise that he be called upon to furnish complote vouchers,

and that the whole be placed in the Audit Department for examination.
" I amn, &c.,

"SANDFORD FLEMISG.
"F. BaAuN, Esq.,

41 Secretary Public Works Department."

The contractor received on account of his disbursements under this
contract:-

March 13, 1876 ........ .......... ........ $20,000
May 6, "................ 4,000

" 9," ......."................. 4,000

" 10, " ................ 8,000

" 30, "................... 5,000

Total.......................$41,000

CONTRACT NO. 13.

Railway Construction,

By this contract, dated 3rd April, 1875, Henry Sifton and Frank
Ward, partners under the name of Sifton & Ward, bound themselves to

-complete the road-bed of the railway between Fort William on Lakea
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Superior and Shebandowan, about 45 miles in length, providing all
lhaterials except ties, sleepers, rails, fastenings, ballasting, and the laying of
the track, the whole to be finished by the 1st of August, 1876; receiving
tlerefor the prices mentioned in their tender, and applied to the items
given in the bill of works, which bill of works, together with a copy of
their tender, was attached to their contract.

Before entering into this contract the Government, in view of the
Posibility of the road east of Thunder Bay not being constructed for several
Years, had adopted the policy of obtaining a line of railway between
Thunder Bay and Red River vid Rat Portage, as short as possible, and with
the best possible grades and curves, and looking to water communication
being used between the Ontario system of railways and Fort William as
Well as, possibly, on the small lakes i n tle interior of the country, for a
tile, and the Government decided to construct the portion covered by this
contract as well as that between Red 'River and Rat Portage, as fast as it
Could be put under contract. At this time the Government did not under-
tand that such an instrumental survey had taken place as made it possible to

mIention the quantities over the whole line with anything like accuracy, but
it was understood that the east and west ends had been then " ascertained."
As to the section covered by this particular contract, the Government at the
time of deciding to build the line, considered, and the engineers had
reported, that they had the means of arriving at accurate quantities of the
different kinds of work to be executed, and because the specifications on
which this contract was let purported to give quantities, the Minister of
eublic Works came to the conclusion that there had been a regular location
of the line. The evidence establishes the fact that at the time of letting this
'Work there had not been a regular location of the line, but only a trial
location, which is sometimes called a preliminary survey, and that no such
Calculation or examination had t aken place, as would enable the quantities
of the several kinds of work to be executed, to be given with approximate
accuracy. The location of the line was actually begun some weeks after the
contractors were on the ground ready for work. A claim, made by the
Contractors, for the delay so occasioned, was subsequentiy paid by the Gov-
ernnent under the award of Mr. Marcus Smith, who was authorized to
investigate and settle the matter.

The subject of the method of letting contracts upon bills of works, which
give approximate quantities, or upon those which are far from correct, has
been much discussed in relation to this contract and others which followed
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it. Evidence touching this subject was taken before the Select Standing
Committee on Public Accounts in 1879, upon which they made their first
report of the 8th May, 1879, as well as before a Select Committee of the
Senate, who reported in March, 1879. The Chief Engineer had previously
advocated, and said while giving evidence before these bodies that he knew
of no better way than letting contracts by bills of works such as those which
had been adopted for this and other contracts between Red River and Thun-
der Bay, in which the quantities, according to his account, were not supposed
to be approximate, but were furnished only for purposes of comparison,
and he contended that one could get a fair comparison of tenders in that
way. The result of such a system upon the expenditure under the
contracts is remarked upon more fully in our report upon engineering
(page 71). We allude to it here, because, when giving evidence before
us concerning the letting of this contract, and although it was, in fact, the
one of the three first on which there was the least discrepancy between
the estimated and the executed quantaties, Mr. Fleming stated that the
infoiriation obtained by the engineers up to the time of advertising for
tenders in this case, was not so full as could be dsired, and he did not
know that sufficient had been obtained to enable the contract to be let at
the lowest possible price. At the time of letting this contract it was
understood that Rat Portage was an objective point, but it was not known
whether that was to be reached over a railway to Lake Shebandowan and
thence partly by water stretches, or altogether by a railway line, of which
the residue was to be afterwards located, but it was thought important, at
all events, that the Lake should be tapped by the first link of railway
golg westerly from Thunder Bay.

Tenders for the work described in this contract, to be received up to
the 27th February, 1875, were invited by advertisement. The work was
intended to be and was let upon what is called a detail system, as dis-
tinguished from a lump sum system A schedule showing each class of work,
or materials, if any, to be furnished by the contractor, as well as the quantities
assumed to be probable on each item, was furnished to tenderers, they being
required to state a price for each item. The moneying out of these items and
their respective prices gave a gross sum to each tender, which would form
the basis of coifparison between them all.

in this case such specifications concerning the work and a bill of the
estimated quantities on each item were furnished to applicants. As before
mentioned, the line let under this contract extended to Lake Shebandowan,
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8 distance of 45 miles from Thunder Bay, and the quantities stated in
the bill of works were based upon that intended distance. The tenders
Were opened in the presence of Mr. Braun, the Secretary, Mr Rowan an
Assistant Engineer, and Mr. Palmer, an Accountant, on the 1st of March,
1875. The moneying out of the items in the bill of works at the prices
Proposed by each offer, gave the following results in relation to the four
lowest : -

E. A. Charters & Co.................................... $363,420
G. W. Taylor............................................ .397,520
Sifton & Ward............................................ 406,194
J. Wardrop............................. 410,025

On the day of the opening Mr. Fleming reported to that effect. On
3rd March, Mr. Braun telegraphed Mr. Charters, a member of the firm of

. A. Charters & Co., asking if he was ready to take the contract as tendered
for. On the next day Mr. Charters telegraphed in reply saying that he had
]lot expected an answer so soon, and would require a short time to see other
?ersons, adding that he would in all probability accept the contract if time
Was allowed. On the 1lth of that month Mr. Braun telegraphed to Mr.
Charters as follows :-

" Not hearing from you, and ample time being allowed, the Minister has passed on to
the next tender."

To which the following answer was sent

"Telegram received, and having had no answer from you regarding my first request for
delay of time, I was compelled to relinquish contract against my will."

The contract having been offered by the Department to Mr. Taylor, the
lneit lowest tenderer, he telegraphed on the 15th March to Mr. Braun, as
follows :-

"Still confined to bed ; will have to abandon contract."

Upon which the contract was awarded and offered to the present con-
tractors, who were the next lowest tenderers. It was accepted by them
and closed.

Our conclusion upon the evidence is that in obtaining this contract
the contactors got no undue advantage, and that the action of the Depart-
ment in awarding it caused no unnecessary expense.

The work was not completed over the whole distance to which the

contract was originally intended to apply. Further surveys and examia-

tion of the country had shown that a continuous line of railway could be
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secured from Thunder Bay to Rat Portage, by deflecting it before reaching

Lake Shebandowan, and it was decided to carry the work no further than

Sunshine Creek upon the route at first adopted. A clause in the contract

enabled the Government to make this change.

The line described in the contract was, as before mentioned, about forty-

five miles long. The distance from Thunder ]Bay to Sunshine Creek was about

thirty-two and a-half miles., and the contractors were given the option of stop-

ping work under their contract at the last mentioned point, or of proceeding

until they reached on the new line the same distance from Thunder Bay
that had been originally intended, namely, about 45 miles. They elected to
stop at Sunshine Creek.

This contract did not include track-laying or ballasting. A subsequent
contract, No. 25, upon which we hereinafter report, was made to cover the
constriction of a road-bed, over a distance further west than was made

under this contract, and the track-laying and ballasting of the whole

distance from Thunder Bay to English River, the western end of that con-

tract.

In 1876, Mr. Marcus Smith, then acting as Engineer-in-Chief, visited the

work under this contract and walked over twenty miles of it. The work

was satisfactory, and was progressing well. In July, 18'8, Mr. Marcus-
Smith again visited this section. The contract was then nearly finished,
so nearly that the contractors on the next section had begun to lay the
rails on this one. Some of the work under this contract was left unfinished

by Sifton & Ward, for the reason that it was desired that the track-laying
and ballasting should be proceeded with immediately, and this unfinished
work " as\done by the contractors for section No. 25. It was principally
widening and raising the height of embankments, together with some
cuttings.

In the case of this contract the amount of work executed and paid for,
was considerably in excess of that estimated as probable at the time of

letting the contract, and some increase in cost was due to changes in the

character of the work, but that would be more than balanced by the saving

of expense caused by other changes in the character, one of which was the

use of trestle in places instead of solid embankments. The principal cause

of the excess was, in our opinion, the inaccuracy of the quantities first esti-

mated, and that was due to the data then ascertained being insufficient for
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the purpose of affording close calculations. This matter is remarked upon
more fully under the head of Engineering.

The work under this contract was not done, when that of the adjoining
section on the west, (No. 25), was let to Purcell & Ryan-which included also
the track-laying and ballasting of this section; and as before mentioned in
order to prevent the confusion which might arise if two contractors were
carrying on, at the same time, work of different kinds over one line, it was
considered advisable to take this section as it was from the contractors,
and to allow Purcell & Ryan to do the unfinished work at the prices of
this contract. This was carried out without disagreement, and it will
account for the fact that the amounts charged to this contract were paid,
some to Sifton & Ward, some to Purcell & Ryan.

The amounts paid were as follows:-

To 80th June, 1876, to Sifton & Ward.. ...... $141,700 00
& 1877 " ....... , 114,100 00

" 1878 " ...... .. 42,000 00
4' 1879 " ..... ... 15,400 87

$313,200 87
1878, to Purcell & Ryan........ 13,700 00
1879 ........ 5,000 00

Total.......... .................. $331,979 51

CONTRACT No. 14.

Railway Construction.

By this contract, dated the 3rd of April, 1875, Henry Sifton and Frank
Ward, partners under the name of Sifton & Ward, bound themselves to
complete the road-bed of the railway between Red River and Cross Lake, a
distance of seventy-seven miles as specified in the said contract, providing all
labour and all materials excepting the ties, sleepers, rails, fastenings, ballast-
ing and tracklaying ; receiving for the work done the rates and prices
respectively applied to the different classes of work mentioned in the tender
of the contractors, a copy of which tender was affixed to the contract.

Tenders for this work were invited by advertisement at the same time
as those for section No. 13, and in pursuance of the Government policy
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,described in our remarks upon that contract, under which the Government
decided to construct the portion from Red River to Rat Portage, and from
Thunder Bay to Lake Shebandowan as quickly as possible.

This is one of a series of contracts which were let upon the schedule
price system as distinguished from the lump sum system, and in which it

was intended to give tenderers some intormation upon the subject of the

quantities, which were expected to be executed in the progress of the work.

In this series, the work executed largely exceeded the quantity which was

estimated at the time of inviting the tenders, but, according to the opinion
of Mr. Fleming, the inaccuracy of quantities would have no appreciable
effect upon the relative rank of the tenders, although it might lead to disap-
pointment because of the total amount which was to be paid to the con-
tractor. In giving his evidence before us he said that, assuming no other
reasons than financial ones as governing the question, exact quantities are
not essential. We have remarked upon this subject in our report upon the
engineering of the line, (page 71). The effect of it upon the amounts paid

under these different contracts before alluded to, was discussed very fully,
and evidence given concerning it before the Select Standing Committee on

Public Accounts in 1879, and it was made the subject of their first report

of the 8th May of that year. It was also investigated, and evidence taken

upon it before a Select Committee of the Senate, in March, 1879.

In this case applicants were furnished with schedules of quantities,
showing the amount of work expected to be done in each class, and with
specifications describing the work, and other particulars.

On the 31st Match, 1875, the Engineer-in-Chief reported upon the

substance of the tenders sent in concerning this contract. He reported
upon eight of the lowest. It will be sufficient to notice the first three of
them. They were:-

Wallace & Ce............................ ....... $877,250
Sifton & Ward........................................... 402,950
T. W. Patterson.................................... ... 407,970

On the 25th March, Mr. Braun telegraphed to Mr. Wallace, one of the

firm who inade the lowest tender, as follows:-

if your tender for contract 14 is accepted, are you ready to make deposit required?

If so, come. Contract papers must be completed within eight days from this. Answer."

On the same day, 25th March, Mr. Wallace telegraphed Mr. Braun:
"I am ready, and will bc there to close contract first of next week."
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On the 29th, Mr. R. J. Campbell telegraphed Mr. Braun as follows:

" Just. heard that section 14 was awarded us. If necessary, will you extend the time to
qualify five days? Anewer."

At the foot of the telegram a memorandum is made in these words:

"Minister says no. March 30th, 1875."

And on that day Mr. Braun telegraphed to Mr. Campbell:

"Time cannot be extended ; matter too urgent. Answer."

On the 31st Mr. Campbell telegraphed to Mr. Braun:

"When will time expire? Answer immediately and oblige."

And on the same day Mr. Braun telegraphed to Mr. Campbell:

" Time expires Friday, second proximo."

On the 3rd April, Mr. Campbell telegraphed to Mr. Braun:

"Our inability to qualify, was owing to Wallace being sick; will be in Ottawa and

explain. Hope it will bave no effect on 15. Notify me at St. Catuarines on 15."

This firm were tenderers for the adjoining section, No 15, which had

been advertised at the same time as section No. 14. Upon the failure of

Wallace & Co., to put up the requisite security within the time named as

aforesaid, the contract was awarded to Messrs. Sifton & Ward by order of

the Minister. This was upon the same day that this firm were closing the

arrangements concerning contract No. 13.

According to the account of Mr. John W. Sifton as a witness before us,
Mr. Trudeau asked Mr. Sifton whether he could put up the security imme-

diately if the contract should be awarded to him, and said that Parliament

was about to be dissolved and it was desired to close the matter before the

'House prorogued. The contract was executed upon the same day as that for

-section No. 18.

We find that in obtaining this contract the contractors got no undue

advantage, and that the action of the Department, in awarding it, did upt

increase unnecessarily the cost of the railway.

The time named for the completion of this work, under the contract,

'Was the 1st of August, 1876, at which time it was not nearly finished. The

irst delay in the progress of the work, was because the location had not

been finally adopted, at the time the contractors reached the ground ready

to go on. A location had been made, but at the west end, where it waaS
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intended to commence work, there was a probability of a change being
inade, and the engineers were not ready to lay out the work for the con-
tractors. Work really commenced at a point about five miles east of the
terminus of the line embraced by this contract. The contractor has stated
in evidence that he arrived on the ground in the latter part of April or be-
ginning of May, with large numbers of men and horses ; that they had about

sixty teams and twelve hundred men, and kept them for some time, paying

their board, and because the work was not ready to proceed these men

were scattered, and it was difficult to get men in again that summer; that
at first they were paying $1.75 per day; that afterwards they had to raise
the wages in the hope of bringing back men, but even then they failed,
for it was reported in the States, to which place most of them had gone,
that there was no work going on, and labourers were afraid to come. The
engineers went in June to lay out the work. The contractors had to build
a road from Red River to the point at which they were allowed to com-
mence, over which to carry their supplies. In the following December the
contractors got notice not to proceed further with the work. This notice
to stop was positive and unqualified. The contractor testifies that the

stoppage at this time had the effect of delaying the completion of the

works as much as a year. Towards the end of 1878 Mr. Marcus Smith,
,acting Chief Engineer, after visiting this section, stated that the con-
tractors were not likely to get it done within the time that the Government
was willing to allow them for that purpose.

The country for about a mile and a-half at the east end of this section

partakes of the character of section No. 15, the one next east of it, and is

quite different from the rest of section No. 14. There was a very deep
filling upon it which could not be completed satisfactorily, without the use
of machinery, a train of cars and a steam-shovel, which Sifton & Ward had
not procured, and which were not necessary upon the westerly portion of
the work. The contractors claim that they would have procured the neces-
sary machinery if time had been given them to do it, but that the Acting
Engineer-in-Chief was urgent, and pressed them to make an arrangement by

'which Mr. Whitehead, the contractor for section 15, should undertake the
finishing of this easterly length of about a mile and a-half, and that in con-

sequence of that pressure, they did close such an arrangement subject to the

approval of the Minister. Upon this matter, as well as upon the delay

caused as afore'said at the beginning of the work, anid also in consequence

of some changes in the localities in which the work was by the engineers.
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directed to be done, these contractors were making, at the time of our
examination of witnesses, in Winnipeg, a claim against the Qovernment, to
the amount of over $200,000. We were requested by the contractors to
consider their claim, evidently with the idea that we had some jurisdiction

over it. We intimated to them that we did not think it within our author-

ity, and that it was not likely that we would pass any judgment upon it;
but we would not refuse to hear such evidence as they proposed to bring
forward, because, although it was not necessary to hear it in order to ascer-
tain the foundation of their claim, it would enable us to learn something of
-the management by the Government Engineers of the operations under
the contract. We have taken evidence concerning the expediency of loca-
ting this line in its present position, and have reported upon that feature
of it under the head of " Engineering."

The following amounts have been paid on account of this contract tc
3Oth June, 1880:-

30th June, 1875, to Sifton & Ward........ ....... $ 468
1876 "................ 113,012

1877 "................ 130,470

1878 "........... 250,750

1879 138,780
1879, to Joseph Whitehead, on work

at East End.............. 18,500
1880 " ...... 73,230

Total...... . ............. $725,210

CONTRACT No. 15.

Railway Construction.

By this contract, dated 9th of January, 1877, Robert Twiss Sutton,
William Thompson and Joseph Whitehead, covenanted that they would, on
or before the first of July, 1879, provide and do all that was necessary to
complete the works set out in the specifications thereto annexed ; including
amongst other things all the excavation, grading, and other works to be
done between station 1940, near Cross Lake, and station 0 at Rat Portage,
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together with the track-laying and ballasting (by one lift) between Red
River and Rat Portage, receiving therefor the prices specified in the contract
for the respective kinds and quantities of work and material, which should
be provided by them in carrying out their contract. At the time of execut-

ing this contract, Mr. Sutton and Mr. Thompson were not interested in its
consbquences. They lent their names in pursuance of an agreement be-

tween them of the one part, and the Hon. Donald MacDonald, a member of

the Dominion Senate, and Joseph Whitehead, above mentioned, of the

other part,by which they (Sutton and Thompson) should be indemnified

for the use of their names until they were released from the undertaking;
and that they should be released as soon as possible, the real understanding
concerning this contract and its results, being one which had been made

between the said Mr. McDonald and Mr. Whitehead and Mr. Mitchell

McDonald, to the effect, that it should be carried- on as a partnership
between Mr. Mitchell McDonald and Mr. Joseph Whitehead aforesaid.

Although the track-laying and ballasting in this contract extended

over the whole distance from Red River to Rat Portage, the principal

portion of the work, namely, construction of the road-bed, extended only

over the eastern portion of the whole distance, i.e., from Cross Lake to Rat

Portage. This last-named distance has côme to be known and generally
alluded to as section 15, or contract 15. The work nnder this contract was
tendered for and let upon a schedule of items and estimated quantities for
each item, and upon prices to be paid for such items respectively. It was
one of a series of contracts for distances between Lake Superior and Red
River, in which the quantities were not stated in the schedules with

approximate accuracy, and which were largely exceeded in the execution of
the works.

The system of letting the contracts in this way was approved by the

Engineer-in-Chief, as affording a proper means of comparing the relative

rank of tenders without any material disadvantage to the country except
in so far as a disappointment might ensue, in consequence of the total out-

lay being larger than was to be expected, from the quantities so statid.

This system has thus become an engineering question, rather than one -to

be disposed of when reporting on the action of the Department, in letting

the contract. For this reason, as well as because it affects several contracts,
we have reported our conclusions on that system under the head of

a' Engineering," (page 71.)
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There have been several reports to Parliament on subjects which
emibrace matters connected with this contract. On the 8th of May, 1879,
the Select Standing Committee on Publie Accounts, in their first report,
aubmitted to the House of Commons documents and evidence touching the
letting of this contract, the system on which the tenders were invited, the
consequences of that system, and the proceedings uniier the contract. In

March, 1879, a Select Committee of the Senate was appointed to enquire

into matters relating to this railway, and to take. evidence upon most of the

subjects above enumerated. The evidence taken before this Committee of
the Senate was printed. A printed return to the House of Commons, dated
28th of March, 1877, gives papers and correspondence, &c , connected with
the awarding of this contract, and minutes of Council concerning the
same.

Before entering into this contract tenders concerning the construction of
the road-bed included in it had been received on three different occasions.
On the first occasion the tenders were received in March, 1875, at the same
time as that named for the works to be done under contract 14. Specifica.
tions, dated the 25th February, 1875, describe the works intended on that
occasion to be contracted for. It was then proposed to make the road-be&
for the line with "solid embankments throughout, everything complete,"

somewhat of the same character as at present constructed, only with more
rock and less earth in the embankment, the grade being then at a lower
level than that now adopted. The substance of the tenders then sent in was
reported on by Mr. Fleming, under date of 31st March, 1875, showing th*
following as the result of the seven lowest:-

C. H. Lewis.......................................... $997,892 50
0. Manson & Co.................................. 1,042,635 00
W llace & Co........................................ 1,109,156 00
Robinson & Co...... ..................... 1,685,580 00
Steacy & Steacy.......... .................. 1,688,915 00
Rorque & O'Hanley.............................. 1,860,500 00
H. F. Sharpe.......................................... 1,888,340 00.

These offers involved an expenditure greater than was then considered
expedient, and it was decided to ask for tenders for making onr s
Portions of the embankments as would be provided from the cuttings, leavy

ing the gaps unfilled and to be crossed under some subsequent- arrange.
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nent. Tenders were invited upon that basis, and were received in May,
1876, of which the eight lowest were as follows:-

Names Penalty orAoutfof Names of Sureties. nly Amount of
Contractors. onup Tender.

Hunter & Murray......... ........ ' John Healy, W. Coy......... .............. ...... . .. 5 935,025

Rodgers & Co............. O'Brien, Lyons & Martin..................... 1,000 1,068,600

Sifton & Farewell.................. J. Sifton, J. H. Fairbank.......................... 1 1,222,310

Patrick Purcell..................... W. Barrett, James Purcell........................ 5 1,244,400

A. P. McDonald & Co..... P. MeRae, R. Ray, J. McKintosh .............. 50 1,286,710

Brown & Ryan......................;W. Doran, A. Sutherland ....................... Nil. 1,32 i,910

Joseph Whitehead ................. J. T. Wilkie, E. Stevenson................. ...... 500 1,450,510

J. A. Henry & Co......... . W. Phelps, T. Hammill ..................... 10 1,616,450

It was decided not to accept any of them.

In August, 1876, competition was again invited for work to be done
on this section, and the specifications then furnished were the basis of the

present contract. The main features of the scheme then devised were the

excavation of the cuttings which were mainly in rock; the material from.
Much cuttings to be deposited near them in the embankment, and the gaps-
left after this and after using such earth as there was in the neighbourhood,
were to be crossed- by wooden trestle work. The following is the adver-
*isement for tenders on this last occasion :-

" CANADIAN PACIFIC RAILWAY.

TENDERS FOR GRADING, TRACK LAYING, &c.

"Sealed tenders addressed to the Secretary of Publie Works and endorsed: 'Tender
racific Railway,' will be received at this office up to noon of Wednesday, the 20th September
mezt, for works required to be executed on that section of the Paoific Railway, eitending from
Red River eastward to Rat Portage, Lake of the Woods, a distance of about 114 miles, vis.-
The track-laying and ballasting only of about 77 miles, and the construction, as well as track.
laying and ballasting. of about 37 miles between Cross Lake and Rat Portage. For plana
apecifications, approximate quantities, forms of tender and other information, apply to the
office of the Engineer-in-Chief, Ottawa.

" No tender will be entertained unless on the printed form and unless the conditions are-
«omplied with.

e.Department of Publie Works,
" Ottawa, 1st August, 1876."

"F. BRAUN,
" Scretary.
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Some idea may be formed of the expectation of the Department at that
time concerning the character of the work as a whole to be done under this
Contract, by giving the quantities of the main items mentioned on that
ocasion in the bill of works. Under the head of " approximate quantities "

they were as follows :-

800,000 cubic yards of solid rock excavation,
80,000 " " loose " "

80,000 " " earth excavation on line cuttings and borrowing,
1,615,500 lineal feet of timber (square and round) for trestles, bridges, etc.

The length of the road-bed was about 37 miles altogether. It has been
stated in evidence that the wood work provided for in these specifications,
Would be sufficient for about eight miles of trestle viaduct. The following
in a report of the substance of the tenders received on this occasion:-

List of Tenders received 20th September, 1876.

1. A. P. Macdonald & Co.......................... $1,443,175
2. Martin & Charlton .............................. 1,562,090
3. Sutton & Thompson........., .... .. ... 59.,085
4. John A. Green.... ....... ............... 1,679,065
5. Talbot & Jones ..................... 1,683,085
6. W . Hinkson ...................................... 1,695,66
7. W. S. Booth ............... .......... 1,744,120
8. C. C. Gregory.....................................1,745,415
9. Mullen & Whelan..............................1,749,595

10. O'Brien & Rider ................................. 1,806810
11. A. Farewell ....................................... 1,815,185
12. Hill, Lipe & McKechney................1,827,155
18. Wright, Shackhill & Cross ......... ........... 1832j75
14. Kavanagh & Kieran............ ...... ........... 1895,404
15. W. A. Cleveland ................................. 1,899,680
16. Joseph Whitehead ............................. 1,899,790
17. Hunter & Murray ...... ............... 1,966,755
18. Campbell & Riley...............................2052,170
19. Macfarlane & MRae.....................2,093,90
20. Brown & Ryan ........................... 2199J125
21. Reid, Davis & Henry ................ 2950,000

MÂRCUS SMITH,
Per W. B. SM1BLLIE.
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The result of this competition is remarkable in that the lowest tender
»n this new and supposed cheaper method of providing a road-bed, is nearly
fifty per cent. higher than the lowest offer in March, 1875, which latter was
made to construct a road-bed of " solid embankments, everything complete."
And this comparison is not confined to the lowest offers on the two occa-
sions, for the average of them all would be in about the same proportion.

By arrangements subsequent to the contract the character of the work

has been so far changed, as to make it very similar to that proposed by the
first scheme in 1875, solid embankments throughout. At the date of our com-
mission the work was not completed, but the progress estimate of the 31st
M[ay, 1880, showed that what was done up to that time amounted, at the
prices named in this contract, to $1,951,022. Of this $161,615 was for
ballasting and track-laying--items not included in the tenders in 1875, thus
leaving the balance of $1,789,407 paid up to the 31st May, 1880, and this
was expected to be increased, by the completion of the contract, to the
neighbourhood of $2,300,000 as the cost of a road-bed, of the general charac-
ter similar to that which was contemplated, at the time of receiving tenders
in March, 1875. This is considerably higher than the average of the seven
lowest tenders sent in at that time.

The following correspondence shows the negotiations between the
Department and the firm who made the lowest tender, 20th of September,
1876:-

"30th September, 1876.
"Plese deposit to credit of Receiver-General the five (5) per cent. required in conneo-

tion with contract for Section (15), Canadian Pacifie Railway, and forward bank certificate.
"F. BRAUN,

4' &fessrs. MACDONALD & KANE, secrelarti.

"394 St. Antoine Street, Montreal."

ACDONALD & A"7th October, 1876.

"394 St. Antoine Street, Mlontreal.
"In view of advanced statt of season Minister requests you to state by twelfth (12)

instant at latest the preoise tine when you will deposit requisite 5 per cent. Section (15)
fifeen, C.P.R.

"F. BRAUN,
I Secretary."

"Om'rÂwA, 13th October, 1876.
" Sx,-Il making Outout tenders for sections 14 and 15, Canadian Pacifie Roilway, our

igures weré based upOl th4 early oompletion of section 14, by the pruesent conteactor, as a
means ,ôf trinsportation yi rail between section 15 and the Red River, believing that a large
quantity of the ti uber and ties required would have to corne by way of that river.
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"The above mentioned means of access caused a reduction of 25 per cent. to be made
b us in our bid, as we were of the opinion that the track laying on section 14 would make It
available by August, 1877.

" This would give us connection with the west end of section 15, upon which a large
aMount of work ha been done with no other means of access without a very heavy outlay.

rom the best information we have, the contractors of section 14 have been granted an exten-
Rion of time; so that it will ta&e two years before that section could be made available- to
Carry men and supplies, Believing, as we do, that the Government in connecting the track-
laying, ballasting, &c. of section 14 with section 15, that it would facilitate and lessen the cost
of section 15.

" On account of the above mentioned facte, it would be imprudent in us to enter into
0ntract unless we were put in-o possession of the advantages which the specification and

frm of tender led us to believe and base our calculations upon.
'<Now if the Government will make good to us the difference between bringing men and

Supplies by rail over section 14, and the most available route by land and water fromu the lst

&ugust, 1877, until such time as section 14 is completed, and extend our time of completion
in accordance with the delay of getting track to section 15.

" We are prepared to enter into contract and furnish the necessary securities required.
" We are certain that it will be difficult for the Government to get good experienced con-

tractors to take the work unless the advantages of access could be granted them.
l Hoping you will favourably consider our requests, which we believe we are justly

-entitled to, and should be fairly understood before entering into contract.
"We have the honour to be, Sir)

" Yours respeotfully,
"A. P. MACDONALD,
"ROBERT KANE.

*To the Hon. ALEx. MAcKENZIE,

"Minister of Public Works,
" Ottawa"

" OTTAwA, 14th Octobqr, 1876.
" GENTLEMEN,-I am directed to acknowledge the receipt of your letter of the 13th

instant, in which you state that you will b. prepared to enter into a contract M ith the Gov-
lerment for the execution of the work on section 15 of the Canadian Pacifie Raway, on the
Government agreeing to make good to you the difference of cost in the transport of men and
naaterials you may require by rail over section 14, and by any other route that may have to
be followed should section 14 not be ready early enough, and on certain other conditions.

"In reply, I ara te inform you that the Government cannot consent to any modification
16f the condition laid down In the specification for these works.

"I beg to request that you will inform the Departinent immediately on the receipt of
this letter, whether you intend to sign the contract or. not.

"I have the honour to be, Gentlemen,

"Your obedient servant,
F. BRAUN,

« Mesurs. A. P. MODON&LD & KANI,

" Ottawa."



"OmÂwÂ, 14th October, 1876.
lSî,--I have the honour to acknowledge the receipt of your letter of the 14th instant,

nd beg to say, in reply, that I will answer your communication on Monday next.
"I have the honour to be,

" Your obedient servant,
" ROBERT KANE.

". BEAUN, Esq.,
" Secretary, Public Works."

"MoNTRAL, 16th October, 1876.
a Sm,-In reply to your communication of the 14th instant, we beg to state that we can-

Iot enter into contract for sections 14 and 15, Canadian Pacific Railway, on account of reasons
stated in our letter of the 13th instant.

" We therefore most respectfully decline to sign said contract, but beg to add that if the
Mini ter of Public Works should see fit to change hie decision we would most gladly enter
into contract.

"We have the honour to be, Sir,
" Your obedient servants,

"A. P. MACDONALD,
"ROBERT KANE.

"F. BRAuN, Esq.,
"Secretary, Public Works Department,

i Ottawa."

After this refusal by Messrs. Macdonald & Kane to carry out their
tender-except on new conditions-the Department passed to the firm first

above them, Messrs. Martin & Charlton, when the following correspon-

dence took place :--
"17th October, 1876.

GENTLEMEN,-With reference to your tender, dated 20th ultimo, for the 15th contract
of the Canadian Pacific Railway, I am directed to request you to state how soon you would be
rady to Jlut up the requisite 5 per cent deposit in connection with said contract.

"I have the honour to be, Gentlemen,
"Your obedient servant,

$IF. BRAUN,

" Mesurs. MARTIN t CHARLTON, aSecretar.

"Contractor, Montreal."

"OTmwA, 18th October, 1876.
"S',-In reply to your letter of yesterday, I have the honour to state that I shall be

prepared to put up the requisite five per cent. security in mortgages on real estate in ten or
welve days. "I have the honour to be, Sir, '

" Your most obedient servant,
isE. J. CHARLTON, for

wF. Bau, Esq., i"MARTIN, CHARLTON & CO.

" ecretary, Public Works Department,
" Ottawa."
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At this stage of the negotiations the following communications passed
between the Department and the acting Chief Engineer:-

"(2elegram) 
"MONTEAL TELEGRAPH COMPANY,

"From WINuipG, 21st October, 1876.
*To F. Braun.

"What has been done with Contract Fifteen? Full staff of engineers and axe men now
Ou ground ; could be reduced if contractors will not commence work before spring. Naviga-
tion just closing, after which contractors plant cannot be brought in except by trains front
Miorhead, a distance of over three hundred miles.

" MARCUS SMITH."

"24th October, 1876.
"Marcus Smith, Winnipeg.

"Reduce staff, as work on contract fifteen (15) cannot begin before spring.
"4F. BRAUN.

" Secretary,"

('eegram.)
"MONTREAL TELEGRAN COMPANT,

"Prom WINNIPEG, 25th October, 1876.
To F. Braun.

" If contract fifteen not let it may be better to defer it till my return. Lst ionprove-
Mnent In location and gradients materially alters quantities, reducing timber work and eligbtly
iaoremsing rock. Leave here to-morrow or next day.

" MARCUS SMITHI."

This led to no discontinuance of correspondence with the tenderers, and
it proceeded as follows.

"28th October, 1876.
"GENTLEMEN,-With reference to your letter of 17th instant, respecting the security

required for due performance of works on section 15, Canadian Pacific Railway, I am to state
that unless proper security be deposited as in your said letter your tender will be passed over.

"I have the honour to be, Gentlemen,
"Your obedient servant,

"F. BRAUN,
" Secretary.

srs CHARLTON, MARTIN & Co-,
u Contractors, Montreal."

Between the 28th of October, 1876, and the following 21st of December,
MIany letters upon the subject of the requisite security passed between the
Department and Messrs. Martin & Charlton. These letters are not material
to our report. They are set out in the return to the House of Comn O-
before mentioned. Mr. Whitehead, one of the contractors in this case, had
Oni his own account sent in a tender considerably higher than the one made
by Button & Thompson, on which this coutract is based; but after th$
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tenders were opened, he discovered, in conversation t ) t i >;

persons who had made offers, that there were several between his and that
of Sutton & Thompson. This firm knew that they could not put up the
security, and were willing to sell out their position. Mr. Whitehead.
bargained with them that he was to have the privilege of assuming their

tender and becoming the sole proprietor of it upon payment to them of $10,000.
Ae procured from them the following letter to the Department

"BRANTFORD, 16th October, 1876.

"SiR,-In the event of our tender for the construction of section fifteen of the Canadian

Pacifie Railway being accepted, we desire te have associated with us in the contract, Mr.
Joseph Whitehead, of Clinton, contractor.

"Your obedient servante,
"SUTTON & THOMPSON.

6 Hon. ALEX. MACKENZIE,

.' Minister of Public Works, Ottawa."

Being thus interested in the withdrawal of Messrs. Charlton & Martin,
whose offer was the only obstacle in his way to the contract, he wrote the
following letter with the intention of furthering his own interest

" OTTAWA, 28th November, 1876.

"DEAR SIR,-It is the general impression outside that you are going te give the contract
section 15 to Charlton & Co., and he is going to turn the contract over into the bande of some
Americans froma New York, and, according to the feeling, vou are going te make a great
*otake if you allow such a thing te be done, as it la wall knowri that Charlton saya that h.
never intended te put a spade into the contract of section 15; ho only wanted to make some
money out of it the same way as he did out of the Grenville Canal, when ho sold out to Cooke
& Jones, and got six tbousand dollars.

" Now, if you will give the contract section 15 to Sutton & Thompson's tender, I will
guarantee that the grading, track-laying and ballasting shall be done and complete; the
engine into section 15 by the month of August next; and, further, the whA1e of section 15
shall be finished complete by the fall of 1878, and for every day over and above, if any, you
shall bave the best of security that the Government shall be paid live hundred dollars
per day for every day over and above the two dates named above, and this is the only way to
put nome life into the Pacific Railway, as there has been no life in it yet.

" Now, I hope you will pardon me for taking the liberty of writing you this note, am I have
no other object in view than to let you know the feeling outaide, as you muat admit that
Sutton & Thompson'a tender is not an extravagant one, only I know what I have said in this
note can be done.

" I remain your obedient servant,
"JOSEPH WHITEHEAD.

< og, &LEX. MA0KENZIE."
It was subsequently arranged between Mr. Whitehead and the Hon.

[r. McDonald, aforesaid, and as Mr. Whitehead believes at the suggmesogr
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Of Mr. McDonald, that Charlton should be paid to withdraw his tender.
Mr. Whitehead's evidence on this point was that he said he " would go
820,000, and Mr. McDonald made the rest of the arrangement." About the
20th of December, 1876, the Hon. Mr. McDonald, Mr. Whitehead and Mr.
Charlton met in a room at the Prescott Station on the Grand Trunk Rail-

Way. Then Mr. Whitehead went out of the room and the arrangement was
closed between Mr. McDonald and Mr. Charlton, by which Mr. Charlton
Withdrew his tender. Mr. Whitehead did not see the money paid, but Mr.
McDonald told him that the amount was $20,000, and Mr. Whitehead
afterwards paid him interest on. that sum at the rate of ten per cent. per
annum, believing it to have been the amount which was paid over at that
tire. Mr. Charlton said to a witness who gave evidence before us that he
had received a sum of money to withdraw his tender in this case, but he
did not name the amount. We have not considered it necessary to ascer-
tain, whether he had received the full amount stated by Mr. McDonald to
have been paid to him, that being principally a matter of account between
Mr. McDonald and Mr. Whitehead. The following letters and telegram
aPpear as the next steps towards the contract in its present shape:-

"MONTREAL, 21st December, 1876.

" SIR,-I have the honour to acknowledge receipt of your letter of 19th inst., directing me
tO furnish additional paper and mortgage registrations as therein detailed in connection with
the required seccurity for completion of the 15th contract, Canadian Pacifie Railway. I have
het with so many unfortunate difficulties in procuring security for so large a sum 80 as to
Stify the demande of the Government, and have been so worried and disheartened by the
4ifficulties of the position in which I found myself, and consequent failing health, that'I ama
1luctantly obliged to say that I cannot now undertake so serious an enterprise, more

Pecially as all the most experienced men whose advice or assistance I have asked, bave
Convinced me and my friends that the work cannot satisfactorily be performed for the price
tendered for.

"I beg therefore to ask that the Honourable Minister of Public Works will allow me to
Vthdraw my tender, and will please to return to Mr. Baird of Brooklyn, aho proposed to join
ka the work, his deposit, and also to return to me the papers which I deposited as given to
%ake up the balance of the security required.

"I have the honour to be, Sir,

"Your obedient servant,

"E. J. CURLTON.

"Secretary, Departnent of Public Works."
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"MONTREAL TELEGRAPH COMPANY.

"By Telegraph from Montreal.
4 F. BRAUN,:

"]Dissension from within, added to extraordinary pressure from without, bas left no altet

native but withdrawal.
"CHARLTON & 00."

" 29th December, 1876.

4*. SUTToN & THoMPSON,

" Brantford.

"Are you prepared to deposit five (5) per cent. security in connection with contrao

ffteen (15), C. P. R., and enter into contract without delay ?
"F. BRAUN,

" Secretary."

" BRANTFORD, 29th December, 1876.
J' To F. BRAUtN, Esq.,

" Secretary.
"Yes ; we are prepared to comply fully.

" SUTTON & TIIOMPSON."

"OTTAwa, 29th December, 1876.

"SIR -Re section 15 Canada Pacific Railway, I have just learned with much surprise,

through your Department, that E. J. Charlton has withdrawn from our joint tender to build

said section 15, Canadian Pacific Railway. His withdrawal was without my knowledge of
conseLt.

"I am prepared to deposit the security required by the Government, and am prepared to

perform the work mentioned in or contemplated by said tender. And I now offer to complY

with tbe conditions and requirements of the Government, as specified in the advertisement

calling for tenders for said work, and in our said tender ; and I protest against any and al
seots depriving me of said coutract.

Trusting that justice will be done me in the premises,
"I have the honour to be, Sir,

"Most respectfully yoms,
" PATRICK MARTIN."

"To the Honourable the Minister of
" Public Works of Canada, Ottawa."

" (Mmorandum.)

"30th December, 1876.
"The undersigned reports that tenders having been invited for construction of sectioS

No. 15, Canadian Pacific Railway, twenty-one have been received at uchedule rates, which,

when extended, are found to vary between $1,443,175 and $2,950,000.
• That the firma whose tenders are first and second lowest respectively, Messrs. McDond

& Kane, and Messrs. Martin & Charlton, are unable to furnish the necessary security.

" That the third lowest tender is from Messrs. Sutton & Thompson, of Brantford, amount-

ing to $1,594,155 (one million five hundred and ninety-four thousand one hundred and fifty-5II

dollars).
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" That this firm are prepared to make the necessary 5 per cent. cash deposit, and pro-
Pose to associate with themselves Mr. Joseph Whitehead, contractor, of Clinton, Ontario.

" The undersigned, therefore, recommends that the tender of Messrs. Sutton & Thompson
be aocepted, and that they be allowed to associate Mr. Whitehead with themselves accordingly.

"IRespectfully submitted,
",A. MACKENZIE,

"Minister of Public Works."

" OTTAWI, 5th January, 1877.
"I am directed by the Minister of Public Works to say that the Department has been

informed by parties interested that the firm of Sutton & Thompson, or some persons acting
on their behalf, have paid Charlton & Co., or Mr. Charlton individually, a sum of money for
'Withdrawing their tender for the construction of section 15 of the Canadian Pacifia Railway,
And to ask if there is any truth in this statement.

"F. BRAUN.
4' Messrs. SUTTON & THoMPsoN,

" Brantford, Ont."

" (Memorandum.)
"6th January, 1877.

"The undersigned reports for the information of Council, the following facte regarding
contract 15 of the Canadian Pacifie Railway :-

"Tenders were received for this oontract on the 20th September, and as soon as possible
afterwards, Messrs. McDonald & Kane, the lowest tenderers were notified of the acceptance
Of their offer of $1 ,443,175. On the 13th of October they asked .for certain changes to be
raade which would involve a further and indefinite expenditure by the Government.

" The Department declined to accede to this request, and on the 16th October they noti-
fLed the Department that they were not prepared to proceed any further.

" On the 17th October, Measrs. Charlton & Martin, who were the second lowest, were no-
tified that their tender of $1,562,090 was accepted, and they were called upon to make imme.
diate arrangements for depositing 5 per cent. as security. On the 27th October they made
tender of a mortgage on certain timber limita; on the 28th October they were notifged that
these securities could not be accepted, and that no further delay could be permitted.

On the 16th November, Messrs. Charlton & Go. offered mortgages upon certain property
1s security, and on the 2 1st November a lithographed plan of the property so offered, with a
c0ertificate of valuation cf the same, representing it to be worth $83,250, was sent to the
Department. On the 22nd November these mortgages and this plan were transmitted te Messrm.
barling & Valois, the Government valuators in Montreal, with instructions to ascertain the
cQash value of the property, exclusive of the encumbrances upon it. On the 28th November
Messrs. Darling & Valois reported that this property, if sold, would not realize more than
about $30,000. The Department accordingly declined to accept these mortgages on the
greund of their insufficiency, and Messrs. Charlton & Co. were so notified on the 29th Novem-
ber. On the same day Charlton & Co. intimated to Messrs. Darling & Valois that they would
Offer additional security, and wrote to the Department on the 4th December to say that their
'5 ourities would be completed on the 10th December. On the 1lth December a firm from
New York, named Baird, Arnold & Stephenson, made a cash deposit of $20,000 for Charlton
& Co., and promised to make good the remainder of the required security. The remainder
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was never, however, lodged either in cash or in mortgages which coulI be accepted, and on
the 2 1st December Mr. Charlton wrote withdrawing the tender.

" On the 28th December, Messrs. Baird & Co., of New York, wrote, comnplaining that
Charlton bad used them shamefully; that they had gone to Montreal to meet him, and had

staid there three days, but had been unable to find him, and they asked to be allowed to

lodge ca.sh security and to take the contract themselves ; in accordance with the terms of

Messrs. Charton & Co.'s tender. It being contrary to proper practice and to the custom of
the Department to allow such a proceeding, their request was not acceded to.

" On the 28th December Messrs. Sutton & Thompson, the third lowest, were notified
that their tender of $1 ,594,085 wa accepted, and were required to deposit the necessary secu-
rity. On the 29th December, P. Martin,one of Charlton's partners, lodged a piotpst against Charl-
ton being allowed to withdraw his tender, and stated that it was done without his knowledge,
and that he (Martin) was prepared to proceed. On the 30th December the Honourable
Donald McDonald, Senator, presented a letter to the Department from Messrs. Sutton &
Thompson, in which they asked to be allowed to associate Mr. Joseph Whitehead with thei
in the contract. Mr. McDonald, at the same time, deposited $80,000 by his cheque, accom-
panied by a letter from the Honourable A. Campbell, stating that the cheque would be
accepted upon the Consolidated Bank of Canada as security for the firm of Messrs. Sutton &
Thompson; and was informed that the contract must be completed with the firm of Messrs.
Sutton & Thompson, the original tenderers, and the deposit made in their name until it was
so completed. On the same day, a contract was drafted and submitted to the Minister of

Justice. When in the Department of Public Works on the morning of the 30th December,
Mr. McDonald's attention was called to a utatement in a newspaper of the previous day to the
effect" he or Whitehead, on behalf of Sutton & Thompson, has paid Charlton a suma of money
to withdraw hie tender," when he stated that the report was entirely devoid of truth.

"On the 5th January, the following telegram was addressed to the firm of Messrs. Sutton
& Thompson:
'Messrs. SuTToN & THoMPsON,

*Brantford, Ontario:

'OTTAWA, 5th January, 1877.
'I am directed by the Minister of Public Works to say that the Department has been

informed by parties interested that the firm of Sutton & Thompson, or some person acting on
their behalf, has paid Charlton & Co., or Mr. Charlton individually, a sum of money for with-
drawing their tender for the construction of section 15 of the Canadian Pacific Railway ; and
to ask if there ia any truth in this matter.

'F. BRAUN,
'Secretary.

." On the morning of the 6th January, the following reply was received:-

( Privateé)

'OTTAWA, 6th January, 1877.
4 By telegraph from Brantford, ý6th, to F. BaAuN, Esq., Secretary Of Public Works Department.

' No truth whatever in the statement that we, or any person on our behalf, paid Chari-
ton & Co., or Mr. Charlton idividually, a sum of money for withdrawing their tender for
.iostruotion of setton fifteen of the waadan Pacific Railway.

'SUTTON & THOMPSON.'
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"It is not necessary to consider the effect which the Government might be disposed to
iive the circumstances alleged, if they proved to be true, as the pointed denial given by
Messrs. Sutton & Thompson and by the Hlonourable Donald McDonald, leaves the Govern-
Inent free to act upon the rule which governa the letting of contracte. That rule has invari.
ably been, when the lowest tender withdraws, to pas on to the next.

" The letter of Mr. Martin, one of the principale of the firm of Messrs, Charlton & Co.,
already referred to, contains a statement that he is prepared to proceed to give the neceuary
security. But ho did not tender any security, and as ho had been given the opportunity for
two months to do so, it would have been evidently useless to wait longer on his account, set-
ting aaide altogether the matter of the rupture of the firm of which ho was a member.

" The undersigned recommends, for the reasons assigned, that the contract be awarded
to Messrs. Sutton & Thompson, as the next lowest tenderers for the work, and that they be
allowed to associate Mr. Joseph Whitehead with them in the contract.

"Repectfully submitted,
"A. MACKENZIE,

" Minister of Public Worku."

A Copy of a Report of a Committee of the Honourable the Privy Council, approved by His Excellency
the Governor General in Council on the 8th January, 1877.

" The Committee of the Privy Council have attentively considered the memorandum
dated 6th January, 1877, from the Hon. the Minister of Public Works, having reference to the
awarding of the contract for No. 15 section of the Canadian Pacific Railway; and, for the

reasons therein given, they respectfully advise that the tender of Messrs. Sutton & Thomp.

.Son, for the sum of $1,594,085 be accepted, and that the contract be awarded to that firn, and
they be allowed to associate Mr. Joseph Whitehead with them in the contract.

"Certified.
"W. A. HIMSWORTH.

' To the Honourable
" The Minister of Public Works."

Before signing the contract the Hon. Mr. McDonald, his son Mr.
Mitchell McDonald, and Mr. Whitehead were together at Toronto, and it

was then arranged that Mr. Mitchell McDonald was to be a partner in the
contract. Mr. Mitchell McDonald was neither a railway man nor a wealthy
man, and Mr. Whitehead, in giving evidence, said that he supposed he waa
selected because his father being in the Senate could not take the partner-
ship himself, and this way was taken " to secure the benefit of it by giving
the son the partnership." The contract was executed by Messrs. Sutton and
Thompson and Whitehead. It had been previously arranged that Messrs.
Sutton & Thompson were only to lend their names, and that Mr. Mc-
Donald and Mr. Whitehead were to get them released as soon as possible
afterwards, and to indemnify them against any liability in the interval.

At the execution of the contract Mr. McDonald paid to Sutton, Who was
16
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authorized to act on behalf of Messrs. Sutton & Thompson, the sum of
$10,000, for having withdrawn from the position held by them under their

tender. Subsequently, Mr. Mitchell McDonald entered into writings by

which the partnership between himself and Mr. Whitehead was to be dis-

solved, Mr. Whitehead promising him as full satisfaction for his claim on

the profits $112,000, out of which amount he then got $20,000 by a warrant

from the Department. The Hon. Mr. McDonald was ill at the time, but

Mr. Whitehead afterwards saw the warrant in his hands. Mr. White-

head understood afterwards that the elder Mr. McDonald was not satisfied

at the dissolution of the partnership, and testified that, " Mitchell wrote a
deed and put things back as they were."

We have not considered it necessary to examine closely into the ques-
tion whether in this arrangement Mr. Mitchell McDonald was the party
substantially interested, or was a trustee for his father, for the reason that

the fact of either of them being a partner with Mr. Whitehead, or interested

in the profits of the contract, has not been brought home to anyone con-

nected with the Department.

Mr. Mackenzie testified to the effect that he was not aware at the time

of signing the contract that any parties who had withdrawn their tenders

had been paid for so doing, or that Mr. Senator McDonald, or his son, was
interested in the contract ; or that Sutton & Thompson were only lending

their names as parties to the contract.

Upon the evidence we conclude that in obtaining this contract the con-
tractors obtained an undue advantage, i.e., the withdrawal of lower tenderers
by collusion with them; that the action of the Department in awarding the
contract was taken in ignorance "of the facts either as to the parties really
interested, or as to the collusion which had been practised between them
and the lower tenderers.

Subsequently Messrs. Sutton & Thompson were allowed to withdraw
from the position of contractors, the change being authorized by an Order
in Council. This was'done with such consent as prevented the discharge

of the security which had been prëviously given by the Honourable Mr.
McDonald for the due fulfilment of the contract, to the extent of $80,000.
This security had been originally in cash, but in its place landed security
to the same extent was afterwards substituted.

Work was commenced by the contractor on this section in February,

1877. Changes in the character of the work were made almost continously
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and gradual&y from that time forward. In June following a material change
Was made by lowering the grade of the line. In the fall of that year other
Ynaterial changes were made. It was found that more earth was available
for embankment than had been at first supposed. The contractor was per-
rnitted to prepare a rock basis or rock protection walls, as for solid earth
enbankments, instead of for trestle work with which it had been originally
intended to fill the voids. In the prices attached to Sutton & Thompson's
tender, those for rock work and earth work were high; that for timber work
was low. Therefore, the changes above mentioned were in the direction of
inaking the contract a more profitable one. These changes not only
increased the profits in proportion to the whole receipts for the work, but
they increased largely the amount to be expended on the contract. After
this excess over the original estimate reached a formidable sum, the matter
was investigated by Parliamentary Committees, before whom considerable
evidence was taken, one of the main objects being, apparently, to discover
the authority, if any, by which the expensive changes had been directed.
It appeared that Mr. Fleming and Mr. Mackenzie had discussed the matter,
Mr. Fleming recommending the change, and Mr. Mackenzie expressing
himself favourable to it. Mr. Mackenzie had submitted to the Privy
Council a report of the facts, and the matter was left for further considera-
tion; he did not recommend immediate action, and none was taken. This
appears by his evidence before the Committee of the Senate in April, 1879.
Mr. Fleming, between the time of his recommendation and this report to
the Privy Council, left Canada for England. In the Department, month
after month progress estimates came in, showing that the original estimates
were being largely exceeded, but no objection was made on that account.

Different views have been expressed by different engineers before the Com-
mittees, and before us, as to the effect of the changes on the final cost of the
work. We have investigated the bearings of these opinions and analyzed
the evidence upon the subject. We think, upon the whole, that the variation
from the character of the work as originally intended, caused an increase of
expenditure to a sum in the neighbourhood of $250,000. We have remarked
lapon this in our report on " Engineering," but we have not thought it
necessary to report more accurately upon the excess m the cost caused by
the change. Mr. Fleming subsequently renewed his report in favour of the
changes as they had been adopted in the progress of the work, and stated
that the contractor had obtained a large amount of rolliug-stock and plant,

i ci
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which would not have been required, but for the purpose of carrying out
these changes.

An Order in Council was passed confirming them, and to the same
effect as the report which had been originally submitted by Mr. Mackenzie
when Minister of Public Works.

During the investigation of matters connected with this contract
before the Standing Committee on Public Accounts, above referred to, Mr.
Whitehead was in Ottawa. He had not been examined before the Com-
mittee, but ho understood from Mr. Chas. H. Mackintosh that there was
" something about the contract going on" before the Committee, and it was
supposed that the contractors for section B (which was the one next east of
section 15) wanted to get this contract out of Mr. Whitehead's hands, and ho
was not willing that it should be taken from him.

Upon one occasion when this* matter was the subject of conversation
between them, Mr. Whitehead gave to Mr. Mackintosh promissory notes to
the amount of $11,000 or $12,000.

The evidence upon the subject of the inducement offered to Mr.
Whitehead to give these promissory notes, is conflicting, and we do not con-
sider it material to our enquiry to decide what that was then stated to be, as
that is an affair between those two persons alone ; but we deem the object
of the transaction to be a matter of public interest, if either of them
intended the notes to be used, in obtaining any improper advantage for this
contractor.

Upon the evidence we find that Mr. Whitehead gave to Mr. Mackin-
tosh promissory notes amounting to $11,000 or $12,000, expecting and
intending that they should be used to influence one or more members of
Parliament, and so to secure for him some advantage concerning this con-
tract, which, but for giving these notes, ho thought ho would not be likely
to procure. We have felt it our duty to ascertain whether his expectations
were realized. We have examined Mr. Mackintosh, as well as members of
Parliament who were then acting on the Committee of Public Accounts,
includiig one whose name Mr. Whitehead said was mentioned as exerting
himself adversely to him.

We conclude upon the evidence on this subject, that no part of the

proceeds of the said notes, or any other money given by Mr. Whitehead to
Mr. Mêckintosh had the effect of, or was used for the purpose of obtaining for
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Mr. Whitehead, or for any other person, any advantage concerning this con-
tract, or any other matter connected with this railway. The notes were at
first discounted by Mr. Mackintosh. They were subsequently retired by
him, and eventually returned to Mr. Whitehead. On other occasions con-
Siderable sums of money or notes changed hands from Mr. Whitehead to
Mr. Mackintosh, under circumstances which we found, on investigation,
niot to affect the public interests, and we do not think it necessary further
to allude to them.

While Mr. Whitehead was carrying on this contract he became unable
to meet his financial engagements, and obtained some assistance from the
Government both by releases, from time to time, of portions of the draw-
back which had been, under the terins of the contract, left in the hands of
the Government out of moneys earned by him, and also by money advances
on two occasions, which were, however, sufficiently secured by assignments
from him of plant and machinery. We have inquired into the particulars
of these transactions.

On one occasion, not getting such assistance from the Government as
he had applied for, he arranged with Messrs. Fraser & Grant to become
Partners with him in his contract, to supply the necessary funds to
relieve him from his embarrassments, and carry on the works with less
difficulty than he had experienced, while depending on his own resources.
Writings between these parties were entered into to that effect. The
arrangement, however, was not effectual. The new partners were, accord-
ing to Mr. Whitehead's account, not so able to provide funds as he had
expected, and the Government declined to change the parties to the contrat
lest it should have the effect of releasing some of the securities.

The transactions of Mr. Whitehead, in relation to this contract, as des-
cribed in his own testimony, made it apparent to us that he had a strong
belief in the corruptibility of public men. We have taken evidence at some
length concerning the dealings between the Government and him while he
was carrying on this contract, with a view of ascertaining whether he had
obtained any favours by improper means, or otherwise, at the expense of the
publie The evidence on this subject leads us to conclude that since the
execution of the contract, no influence had been exercised on his behalf
more effective than his own representations were or would have been. and
that he lias not gained from the Department or any member of Parliament
or any enrineer, or any other person in the Government employ, au advan-

tage that was not consistent with the best interests of the country.
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He was not permitted to complete the works. In 1880 it

was found, as he himself states, that he could not supply provisions for the

men, or pay the wages due by him, and that the work was, therefore,
not being prosecuted with vigour. This, without any disagreement on his

part, induced the Government to take charge of the construction and to use

his plant and machinery, engaging the laborers and others employed on the

works, since which time the work has been carried on at the expense of the

contractor, the Government in the first place advancing the necessary funds.

This arrangement will not result in any loss to the Government. The
work provided for in the contract was not complete at the date of our com-

mission.

The following sums have been paid on it up to the 30th June, 1880:-

30th June, 1877.......................................... $54,300
"& 1878........................................ 532,200

1879............ .............................. 877,700
1880.......................................... 411,630

$1,875,830

CONTRACT No. 16.

Railway Extension.

This concerns a subsidy from the Government to the Canada Central
Railway Company, to be paid for the extension of a line of railway from
the eastern terminus of that portion of the Canadian Pacifie Railway
known as the Georgian Bay Branch to the town of Pembroke. The
existing arrangement was substituted for an earlier one which was also
known by this same No. 16. That was for the extension between termini
and over a route different from those covered by the present agreement.

The Canadian Pacific Railway Act of 1874, contained, amongst others,
the following enactments:-

" 14. The Governor in C>uncil may also grant such bonus or bonuses, subsidy or subsidies,
to any company or companies already incorporated or to be hereafter incorporated, not ex.
Seeding twelve thousand dollars per mile, as will secure the construction of the branch lines
extending from2 the eastern ternmivus of the said Canadian Pacifie Railway to connect with
existing or proposed ines of railway ; the granting of such bonuses or subsidies to be subject
to such conditions for securing the running powers and other rights over and with respect
to the whole or any portion of the said branch railway, to the owners or lessees of the main lino

246 CONTRACTS.



CONTRACT No. 16.

Of the said railway or of sny section thereof, or to the owners or lessees of any other railway
'Onnecting with the said branch railway, as the Governor in Council may determine; but
every Order in Council granting such subsidy shall be laid before the House of Commons for
its ratification or rejection, and shall only be operative after its ratification by resolution of the
Hlouse.

" 15. The Governor in Council may, at any time after the construction of the said branch
railway, make with the company or companies owning any portion of the said branch railway,
such arrangement for leasing to such company or companies any portion of the said branch

railway which may belong to the Government, on such terms and conditions as may be agreed
upon-such lease not to exceed a term of ten years ; and may also make such other arrange-
mente as may be deemed advantageous for working the said railway in connection with that
portion of the said branch railway belonging to such company or companies: Provided no
auch contract for leasing the said branch railway, and no such agreement for working the said
-railway in connection with any other railway, shall be binding until it shall have been laid
before the House of Commons for one month without being disapproved, unless sooner
approved by a resolution of the House."

In the summer of 1874, at the request of the Minister of Public Works,
the Chief Engineer instructed a reconnoissance of the country between the
nouth of French River, on Georgian Bay,- at the west, and Pembroke

and Renfrew respectively at the east, to be made under Mr. Hazlewood
While this examination was in progress, the following inemorial was
presented to the Government by the Canada Central Railway

" To His Excellency the Governor-General of Canada in Council assembled.

"The Memorial of the Canada Central Railway Company, humbly shewet,-

4 That in the year 1861 your Memorialists were incorporated with power to cnstruct a
railway from the city of Ottawa to Lake Huron. The Legislature of Canada deeming the
opening up of the Ottawa Valley by railway communication, and the extention of a lino to
Lake Huron, a work of such public importance that to stimulate its construction a large land

grant was offered to the Company to aid in the building of the road ;
"That the Company were unable to avail themselves of the offer of the subsidy, and

build the railway within the time limited for its construction, and the grant, therefore, lapsed,
-except for a short section, to Carleton Place, from which point an extension to the village of
Renfrew has been completed and is now in succesaful operation ;

" That your Memorialists were, in the year 1872, allotted a subsidy of $2,650 per mile by
the Ontario Government, to encourage the building of the line through the county of Renfrew
towards Pembroke.

" The country west of Renfrew village being but sparsely settled, the Company bas been
unable to receive that substantial aid which it might fairly expect from the great publio
advantages naturally flowing from the development through railway enterprize of that

important section of Cangada ;
" That the eastern terminus of the Canadian Pacific Railway is on the line of the route

Which the Canada Central was authorized to construct in reaching Lake Huron ;
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" That with the subsidy of $12,000 per mile, proposed to be given under the Canadian
Pacific Railway Act, to a Company capable of constructing a railway to connect with existing
or proposed lines, your Memorialists believe they can complete their extension to the eastern
terminus of the Canadian Pacific Railway as soon as the branch railway authorized by the-
ad Act bas been built ; your Memorialists would therefore pray that an Order in Council be

pased granting the subsidy of $12,O0 per mile from the village of Renfrew to the eastern
terminus of the Canadian Pacifie Railway, aubject to the provisions prescribed in the 14th
section of the said Act.

"(Signed) H. . REDHEAD,
.President of the Canada Central Railway Company.

a O wTTAw, August 22nd, 1874."

No definite action was taken upon this memorial until after a report of
the 6th October, 1874, by the Chief Engineer, which is set out in full
(see contract 12), and from which it was assumed that certain grades and
conditions might be specified as feasible over a route from a point then fixed
upon as the eastern terminus of the Georgian Bay Branch, and extending
eastward to the village of Douglas, in the valley of the Bonnechere River.

On the 4th November, 1874, the following Order in Council was
passed:-

"Report of a Committee of the Bonourable the Privy Council, approved by His Excellency tl-
Governor General in Council, on the 4th November, 1874.

" The Committee of Council have had under consideration the application of the Canada
Central Railway Company, for the subsidy proposed to be granted to Railway Companies under
tbe terme of the Act 37th Vic., Cap. 14, intituled " An Act to provide for the construction of
1he Canadian Pacific Railway,' and they advise that a subsidy of $12,000 per mile be granted
to the said Company to aid in constructing their line from the vicinity of the village of
Douglas, westward, to the eastern end of the Branch Railway, proposed to be built from
Georgian Bay by the Government, being about one hundred and twenty miles, upon and subject
to the following conditions, namely:-

"lt. Thit the road shall be built upon a line to be approved by the Minister of Publie
Works, but which may be defined generally as ascending the valley of the Bonnechere, from
the icinity of the village of Douglas viâ Golden Lake and Round Lake, thence by as direct a
line as may be found to Buint Lake, and thence to the proposed terminus of the Government,
Bailway, at about the eighty-fifth mile from Georgian Bay,

" 2nd. That the Company shall, within one month from the ratification of this Order iê
Council by the louse of Comnimons, satisfy the Minister of Public Works that they have entered
into a bona fide contract or contracts for the building of the Railway, and have provided
sufficient means with the Government bonus to secure the completion of the line on or before
the first day of January, 1877, and also that the Company shall, from the date of such contracts,
make continuously such progress as will justify the hope of the completion of the line within
the time mentioned.

43rd. That the Companyshal anter into an agreement to grant runnirig powers, on terns
to be approved by the Governor in Council, to the Northern Colonization Railway Company,
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4d4 the Kingston and Pembroke Railway Company, from the point of intersection of their

l'spective lines, provided such point of intersection is on the subsidized line or within five
iiles of the same, and also to such other Companies as may have the termini of their systems on

* towards Lake Huron, and may be designated or approved by the Governor in Council as
Whtitled to such running powers, provided that the terms of such running powers may be
Znutually agreed upon by the Canada Central Railway Company and the other Companies
n7amed, and, in the event of a disagreement, the conditions shall be settled by arbitration, one
arbitrator to be selected by each Company and one by the Governor in Council.

" 4th. The Government, or lessees of the Government lino from Georgian Bay to the

Western terminus of the subsidized line, or any future owners of said line, shall possess

running powers on said railway on similar terms to the Companies designated.
" 5th. That payment of the subsidy shall only be made on the completion of the railway

in sections of not less than twenty miles, each payment to be made on the certificate of an

engineer, to be appointed by the Government, that a section or sections has or have been
completed ; payment may, however, be made of an amount equal to the subsidy on twenty

=iÎles on work extended over a larger distance, which in value will be equivalent to not los
than twenty-five miles of finished roadway; payment will also be made on rails delivered at
any point of the line to be constructed te the extent of seventy-five per cent. of the value

thereof, such rails to become the property of the Government until they are laid on the roaï

for use.
" The grant ta be operative only after the ratification of this Order in Council iy resolation

of the House of Commions.
"Certified.

"W. A. HIMSWORTH,
" Clerk, Privy Councit.

This Order in Council was ratified on the 13th March, 1875, by a
resolution of the House of Commons, which fact was, on the 27th of the
same month, communicated, by the Secretary of the Department, to ths
Canada Central Railway Company.

On the 24th March, 1875, that company had transmitted to the Depart-

ment of Public Works a copy of a contract, dated the day before, and made
between the said company of the one part, and the Hon. A. B. Foster of

the other part, having for its object the construction and equipment on or

before the lst January, 1877, of a single line of railway from the eastern

terminus of the said Georgian Bay Branch to the terminus of the Canada
Central Railway, at Renfrew Village; and in all respects, according to, and
in compliance with, the said Order in Council of the 4th November, 1874.
This contract is printed in full in a return to the House of Commons, dated

27th April, 1877.

It will be noticed that the contract between the company and Mr.
Poster included the whole distance to Renfrew Village, which was some
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miles beyond Douglas, the terminus of the line coveredby the arrangement
between the Government and the Canada Central Railway Company.

During the season of 1875 Mr. Foster, who was also the contractor
with the Government for the construction of the Georgian Bay Branch
(contract No. 12), put surveying parties in the field, with a view of loca-
ting a line from the mouth of French River, the western end of Georgian
Bay Branch, to Douglas, the eastern terminus named in the above Order in
Council.

In the contract between Mr. Foster and the Government concerning
the Georgian Bay Branch, the maximum grades ascending easterly were
specified at one in 200, or 26 40 feet per mile. No grades were actually
specified either in the Order in Council concerning this extension, or in the
contract between Mr. Foster and the Canada Central Railway Co., but it
seems to have been taken for granted that the same maximum grade was
applicable to the arrangement concerning this extension.

In a report by the Chief Engineer on the 23rd December, 1875,
concerning an application by Mr. Foster for a modification of the
grades and curves, he alludes to those defined by the contract for
the Georgian Bray Branch, and remarks that they were intended to apply
equally to the Canada Central extension. Apparently, in the expectation
that this arrangement would be carried to completion, Mr. Foster had pro-
cured a quantity of rails to be used on the extension from Douglas west-
ward, and they were, in the seafon of 1875, deposited at Renfrew, from
which point he had, as before mentioned, contracted with the Canada
Central Railway Co. to build a railroad westward. This was several miles
east of Douglas, the terminus of the line included in the arrangement with
the Government for a subsidy. On these rails the Government made
advances to Mr. Foster as follows :-

25th September, 1875................... . $23,000
27th October, 1875......................... 45,000

$68,000
This advance was subsequently assumed by Messrs. McIntyre &

Worthington, the present contractors, by a communication of the l5th July,
1878, which is hereinafter set out.

In the fall of 1875 Mr. Foster represented to the Government that the
specified conditions as to the grades over the extension were not likely to be
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-obtained, and he transmitted a report from his engineer to himself relating
Principally to this subject, dated 2Cth October, 1875, in which Mr. Shanly
shows that, in some places on the line, only heavy work could secure grades
even as good as 70 to 80 feet per mile and curves of 6o.

This was the begtnning of correspondence and proceedings, which led
finally to the abandon ment of the line described in the first contract for this
extension, and the adoption of another covered by the contract now in force.

We do iot think it necessary to set out these steps in full. Al that
are material are printed in a Return to the House of Commons, dated 26th
March, 1877, (Sessional Papers, No. 57.) A short description of them,
however, will not be out of place.

Mr. Shanly's report above mentioned was referred to the Chief
Engineer. He remarked upon it under date of 17th November, declining to
adopt Mr. Shanly's opinions, and advising that the contractors should
carry on the surveys with every possibletenergy, until a line within the
terms of the contract should be found.

On 23rd November, the Secretary of the Department notified Mr.
Poster to that effect.

On 27th November, Mr. Poster answered that a survey was going on
as fast as practicable and that he had had four parties out most of the time
from the May previous.

, On the 20th December, 1875, Mr. Foster again addressed the Depart-
mepnt, setting out difficulties, which seemed to him insurmountable, and
asking for modifications of his contract.

This was also referred to Mr. Fleming, and he reported on it on 23rd
December, 1875, stating in relation to the principal trouble mentioned by
Mr. Foster, that le (Mr. Fleming) had seen nothing as yet to show the
necessity of abandoning the grades and curves defined by the contract for
the Georgian Bay Branch, and intended to apply equally to the Canada
Central extension.

In February, 1876, a correspondence ensued, in which Mr. Fleming
enquired, and Mr. Foster stated, the arrangements which had been made
for proceeding under th contracts then in force concerning the Georgian
Bay Branch and this extension.

On 28th February, 1876, an Order in Council was passed authorizing
the cancellation of the contract concerning the Georgian Bay Branch, and



alluding to the application of Mr. Foster tohave this one modified, as W
inatter upon which the Minister would subsequently report.

On 23rd March, 1876, Mr. Foster again addressed the Department in
the following letter, which is the fiùst suggestion on record of a new route
for the subidsized extension.

OTTWA, 23rd March, 1876.
" SIR,-Since my communication to you on the 20th December, in reference to the line of

the Georgan Bay Branch and Canada Central Railway, my engineers have been continuously
at work in exploring and surveying the country between Douglas and French River.

"I now beg leave to give you the result.
"The shortest posible line between Renfrew and the Amable du Fond is (132) one hundred

and thirty-two miles, and from that point to the mouth of French River (105) one hundred
and five miles.

" I enclose a letter from Mr. Shanly expressing his doubt as to the possibility of obtain-
ing a practicable line on the route originally contemplated.

"I propose the exploration of the country batween Pembroke and Lake Nipissing.
"I bope the suggeetion will meet with the approval of the Government.
" I fropose to send out an engineering party immediately to ascertain the character of

the count) y and length of that line, and would like the Government to send an engineerwith,
the party, who would meke an independent report for the information of the Goverment.

"I have the honour to be, Sir,
" Your obedient servant,

"A. B. FOSTER.
"The Hon. Minister of Public Works,

" Ott wa."

On the 6th April, 1876, the Secretary of the Department informed Mr.
Foster that his application on this matter would receive due consideration,.
after which, the neit communication on the subject we record, is nine
nonths later, as follows.:

"OTTWA, January, 1877.
"SiR, - Owing to importar>t reaEons that sffect the Canada Central Railway very seriously,

but which it is not necessary to discuss in this communication, it is imperatively necessary
that I should be at once informed es to the decision of the Government on my proposal to
alter the line of the Canada Central Railway, by continuing the extension westward from Pem-
broke instead of from Dougles. Acting on the belief that the Government preferred the route

Up the Bonnechere Valley, I spent nearly two years in the effort to locate a line of railway
by which the Cánada Central could be extended in that direction, to the proposed eastern
terminus of the Canadien Pacific Railway. After, however, an expenditure of $35,000 (thirty-
five ;housand dollars), I have be n reluctantly forced to the conclusion that a line with
curves and gdente, sueli es a urst-class road ouglt to poisess, carnot be obtpined by that
route; moreover, afier the first fif y mi!ee, the vomitry is so uninviting as to dispel the hope

that settit ment would follow trŽe construction of the road. Acting on the advice of the Chief

Engiriee% of the Company, Mr. Walter Shanly, I despatched a party under the immediate
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charge of Mr. William Murdoch, C.E., to examine and report on the route between Pembroke
and Nipissing. I had the honour to transmit to your Department, in June last, a cpy of Mr.
Murdoch's report; it confirmed the opinion that Mr. Shanly had previously expressed, that
the extension viâ Pembroke possessed so many advantages over the other route as to make
is selection a necessity in the interest of the Company ; lying nearer the valleys of the
Ottawa and Mattawan the country is so much lower than by the Bonnechere route, and less
broken by hills, with fewer lakes to avoid, the land seems better adapted to support an agri-
cultural population. This is evidenced by the fact that settlements on the Ottawa are rapidly
extending westward towards the Mattawan-the latter point is now a thriving village; the
settlements are also increasing between it and Lake Nipissing. It L now admitted that the
Quebec system of railways will shortly be completed from Quebec to Aylmer. The extension
of the Canada Central Railway up the valley of the Ottawa, in close proximity to the Province
of Quebee, will permit an easy connection at Portage du Fort, or even further west, in the
event of an extension in that Province. Mr. Shanly is also of opinion that the distance either
to the south-east corner of Lake Nipissing or to Contin's Bay, on French River, is about the
same by Pembroke as by the Bonnechere; and that the elevations are more favourable. Mr.
Harris and Mr. Murdoch, the other engineers employed by the Company, concur in this
-opinion.

" In view of all these facta it is evident that the true interests of the country, and also of
the Company, will be better served by the construction of the railway from Pembroke rather
than Douglas.

"I propose te build the Canada Central Railway to the south-eastern corner of Lake
Nipissing, the Government granting the subsidy for an equal number of miles as proposed
fron Douglas, namely, 120.

" If it is thought best in the public interest, instead of the Government constructing a
line from the south-east end of Lake i\ipissing te Contin's Bay, I would undertake te extend
,the Canada Central to the latter point on the payment of a subsidy of $20,000 a mile, for that
portion between Lake Nipissing and Contin's Bay; the road to be in every respect equal to
-the newly built portion of the Canada Central between Renfrew and Pembroke.

"The railway to be completed withia five years.
"You will much oblige by giving me an answer as early as possible.

"I have the honour to be,
"Your obedient servant,

"A. B. FOSTER."

This was followed by a formal communication from the Canada Central
Railway Company, as shown below :-

"OTTAWA, 1Oth Febiuiry, 1877.

"Si,-In November, 1874, the subsidy of $12,000 a mile was granted to the Canada
Central Railway Company to connect its line with the eastera terminus of the Canadian
Pacific Railway, under the authority of the Act for the construction of the Canadian Paifio
Railway. The route then proposed was westward from the village of Douglas by the valley Of
the Bonnechere. Early in the spring of 1875 the Company despatched a staff of surveyora
and engineers to explore the country and locate the line for the railway,. and although the

lrot fifty miles proved favourable, the country further west was found to be intersected by
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bills and ridges with considerable bodies of water, and iltogether unsuited for a line with ther

curves and gradients of a first-class road.

" After an expenditure of upwards of $35,009 the Company have been compelled to

abandon the extension of the road on that line.

" Acting on the advice of W. Shanly, Esq., Chief Engineer of the Company, an explora-

tory survey was last year made under the immediate charge of Mr. WGa. Murdoch, C E., of

the country lying between Pembroke and Lake Nipissing. The result of the exploration con-

firmaed the opinion that Mr. Shanly had previously expressed, that the extension via Pemn-

broke possessed so many advantages over the other route as to make the selection a necessity

in the interest of the Company ; following the valley of the Ottawa, the country is much

lower than by the Bonnechere and le-s broken by hills.

" It is now apparent that the Quebec system of railways will shortly be completed from

Quebec to Aylmer, and it is contemplated to extend the Quebec Railway line to Portage du
Fort, or some other point further west.

" The extension of the Canada Contrat Railway up the valley of the Ottawa in close prox-
imity o the Province of Quebec, will permit of easy connection either at Portage du Fort or

at su,:h othler point as may be con4idered desirable.

" It is the opinion of Mr. Shanly that the distance from Renfrew to Lake Nipissing is not

materially increased by the adoption of the northern over the southern line. Mr. Harris and

Mr. Murdoch, the other engineers employed by the Conpany, concur in this opinion. In view

of all these facts it is evident that the true interest of the country and also of the Company,

'will be better served by the construction of the Raiiway from Pembroke, rather than from

Douglas.

"The Company now propose to extend the Canada Central Railway to that point where

the South River enters Lake NipiEsing, being the outlet of the Nipissing road, the Government

granting the subsidy for an equal number of 1miles as was proposed from Douglas; this will

carry the railway lin. nearly twenty miles further than the point originally settled as the east-
ern terminus of the Canadian Pacifie Railway, end thus save a proportionate mileage on that
line.

" Under the original Order in Council granting the subsidy, the Company was bound to

grant running powers, oL terms to be approved by the Governor in Council, to the Northern
Colonization Railway Company with the Kingston ard Pembroke Railway Company, from the
point of intersection of their respective lines, provided such point of intersection was on the
subsidized line, or within five miles of the same; in the case of the former Company the
connection, five miles east of Douglas, would involve the construction of about eleven miles

of road. The Canada Central is willing to concede to that railway the privilege of running

powers at any point of intersection opposite Portage du Fort, thus shortening, by about

eleven miles, the proposed connecting line; it is also willing to enter into an agreement

with the Kingston and Pembroke Railway, to grant running powers froin the village of
Renfrew or any other point further west.

" The Company request that payment of the subsidy shall be made on the basis of 80 per

cent. of the expenditure, the drawback of 20 per cent. to be paid on the completion of every

ten miles,- the line to be completed in three years. The provision for the advance on rails to
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be similar to that contained in the former Order in Council, namely, 75 per cent. when
delivered.

"I have the honour to be, Sir,
"Your most obedient servant,

" J. W. READ,
"Vice President O. C. Railway.

* The Honourable
"The Minister of Public Works."

This having been submitted to the Chief Engineer, he made the fol-
lowing report:-

" OTTAWA, 16tb, February 1877.

.?" Sii,-I have the honour to report on the proposail, made by the Canada Central Railway
Company, in the communication addressed to you, of date 10th instant.

" I do not altogether concur with the view expres'ed as to the impossibility of finding a
line and building a first-class railway, on the route originally laid down, by the valley of the
Bonnechere.

"It is due, I think, to an officer on my staff, Mr. lazlewood, to state that the surveys
which bave since been made substantially confirm the report, on the reconnoissance which he

Made in 1874. He was instructed te walk over the ground and report if it would te practicable

to huild a railway, scioss the country, in a direct course. On bis return, he reported that

be felt 'quite safe in stating, thata railway could be located, on a direct course, between the

mouth of French River and Burnt Lake; in fact, that the departure from a straight line

would probably not increase the distance more than five per cent.'

" He farther reported on the character of the country between Burnt Lake and Renfrew,
via the Valley of the Bonnechere River, and expressed the opinirn, that there would not be

any great difficulty in finding a practicable route for the railway.

" While I have as yet seen nothing to alter my own views with respect to the generat
accuracy of Mr. Hazlewood's report; I ara satisfied that there are no engineering objections
to the proposal now submitted by the Canada Central Company, to extend the line westerly

from Pembroke, instead of from Renfrew.
" Indeed the information obtained goes to shw, that a line with more favourable gradi.

ents may be obtained on the route now proposed to be adopted by the Ctanda Central, and
that it will serve the interest of the country fully as well. I have, therefore, no hesitation in

recommending that the proposal be favourably entertained.

"I think it would be well to stipulate with the Canada Central Company that the gradi-
ente ascending westerly may be as high as 52-80 per mile, but that the maximum ascending in

the opposite direction should be 26.40 per mile; and that the curvature and general align-
ment should be approved by the Department.

"I have the honour to be, Sir,

"Your obedient servant,

"SANDFORD FLEMING.
" The Hon. A. MÂcKBNziE,

" Minister of Public Works."
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On the 18th April the following Order in Council was passed:-

"Report of a Committee of the Hon. the Privy Council, approved by Hia Excellency the
Governor General in Council, on the 18th April, 1878, which is as follows: -

" The Committee of the Privy Council have had under consideration the questions rela-

ting to the construction of the Georgian Bay Branch of the Canadian Pacific Railway, and the

extension westward of the Canada Central Railway, in consideration of a subsidy to be paid

by the Government, as provided by the Canadian Pacifia Railway Act of 1874.
'• That a contract was entered into in 1874, with Mr. A. B. Foster, for the building of the

«Georgian Bay Branch, under which Mr. Foster was te execute all the surveys, as well as per-

form the work of construction from the mouth of the French River, 85 miles eastward.
" That on the 28th Febpuary, 1876, this contract was annulled, and Mr. Foster was paid

such portions of hie expenditures on the surveys, as were reported by the Chief Engineer to
be serviceable to the Department, in completing the survey.

" That on the 4th November, 1874, an Order in Council was passed, under the terms of
the Act 37 Vic., cap. 14, known as the Canadian Pacifie Railway Act of 1874, whereby a sub-
sidy of $12,000 per mile was granted to the Canada Central Railway Company, for a distance
not exceeding 120 miles from the eastern end of the Georgian Bay Branch above referred to,

upon the conditions :-
"lst. That the road should be built upon a lins to be approved by the Minister of Public

Works, but which was defined generally, as ascending the valley of the Bonnochère from the

vicinity of Douglas Village, vid Golden Lake and Round Lake, and thence by as direct a lino

as might be found, to Burnt Lake, and thence to the proposed terminus of the Georgian Bay

Branch-about the 85th mile from Georgian Bay.
" 2nd. That the Company should, within one month, satisfy the Minister of Public Works,

that they had entered into a bon .fde contract for the building of the railway.

" 3rd. That running powers should be given to certain roads on stated conditions.

61 4th. That the Government or the lessees of the Government lins from Georgian Bay,

thould possess running powers on simillar terms to the Companies designated.

" 5th. That payment of the subsidy should be made on the completion of the railway in

sections of not less than 20 miles, upon the certificate of an engineer to be appointed by the
Government.

"That in consequence of the annulling of the contract for building the Georgian Bay
Branch, it was considered bedt to complete the survey of the country to be traversed which
bad been, to a great extent, executed by the engineers of the contractor, with the result of .
raising some doubts as to the best direction.

" That it was deemed unadvisable to urge the Canada Central Railway Company to pro-
ceed with the building of the subsidized line, until the more complete examination and

survey Of the country should have been accomplished.
" That Mr. Hazlewood, the engineer originally charged with making an examination of

the country from tbe mouth of the French River to the neighbourhood of Douglas and Pem-

broke, reported that a line, with fair gradients and average work, was practicable in the

direction indicated by the Order in Council refsrred to.
" That the engineers of the Canada Central, and those employed by Mr. Foster, reported

more serious obstacles in grades and engineering work, and difficulties after leaving the lower

part of the BonnlCeclere Valley; and though the Chief Engineer stated that he believed that
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a more thorough exploration would prove that they were mistaken, it became necessary to
ascertain the facto with greater particularity.

" That Mr. Lumsden was, therefore, despatched early in the season cf 1876 with a strong
party to do the work.

" That this engineer has reported, as the result of the season's operations, that a fair iune
can be obtained on Mr. Hazlewood's plan, but that for a considerable distance the work will
be somewhat heavy, in consequence of the prevalence of rock-cutting, and that the maximum
grade rising eastward would be 52.80 feet per mile, in an aggregate distance of about seven
miles, and that there are three miles of the sane grade risine westward. That this grade,
tbough not excessive, is much higher than Mr. Hazlewood exp cteýd.

" That the engineer employed by the Canada Central Railway Company has reported that,
so fer as works of construction are concerned, a more favourable line coule be obtained, ascend-
ing from Pembroke on a line nearly parallel with the Ottawa River, and distant fr a the same,
after leaving the Petewawa River, an average of 8 or 10 miles, and touching in its course the
south-east corner of Lake Nipissing.

" That the same engineer reports generally that the alignment of the roa'l is good, and
that it will not exceed 6 per cent. of curvature; that from Pembroke to Nipissing Road, five
rivers are crossed four requiring bridges of a span of 100 feet, and one (the Petewawa)
a span oe 400 feet; that 40 miles are through a spruce, tanarac and hardwood country, and
ninety miles through burnt woods and open country, the soil generally being of a sandy or
gravelly character, with considerable reaches of clayey sand and sandy loam.

" That the estimated distance from Pembroke to the south-east corner of Lke Nipissing

is about 130 miles. This point is about 20 miles further west than the point previously

determined on as the eastern terminus of the Canadian Pacific Railway, (thus saving to the

public the construction of about 20 miles of railway). From this point westwari to Cantin's

Bay, the projected station on French River, the distance is between 50 and 55 mi'es.

"That the Canada Central Railway Company, in a letter dated the 10th February, 1877,
proposed that the Company should build the westward extension fronm Pembroke on this

lin., to the south-east corner of Lake Nipissing, for a total bonus of $1,440,000, being at the
rate of $12,000 per mile upon 120 miles; that payment of the subsidy should be maie on the
basis of 80 per cent. of the expenditure, the drawback of 20 per cent. to be paid on the com-
pletion of every 10 miles, the line to be compîeted within three (3) years, and 75 per cent.
of the value of rails delivered on the ground to be paid as the rails are delivered.

" That Mr. Fleming, Engineer-in-Chief, to whom the proposal was referred, reports as
follows

'CANADIAN PACIFio RAILWAY,
' OFFICE OF THE ENGINEER-lN-CRIEF,

'OTTAWA, 16th February, 1877.
' The Hon. A. MAOKENZiE,

' Minister of Publie Works.
'SIn,-I have the honour to report on the proposal made by the Canada Central RmidwAY

Company, in the communication addressed to you of date 10th inst.
'I do not altogether concur with the view expressed as to the impossibility af finding a

lin. and building a firat-class railway on the route originally laid down by the valley of the Bonne-

chère. It is due, I thnk, to an officer on my staff, Mr. Hazlewood, to state that the surveys
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which hqve since boeu made substantially confirm the report on the reconnoissance which he

made in 1874. He was instructed to walk over the ground, and report if it would be practicable

to build a railway acrosa the country in a direct course. On his return he reported that he felt

quite safe in stating that a railway could be located on a direct course between the mouth of

French River and Burnt Lake ; in fact that the departure from a straight lino would probably

not increase the distance more than 5 per cent.
' ie further reported on the character of the country between Birnt Lake and Renfrew,

viâ the valley of the Bcnnechère River, and expressed the opinion that there would not be

any great difficulty in finding a practicable line for the railway.
',ile I bave, as yet, seen nothing to alter my own views with respect to the general

accuracy of Mr. Haz'ewoo Vs raport, I am satisfied that there are no engineering objecti ns to

the proposal now submitted by the Canada Central Railway Company, to extend the line

westerly from Pembroke instead of from Renfrew.
'Indeed, the information obtained goes to show that a line with more favourable gra lients

may be obtained on the route iow proposed to be adopted by the Canadia Central, and that it
will serve the interesis of the country fully as well. I have, therefore, no hesitation in recom-
mending that the proposal be favourably entertaine i.

'I think it would be well to stipulate with the Cinada Central Company that the
gradients ascending westerly may be as high as 52-80 per mile, but that the maximum

ascending n the opposita direction should be 26-40 per mile ; aud that the curvature and
general alignment should be approved by the Department.

'SANDFORD FLEMING.'

"That the Hlouse of Assemly of the Province of Quebec, on February 13th, 1875, passed
a resolution which vas conmunicated to the Government of Canada stating that, according to
the reports of eminent men on the nature and contigu, ation of the ground, it appears that a
track which would follow the Mattawan vould present the cheapest, th - easiest, the shortest
route for the development of the vast co:nmerce of the west and of the Pacifie, as well for
the branch of the Pacific to the east of the Georgian Bay as for the lino to be subsidized by
the Government * * and that in the event the exploration
proves that a preferable lino to that of the Mattawan exists te the south of the River Ottawa,
the lin. to be subsidized by the Government, be brought to Pemb roke, and not to Renfrew,
where ajunction with the railway system of the Province of Quebec is impossible, seeing the
enormous expense which it would entail.

" That since that period the Government of Quebec have commenced the construction of
railways on the northern side of the St. Lawrence and Ottawa Rivers, and the railway from
Montreal westward to Ottawa has been complet3d by that Government.

" That thoug the line would be lengthened by this deflection to the northward, the
western end of the subsidized line would, as stated, reach a point much further to the wast-
ward of the previoualy proposed terminus, or junction with that portion of the Canada
Pacific Railway proposed to be built under the terms of the Act, to the French River, and
would thus save to the public the cost of constructing about twenty miles of railway.

" The Committee of Council, after fully considering the facts as already summarized,
reoommend,-

" First.-That the proposition of the Canada Central Railway Company to extend the line
to such point as may be selected by the Government as the terminus of the Canada Paoifio
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Railway, at or near the crossing of the Nipissing Road, at the south-east corner of Lake

Nipissing, for the s1m of one million and four hundred and forty thousand dollars ($1,440,0G0)

should be accepted, upon the condition as to grades recommended by the Chief Engineer,
and that the total payment to be made shall not, under any circumfstances, excéed the sum

of twelve thousand dollars ç$12,000) per mile.

"Second.-That the Company shall, within three months of the ratification of this Order

in Council by the House of Commons, satisfy the Minister of Public Works that they have

entered into a bona2fde contract or contracta, for the building of the railway, and have pro-

vided sufficient means, with the Government bonus, to secure the completion of the line

and also that the Company shall, from the date of such contracts, make continuously such

progress as will justify the hope of the completion of the line within the time mentioned.

" Third.-That the Comrany shall enter into an agrcement to grant running power4, on
terras to be approved by the Governor in Council, to the Montreal, Ottawa and Western

Railway, now in process of construction, from Montr-al, on the northern side of the Ottawa
River, or any railway in extension thereof frorm any print of interaection west of the town of

Renfrew, that may be approved of by the Governor in Council, and also to he Kingston and

Pembroke Railway Company, from the intersection of their line, provided such point of
intersection is at or west of Renfrfw, and to such other Cimpanies as may have the teriàinä

of their systemis on or towvirds Lke IT'uron, and which nay be design4ed by the Governorin

Council as enttled to such running powers : Provided that the terrms of such running powers

te any of the said Companies or roads may be mutually agreed upon by the Canada Central

Railway Company and te Quebec Government, and the other, Companies named; and in the

Ovent of a disagreement, the conditions to be settled by arbitr>tion, one arbitrator te be

selected by each pa.rty, and one by the Goveraor in Council.

" The Governnent of Canada hnd th,-. lessees or future owners of the Government road,
westward of tie western terminus of the subsidized line, shall possess ruig 1owers iii the

said railway on similar terms te the Companies designated.

"Fourth. - That payments be made to the extent of eighty (80) per cenut. of the said

bonus of $12,000 per mile on the completion of every ten miles-one-half of such payment

rnay be advanced when work equal te five miles is completed on any one section, on the

certificate of the Chief Engineer that satisfactory progress is being made-and payment te

the extent of sixty (60) per cent. may be made on work extending over twenty-five miles
upon the certificate of the Chief Engineer, that such work is equal to ten miles of completed,
track.

" The balance to be paid on the entire completion Of the railway to the Nipissing road at

the south-east corner of Lake Nipisamg ; Provided that payments may be made upon rails

delivered, te the extent of seventy-five (75) per cent. of the market value thereof-the

amount se paid on rails te b. deducted from each settiement of ten mils.
"All payments te be made on the certificate of the Chief Engineer.

"They further recommend that payment& be made to the extent of eighty (80) per gent,
Of the work actually executed, on the completion of every ten miles, in the proportion Which

ter thousand dollars per mile bears to the actual cost of each section.

"The Company, however, to have the option of substituting the payment by the Gora-

mnent of the interest (or part of the interest) on bonds of the Company, running over suoh.
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term of years as may be hereafter approved by the Governor in Council, in lieu of the
mileage subsidy referred to.

"The terme and conditions in all other respects to be the saie as above provided.
"The grant to be operative only after the ratification of this Order in Council by resolu-

tion of the House of Commons.

"Certified.
"W. A. HIMSWORTH,

"Clerk, Privy Council."

This was laid before the House of Commons by the Minister of Public
Works, and on the seventh day of May, 1878, it was ratified by a resolution
of the House.

On the 26th of April, the Canada Central Railway Company notified
the Minister of Public Works that on the 20th of that month, the Company
had executed a contract with Messrs. Worthington & Co. for the construc-
tion of the extension from Pembroke to the point of junction with the
proposed Georgian Bay Brauch, a copy of which contract was, on the 10th.
May following, furnished to the Department.

We think it sufficient for the present purpose to give no more than
the following portion of the said contract:-

'Tis INDENTURE, made between Duncan MoIntyre, merchant, and James Worthington, con-
tractor, both of Montreal, in Canada, hereinafter called the contractors, of the first part ;

and the Canada Central Railway Company, hereinafter called the Company, of the second

part ;
, Witnesseth: that the said parties hereto have contracted and agreed, and by these

presents do oontract and agree to and with each other in manner following, that is to
My :.

"1. That the contractors will, at their own expense. construct and complete a railway for
the transit of locomotives, steam engines, and any other description of motive power, ordinarily
used and applied on lines of like nature, and of all carriages and waggons drawn or propelled
thereby, and in complete readiness for such transit, as a single line, from a point at or near
the crossing of the Nipissing road, at the south-east corner of Lake Nipissing, to be fixed by
the Government of Canada as tho Eastern Terminus of the Georgian Bay Branch of the Cana-
dian Pacific Railway, to a junction with the presently constituted portion of the Canada
Central Railway at or near the town of Pembroke, (the said railway being a section or exten-

sion of the Canada Central Railway, being hereinafter designated and known as the Western

Section, and the presently constructed portion of the said Canada Central Riilway, and being
hereinafter designated and known as the Eastern Section); together with all stations and

station houses, engine houses, sidings. switches, turnouts, turntables, fencing, and other appur-

tenances necessary for the due and convenient use of the said Western Section; and shall also
do and perfori, or cause to be done and performed. at their own expense, al engineering

work required in surveying, planning, laying out, preparing for and carrying on the said work;

including the making Of all necessary plans, surveys and books of reference, and the perform-

260 CONTRACTS.



CONTRACT No. 16.

snce of all the obligations in respect of engineering plans and surveys imposed upon railway
'companies by the general Railway Act of the Dominion, and by the charter of the said Com-

pany; of all which plans, surveys, sections and books of reference, copies shall be d"posited
with the said Company, free «f charge, as soon as conveniently may be after the making
thereof.

"2. 1he said Western Section shall be constructed, and the said works shall be done and
performed in a good, substantial and workmanlike manner. and according to such plans,
sections and drawings, as may be hereafter made under the supervision, or by the orders, of

the Department of Public Works of Canada; or by or under the supervision of any engineer
to be appointed by the Government of Canada as Supervising Engineer; or that may be

adopted or approved by any order or report of any Committee of the Honourable the Privy
Council of Canada, approved by His Excellency the Governor-General in Council, made or to
be made in the premises, or by any subsequent order, amending or altering the same ; and ia
aH respects in accordance with such Orders in Council. And the portion of the Canada Cen-
tral Railway, lying between Renfrew and Pembroke, shal be reg irded as constituting a fair
average standard of the character of the work to be done under this contract; subject always
to such Order or Orders in Council as are or shall be made and passed, as heroinbefore
described.

"3. The contractors shall, at their own expense, provide and pay for all materisi
utensils and implements, labour and workmanship, required in the performance of the work

contracted for; and will use and employ the best materials of every kind, such as the engi.

neer for the time being having the supervision of the works on behalf of the said Govern-

ment, shall approve of.
" 4. The contractors shall provide the right of way fer the said Western Section, and all

land required for stations, sidings, turnouts, gravel and ballest pits, and the like, and shall pay

for the same, and for all lsnd and other damages which may become due and payable in
respect thereof. And all title deeds of such land, and acquittances for such land damages,
shall be taken in the name o' the Company. And the contractors shall be, and are hereby,
-authorized and empowered to take all necessary steps and proceedings, make tenders and
offers, appoint arbitrators, and carry on arbitrations, suits and actions, such as shall be useful
or necessary in the acquisition or expropriation of land and adjustment of land damages ;
the whole in the name of the Company, but at their own proper cost and charges, to the

entire exoneration of the Company.
"5. The said contractors sball commence the construction of the said railway so soon as

the Order in Council respecting the subsidy is ratified by Parliament, and shall complete and
imish the said railway according te the provisions hereof, in perfect running order, on or
before the thirty-first day of December, in the year of our Lord one thousand eight bundred
and eighty. And during the inte val they shall make continuously such progress as wil
justify the erpectation of the completion of the line within the said perio 1; and if at any
time during the progress of the work the Company's engineer shall report to the Company
that the contractors are not then making such progress as will justify such expectation, and

if the Company and the Honourable the Minister of Public Works of the Dominion concur in

*uch report, such report shall be communicated tthe contractors ; and if within three months

thereafter they shall not take such steps as shall be prescribed in such report as being neces-

sary to cause their rate of progress to conform to the conditions of this clause, they shal b%
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conclusively held to be in default in the performance of this contract; and the Company
shall thereupon have the right to take the works hereby contracted for out of the bands of
the contractors, and to continue and complete tbem at the expense of the contractors ; for
wbich expense they shall have immediate right of action against the contractors from time to
time, as disbursements are made by the Company in respect thereof; and the taking over
the sad works in the said manner and for the said cause, sball not be held to be an acceptance
by the Company of the said Western Section within the meaning of this contract; nor shall
the eaid Company tbereby become liable eitl er Ps te its personalty in any manner whatever
nor as to its realty to any extent beyond the said Western Section, for any bonds issued upon
the said Western Section, or for any debt whatever contracted in respect thereof; and upon
such taking over, the Government and all othpr subsidies in aid o the said work shal! cease
to be payable te the said contractors, and shall thereupon and thereafter become payable to
Ihe Company ; and all obligation under this contract to deliver bonds te the contractors, and
the right of the contractors to use and control the said Western Section, shall thereupon cease
anl determine.

"6. In consideration of the preniises, and of the perfornance by the contractors of the
several agrePments, covenants and conditions on their part herein contained, they shall be
entitled te receive for each mile of the said road, in respect of which a subsidy bas been
granted by the Government of Canada, to the extent of twelve thousand dollars per mile, the
anount of the said subsidy, upon the terms upon which it bas been granted; but without any
warrsnty by the said Company of the payment thereof, the contra ctors thenselves a' suming
the rfsk thereof and undertaking t oobtain the s-me.

This contract having been referred to the consideration of the Chief
Engineer, he reported upon it as f>llows:-

"OTTAWA, 17th May, 1878.

"Si,-With resl ect to the contract between Messis. McIntyre & Worthington, and the
Canada Central Railway Company, which bas be;en referred te me for consideration.

"It is net my province to deal with anv but engineering questions and witL respect to
them I beg to remark:-

I. I find the only specification as to the character of the line te be built in the 2nd
clause: 'the portion »of the Canada Central Railway lying between Renfrew and Pembroke,
shalt be regarded as constituting a fair average standard of the character of the work te be
done under this contract.'

"2. On enquiry I have found that although tlhat saction of the Canada Central may serve
the purpose of a railway, it is by no means cf a high character and before it be accepted by the
Government as the standard, I would advise that an examination be made of it.

1- 3. Under the 21st clause, the engineer of the Company appears to have very limited
control over the works.

it 4. There appears to be no provision for rolling stock and if my information be correct,.
the contract seems to give the contractors the power to build an inferior railway.

0 5. As already stated I would advise that an examination be made of the proposed stan-
dard, and the Government reserve the right to approve of th&% gradients and curves an«
5enerally the plans and profiles of the location survey before being finally adopted.
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"6. The western end of the line is rather indefinitely described; I would sug -est that it
be defined as being opposite the post office of Nipissingan, on the western uide of South River.

" I have the honour to be, Sir,

" Your obedient s'rvant,
"SANDFORb FLEMING,

" Engineer-in. Chief.
CiF. BRauN, Esq.,

"Secretary Public Works."

In pursuance of the recommendation contained in the above report,
Messrs. Smellie and Ridout were, on May 23rd, 1878, directed to make au
examination of that portion of the Canada Central Railway lying between
Pembroke and Renfrew, and report thereon. They did so on the 6th June,
1878, and it gave rise to the following letter

" OTTwA 7th Jon, 1878.

"SIR,-I am directed by the Minister of Public Works tu infortu you that he bas had under
consideration the contract into which the Canada Central Railway Company have entered with
Messrs. MeIntyre & Worthington, for construction of line westward from Pembroke to be sub-
aidized by Govexnmient, and that the i ame meet, his approval, subject, however, to the follow-
ing being understood with respect to certain p'rtions thereof.

"Section 2 states that the portion of the Cinada Central Railway lying between Renfrew

and Pembroke shall be reg-rded as constituting a fair average standard of the character of the

work to be done under the contract, but subject to special orders fram' the Government

respecting plans, &c.
" The Miniter regards that portion of the Canada Central Railway as being in some

respects inferior to the character of the road which should be built under the subsidy; and,
aret, s regards the width of the embankments, wNich is at present about 14 feet at the finished

level, they will re quire to be at least 16 feet, and i!' at certain points the Government engineer
should deem it necessary to have the width extended to 17 feet, bis requirements in this
respect shall be acceded to. The cuttings of that portion of the road are also too narrow to

afford proper drainage, and to make allowance for mîterial falling into the ditches, an i it will
be required that the cuttings on the new Une shall be not less than 22 feêt. It will also be
required that none of the curves shall be of less rditos than that of the minimum r iius of the

ourve upon the pertion of the road between Pembroke and Renfrew, viz.: 4'= 1,432 feet; and
the percentage of that curvature allowed shall be sulbject to the approval of Government.

It will likewise be understood that the pile bridging existing on this portion of the road
is not to be adopted on the subsidized line, but that the piles should be taken to the water or
ground level, and bents erected thereon, which maiy, when necessary, be removed without
inconvenience, and that where it is possible to do so witho ut excessive expense, it would be
desirable to> have the abutments of stone work.

"It is further to be understood that nn portion of the gradients ascending westward shal

be in excess of 52.80 per mile, and that no poi.tion of the gradients extending eautwrd shall
be in excess of the maximum grade obtainable on tne Georgitn Bay Branch, whioh connects

with the subsidized line at Lake Nipissing, and that the percentage of such Maximum grade
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relatively to the whole line shall not excaeed the percentage of simailar grades on the Georgian
Bay Branch.

"Moreover, it is to be understood that it will be very desirable to have steel rails for the

whole of the Une; aud although the Minister does not insist upon this as being a condition in
the contract, he does insist, if steel rails are not laid, upon the prourement of a superior
quality of iroa rails, and that such rails be subject to the inspection and approval of Mr. C. P.

Sandberg, the Government Agent in London, England.

" The contract gives authority in certain instances to the contractors to act in the roon

and stead of the Company in negotiations and business engagements with the Government.

" There is no special objection to this arrangement ; but such provisoes are approved only
with the underatanding that the Company themselves are not by such approval relieved from

any of the obligations necessarily attaohed to them by virtue of the Order in Council, sano-
tioned by Parliamant.

"I am, Sir,
"Your obedient servant,

"F. BRAUN,
"&Scretary.

.JsO. G. RICHARDSON, Esq.,
"President Canada Central Railway Co.,

" Brockville, Ont."

On 10th June, 1878, Messrs. McIntyre & Worthington, by a letter to

the Ministar of Public Works, formally accepted the conditions specified in

the letter of the 7th of that month, above referred to, after which on the

7th June, 1878, an Order in Council was passed confirming the said contract,
subject to the restrictions which had been specified in the above letter, from
the Secretary of the Department, to the President of the Canada Central
Railway.

The advance on account of rails which had been previously made in
the year 1875, as before mentioned, to the extent of $68,000, was satisfied

by the new contractors, Messrs. MeIntyre & Worthington, according to the
terms of the following letter from them

" MoRIaAL, 15th July, 1878.
"Sn,--Mr. Asa B. Foster has this day paid us the sum of eight thousand one hundred and

seventy-two dollars for a shortage of two hundred and twenty-seven tone iron railroad rails, at
the rate of thirty-six dollars per ton. And we hereby aocept the railroad iron at Renfrew,
now stored and lying there upon our contract for the extension of the Canada Central Railway

from Pembroke to Lake Nipissing, for the sum of sixty-eight thousand dollars, the amount
advanced by the Government on account of Government subsidy on said road to that amount.

"We have the honour to be, very respectfully,

SYour obedient servants,
"McINTYRE & WORTHINGTON.

e The. Honoursble

f The Minister of Public Works,
" Ottawa."
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It will be noticed that in the arrangement last made with the con-
tractors, the grade which had, in the first instance, been adopted on the
Georgian Bay Branch, and which was considered to be equally applicable
to the extension, under the first contract with Mr. Foster, was no longer
preserved. That which was held to be the maximum under the new con-
tract . was the one which was obtainable over the new location of the
Georgian Bay Branch. That, though not mentioned in the writings, was,
in fact, 40 feet per mile, as a maximum.

In the progress of the works nnder this new contract with Messrs.
McIntyre & Worthington, it was ascertained that this grade could be
secured only at an excessive cost. An application was made to the Gov-
ernment to relieve them, over a portion of the line, from that condition in
the contract. Accordingly, the following Order in Council was passed:-

" Cory of a Report of a Committee of the Honourable the Privy Council, approved by Hi#
Excellency the Governor-General in Council, on the 16th June, 1880.

"On a memorandum, dated l4th June, 1880, from the Hon. the Minister of Railways and
Canals, representing that by an Order in Council, dated 17th June, 1878, having reference to

the construction of the extension of the Canada Central Raiiway westward to meet the Pacifie

Railway, it was provided that ' no portion of the gradients ascending westward shall be in

excess of 52-80 per mile, and that no portion of the gradients extending eastwarxis shall be in

excess of the maximum grade obtainable on the Georgian Bay Branch (namely, 40 feet per
mile).'

" That an auplication bas been received from the contractors, MeEsrs. Duncan McIntyre
& Go., for permission to use the grade of 5240 feet in p'ace of 40 feet for a ditance of three
(3) miles, near Deux Rivieres, ascending eastwards, the formation of the country being stated
to be of such a nature as to render compliance with the orler specified, almost imr.ossible.

" That the then Engineer-in Chief cf the Pacifie Railway has reported that te round i8
very difficult for a few miles at this point, and that no seriouhs otjection exista to the change

proposed.
" The Minister accordingly recommends that he be empowered to make the concession

desired by the contractors for the change of grade at the point named. Such concession to
be, however, distinctly understood as being exceptional and in no way to be drawn into a
precedent.

"The Committee submit the above recommendation for Your Excellency's approval.

"Certified.

"J. O. COTÉ,

'Clerk, Privy CoundiL"

The works have been carried on under the above mentioned contract

1p to the date of our commission.
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The expenditure upon it up to the 30th June, 1880, was as follows:-
30th June, 1879....... ..... ............. .$250,479
80th June, 1880.... .............. 629,494

Total.................... ......... $819,973

CONTRAcT No. 17.

Transportation of Rails.

By this contract, dated 8th April, 1875, James Anderson, James George
Skelton Anderson, Alexander Gavin Anderson and William Richard Ander-
son, under the naine of Anderson, Anderson & Co., covenanted, for the price
of £2 sterling per ton, to transport in the manner and at the tines specified,
from Liverpool, England, to ports on Vancouver Island, about 5,000 tons
of steel rails with their necessary accessories.

This contract was entered into without any competion, and arose in
cons;quence of the purchase of a quantity of rails to be delivered at Liver-
pool, with a view to sending them to Vancouver Island. As before men-
tioned in our reports on contracts respecting steel rails, no tenders had been
invited for any to be delivered except at Montreal. The first official inti-
mation of the likelihood of requiring some at an English port is to be
found in a letter from the Secretary of the Department to Messrs. Cooper,
Fairman & Co., dated the 5th December, 1874. This was written in
answer to an enquiry by that firm concerning the delivery of rails upon
the western lakes, and it contains the fellowing closing sentence:-

"It May, however, be decided to have some o' them delivered at an English port, in
wbich case notice will be given in tirne."

This was followed on the 29th December, 1871, by a letter from Mr.
Cooper to the Minister, offoring 6,400 tons of rails at Liverpool without any
reference to the item of transoortation. That offer led to no transaction,
and was followed on the 4th January, 1875, by another letter from this
firm set out below:

"MONTREAL, 4th Janua.ry, 1874.

Li )AR SIR,-We received cable message adviting that the Mersey Company have signed
tender for delivery in Montreal only. With reference to the 10,000 tons required f. o. b. Liv-
erpool, by taking immediate action by cable we can probably arrange it, the original tender
being &Il for shipment here. To facilitate matters, we would be glad to have your instrua.
tions with reference to this and the delivery at Vancouver Island. We can probably secure
freight at £2 per ton, although £2 l0s has been asked. Upon reoeipt of your instruetioav
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we will cable for figure and make contract for delivery on the Pacifie coast. Waiting your

early reply, we remain,
"Yours respectfully,

"COOPER, FAIRMAN & CO.,
ilFor Mersey Iron and Steel Company.

"HON. A. MACKENZIE,

" Ottawa."

This is the first step in the negotiations concerning freights to Vancouver,
-which is recorded in the Department, and from the tenor of this letter, we

gather that in some previous communication this firm had been informed

that a quantity of rails would be required by the Government, to be de-
livered at Liverpool, and transported to Vancouver Island. On the day
after this, the Secretary of the Department formally declined the offer which
had been previously made on the 29th December, 1874, to supply 6,400
tons, as before meiitioned. On the 7th January, 1875, the Secretary of the

Department telegraphed Messrs. Cooper, Fairman & Co. as follows:-

"If freight to British Columbia can be got at £2 sterling, the Government wil! take.
5,000 tons of steel ials shipped at any tine. Delivery will be at Esquinialt, CowichL l'ay
or Nanaimo, at all of which places there are good facilities.

"F. BRAUN,
I Secretary.t"

After which the following correspondence took place:-

" MONTREA , 13th January, 1875.

"DEAR SIR,-In reply to telegram of 7th inst., we beg te advise you that we have pur-

chased, on account of Dominion Government, 5,000 tons Bessemer steel rails at £10 10s. Od.,
f. o. b. Liverpool; cash against bills of lading.

"We have also contracted freights to Vancouver ports, viz. :-Esquimalt, Cowichai Bay,

and Nanaimo, at £2 5s. Od. sterling per ton.

"The Government assuming the responsibility of freight, &c., which is to say, to pay
shippers, makers not assuming delivery te Vane3uver ports.

"Should you require the track bolts for this lot, we can arrange for them and include.

We are advised tht steel rails are now held at £1 Os. Oct. We would be glad to be favoured

with the address of your Bankers in England, te whom we suppose the bills of lading will

require te be presented. Kindly confirm the contract as soon as possible te enable us to

cable reply, the necessary documents te follow.

"Yours faithfully,

" COOPER, FA IRMAN & CO..
«Hn». A. MAOKENZIE,

" Ottawa."
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('Copy of cable received 13th January.
'COOPER, Montreal :-

'Have bought Vancouver rails f. o. b- here; freights arranged; obliged to pay 45 shil-
lings ; obtain differenees from Government; Government must assume responsibility, freights
and insurance; makers now asking eleven pounds.' "

"MNTREAL TELEGRAPH COMPANY,
"OTTAWA, 14th January, 1875.

" By T elegraphfrom Montreal to Wm. Buckingham, Depariment of Public Works.

"il Have cabled for positive information; believc insurance included; will answer to-
miorrow.

"COOPER, FAIRMAN & CO."

"MONTR1AL TELEGRAPH COMPANY,

" OTTAWA, 14 th January, 1875.

"By Telegraph from Montreal to Wm Buckingham, Public Works Depariment.

"Government have to pay freights at rates averaged 45 shillings to Vancouver ports ; the
makers not assuming delivery beyond Liverpool. I cabled to get freight at 40 shillings;
after much labour, succeeded in getting delivery at 45 shillings, being better than allowing rails
to be withdrawn. Rails now worth £11 Os. Od. Assuming difference means accepting rates
,arranged for, namely. 45 shillings per ton.

" JAMES COOPER."

"'MONTREAL, 15th January, 1875.

"DEAR 'S,,-I am in receipt of your telegram in reply to cable message received to-day.
The extra five shillings added was for insurance, which was omitted in quotations for delivery
M Vancouver ports. I have cabled again this evening, and will likely have a final reply
to-morrow afternoon, which I trust will be satisfactory to you.

"I remain, yours respectfully,
"JAMES COOPER.

< Wu. BUcKINGHA>x, Esq.,
"Ottawa"

" MONTREAL TELEGRAPH CoMPANY,
" OTTAWA, 15th January, 1875.

"By Telegraph from Montreal to Wm. Buckingham, Public Works.

"Cable reply received says freight and insurance fifty shillings; impossible to get les.

" JAMES COOPER."

"Omrw, 18th January, 1875.

"By Telegraphfrom Montreal to Wm. Buckingham, Public Works.

"g Acept your offer made by telegraph on the 7th. Rails, ten pounds ten shillings (£10
los.); freight, forty shillings'; insurance not included.

" JAMES COOPER."

CONTRACTS.
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"MoNTREAL, 18th January, 1875.

" DEAR SÏ,-We are in receipt of a cable message to-day which enables us to accept your
offer of 7th January for 5,000 tons of Bessemer steel rails at £10 10s., f.o.b. Liverpool, termas
cash on delivery and freight to Vancouver ports, viz. :-Esquimalt, Cowichan and Nanaimo, at
forty shillings per ton, insurance an open question.

"Makers of rails only delivering f.o.b. Liverpool.
"Please confirm the above at your earliest convenience to enable usto confirm sale in

England by cable.
"We remain yours faithfully,

iCOOPER, FAIRMAN & CO.

"P.S.-We would be glad if you can favour us with the address of your Bankers, to whom

we are to present bills of lading of delivery.

"WU. BUCK.Q1LNMX, Esq.,

" Ottawa."

"OTTAWA, 21 st January, 1875.

"GENTLEMEN,- In reply to your several communications on behalf of Messrs. Naylor,
Benzon & Co., I am to state that the Government accepts their offer to supply 5,000 tons of

steel rails at £10 10s. Od. sterling per ton f.o.b. at.Liverpool, and allows £2 Os. Od. per ton for-
freight to the Vancouver ports.

"The Agent-General of the Dominion, E. Jenkins, Esq., M.P., will see to the insurance.
"Messrs. Morton, Rose & Co. are the Financial Agents of the Government in London.

"I have, &c.,

" F. BRAUN,

"Messrs. COOPER, FAIRMN & CO. ecretary.

" Montreal.*'

We have endeavoured to ascertain why the Department assumed that
the price named by Messrs. Cooper, Fairman & Co. would be a proper one
to pay for the work to be done under this contract. We have not learned
that any enquiry took place upon the subject, and it appears to have been
left in the hands of Messrs. Cooper, Fairman & Co. to fix the price at which
it should be undertaken.

Mr. Mackenzie was asked whether he remembered if any steps were
taken to ascertain the prices of freights in England before giving the work
to Messrs. Cooper, Fairman & Co., or whether they were allowed to fix the
rates. His answer was as follows :-

" No; we had some information. Whether it was looking at the newspapers or getting

the rates from some other quarter, I do not, remember. That was about the freight: £2 10Os.
was what they asked in the first place, I believe. That we declined, and we gave £2."

Mr. Mackenzie's recollection upon this last feature was at fault,
because, as has been shown, their first offer was £2, and after it was
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accepted they endeavoured to iaise the price, but were held to the original
bargain.

The character in which Messrs. Cooper, Fairman & Co. acted in this
transaction is not plain upon the evidence. In their first letter, of the 4th
January, 1874, above set out, they allude to the 10,000 tous which had been
apparently mentioned upon a previous occasion between them and the
Minister, or some other person on behalf of the Department, and they say
that to facilitate matters they would be glad to have the Minister's in-
structions with reference to this quantity of rails, and the delivery at
Vancouver Island, proceeding to say that they can secure freight at £2 a
ton. The tone of this letter appears to us to suggest, that they assumed
that they were a'ting to some extent as agents for the Government.

Mr. Fairaa, of the firm of Cooper, Fairman & Co., was in England
negotiating with Messrs. Anderson, Anderson & Co. concerning this con-
tract, and while givin<r evidence as a witness, was asked to explain the
relation between his firm and the Government, upon the subjeCt of this
contract. He said, in effect, that he acted as a'go-between for the Government
and these contractors, in the interest of Anderson, Anderson & Co. ; that
acting in that interest his object would be to get as much freight as possible,
and as higlh prices as possible, and being asked whether it had ever been under-
stood that he was actiiig for the Govertment during these communications,
his a\swer was in the affirmative. In the progress of his examination he
stated that he was desirous not to pay more than was necessary in con-
Iection with the matter; that in the matter of freiglht, he had no interest

except to get it as reasonable as he could.

The formal contract was closed in accordance with the letter of the
Secretary, of the 21st January, 1873, by which the offer of Messrs. Cooper,
Fairman & Co at £2 sterling per ton was accepted. We have had no
opportunity of learning, whether at the time that this offer was accepted,
the price named in it was as low as any at which the transportation could
be secured, and upon the evidence there is no reason to conclude that any
unne(essary expense was inicurred by the Department, in entering into this

contract.

The following sums have been paid on account of it -

30th June, 1875................................. 832,325 57
1876 ... ....... ................... 19,137 89

Total....................................... $&1,462 96
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CONTRACT No. 18.

Transportation of Rails.

This contract is not contained in any single document. It was closed

by a letter of the 22nd May, 1875, directed to the Manager. of the Red
hiver Transportation Company, in which the Secretary of the Department
accepted and recited the terms of a previous offer. The terms tlius stated
were confirmed by a subsequent letter from Mr. Kittson, the Manager of
that Company, dated 27th May, 1875. The bargain was for the transporta-
tion of about 5,000 tons of rails from Duluth to Winnipeg, or soime point
on the Red River between Pembina and Winnipeg, and, (subjeet to certain
specified conditions), to the railway crossing at Selkirk, at the rate per ton,
of 2,000 pounds, of$15, A merican currency. A much larger quantity than
5,000 tons has been transported by these contractors, and the expenditure

concerning the whole has been charged under the head of this coitract.
There was a coirespondence in 1876, between these contractors and the
Governient, concerning the transportation of a larger quantity than above

rnentioned, and there may be a question whether all beyond 5,000 tons was
carried under ternis supposed to be concluded in that correspondence, or as
a continuation of work under the correspondence of 1875. The price
named for rails throughout being the same, $15 American currency for a
ton of 2,000 pounds, the correspondence of both years is hereinatter set out.
No competition was invited in this case. There were, nevertherless, two
rival offers for the work to be done. The first of these was contained in
a letter of Messrs. Fuller & Milne, as follows

" HA MI LTON, 16th April, 1875.

" S,--Noticing your advertisement for tenders to transport steel rails ard fastenings to
Fort William or Duluth, we Lave the honour to state tbat if the Government conclude to take
railroad materials to Manitoba c;â Duluth, we are prepared to carîy the steel rails and
fastenings requirrd for the Prmbini Bîano , and for the section of the Canada Pacific Railway,
from the orossing of Red River to Lake of t.he Won1 during the present and ensuing summer,
at the following rates (American currency) delivered over the rail, viz.

" From Duluth to any point on Red River between the boundary ine and Fort Garry, for
thirteen dollers and fifty cents ($13 50) per ton. From Duluth to the crossing of the Cans-
dian Pacific Railway over Red River, for the sumu of fifteen dollars ($15) per ton. In eitber
case no Customs fees or dues to be charged to us on entering Manitoba.

" Provided the Government obtain permiesion from the American Government to trafls-
,Iort the same through their territory without bonds, or on our own personal bond.
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" Payments to be made at'the rate of ninety per cent. on delivery, and that wA be informed
of the acceptance of this tender on or before the fifth day of May next. Our address will be
Fort Garry after the 30th nst.

" We bave the honour to be, Sir,
"Your obedient servante,

f FULLER & MILNE.

"F. BRAUN, Esq.,

"Secretary Public Works Department,
" Ottawa."

On the 21st April, 1875, the two following communications were-

forwarded to the Department from Mr. Kittson, the General Manager of the
Red River Transportation Company :-

oFYICZ OF THE RED RIVER TRANSPORTATION COMPANY,

" No. 92 THIRD STREET, ST. PAUL, MINN., 21stApril, 1875.

" S1R,-I hereby offer to transport railroad iron chairs, fish bars, spikes, and other material

for track, from Duluth, Minnesota, to Winnipeg, Manitoba, or any point on the Red River

between Pembina and Wninnipeg, at the rate of $15 (United States currency) per ton of

2,000 lb., and I further offer that in case the channel of the Red River, at the Rapids at St.

Andrews, between Winnipeg and the Stone Fort, is improved, so as to make a channel of

sixty feet in width tree from rocks and boulders, so as to enable boats and barges to pass with

ordinary safety, to make the same rate, namely, $15 per ton, from Duluth to the point of

crossin; of the Canadian Pacifie Railway, north of said Stone Fort, or in case the said rapide

are not improved I will allow the barges loaded with such railway material to be run down to

said crossing, provided that the Canadian Government will receipt for the material at

Winnipeg, and will assume all risk of danger of navigation arising froma said rapide on down
trip to both boat and cargo.

" The above rate to hold good and be in force during the season of navigation on the Red

River, as long as there is two feet of water on the rapids and shoals of said river.
"Tbis offer includes al labour in bandling above material from the dock at Duluth to the

bank of the river at point of delivery.

"Very respectfully,
"Your obedient servant,

"N. W. KITTSON,

" The Honourable ALEX&NDER MACKENZIEM

" Minister of Public Works,
"Ottawa. "

"OricE OP THE RED RIvER TRANSPORTATION COMIPANT,

" No. 92 THiRD STREET, ST. PAUL, MINN., 21st A pril, 1875.

" SIR,-In accordance with your wish expressed to our Mr. Hill during his recent visit to

Ottawa, I now desire to put in writing the offer made by him, to transport railway iron, chairs
and spikes from Duluth to a point in Manitoba.

272



CONTRACT No. 18.

"With reference to the improvement of the rapids mentioned in my offer, I beg leave ta
itate thatfrom the information I have received, I am of the opinion that it could be madeiAt a
very small cost to the Government.

Very respectfully,

"Your obefdient servant,
"N. W. K ITTSON,

"General Manager.

"lRon. ALtXAXDLR MACKENZtE, Minister Publie Works, Ottawa."

On the 23rd April, 1875, the Secretary of the Department wrote to

Messrs. Fuller & Milne, acknowledging the receipt of their offer without

further reference to it, after which it was not noticed by the Department.
On the same day the offer of Messrs. Fuller & Milne was referred to the
Chief Engineer. The offer of Mr. Kittson was not so referred. On the

28th April, 1875, the following letter was written by the Secretary to Mr.
Kittson :-

"OTT.AWA 9 28th April, 1875.

"Sin,-I beg to acknowledge the receipt of your letter of the 21st. inst., together with
the accompanying written offer relative to the proposed transportation from Duluth, U. S., to

Manitoba, of steel rails, etc., and to state that Mr. IIill's verbal offer to the Department,

when in Ottawa, comprised wharfage or other charges at Duluth. As no mention of these is

made in your written offer, I am requested to ask that it be also put in writing s- ai to form

part of said offe'.

I h'iwe tle hinour te be, SIr,
• Your obed*eit iervant,

"F. BFAUN,
4 &ecretary.

"N. W. KTTSON, Esq.,
"92 Third Street,

" St. Paul, Minn., U. S."

The records of the Department, in the writing of the Deputy Minister,
show the following directions: " Agree'with these people for 5,000 tons,
30th April, 1875."

Subsequently, on May 5th, 1875, the Chief Engineer furnished the

following report
"CAÂDuS PAcIFIC RALWAY,

"OFric OFr TUa EnoisNEE iN CHix ,
"OTTAWA, May 5th, 1875.

"Sî,-I return the letter of Messrs. Fuller & Milne offering to carry rails 1ro:n Dulubh to

any point on the ReI River between the bounclary.line and Foi t Garry at the a'e of $13.50

per ton.
18
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"Considering everything, I do not think price unreasonable; but before entering into a
contract with these gentlemen, I think it would be advisable to look into the matter men-
tioned in the second last paragraph of their letter.

"Yours truly,
"SANDFORID FLEMING.

" F. BRAiTK, Esq.,
" Sec:'etary Public Works."

On May the 8th Mr. Kittson amended the formal offer which ho had
previously made, as follows

"ST. PAmI, 8th May, 1875.

"St,-I have the honour to acknowledge the receipt of your favoar of the 28th ult.
"In reference to the omission to include in my offer ' wharfage and other charges' at

Duluth, was, so far as the wharfage, an oversight on the part of Mr. Hill in reporting the terms
to me. On consulting Mr. Alexander, of the North Pacifie Railway, and Mr. Hill, they informed
me that they understood that wharfage or dockage was to be included in the offer, and i
now beg leave to say that these charges are included in my offer. You must, however,
allow me to state my offer cannot cover any charges on the material in question which may
arise in the United States Custons Department, if any.

l If our offer is accepted we respectfully ask that the Dominion Government grant us
time te make necessary and indispensable preparations to do the work satisfactorily.

"I have the honour to be,
"Very respectfully,

"Your obedient servant,
"N. W. KITTSON,

" Gencral Manager R. R. Transportation Company.
"F. Bu us, Esq.,

"Secretary Department Public Works,
"Ottawa."

The offer thus made on behalf of the Red River Transportation Com-
PanY was accepted by the following communication from the Secretary of
the Department:-

" OmT!wà, 22nd May, 1875.
SIR,-Referring te your letters, of the 21 st ult. and 8th inst., on behslf of the Red River

Transportation Company, offering to transport rails and accessories from Duluth, Minnesota,
to a point in Manitoba, on the conditions hereafter mentioned. I beg to inform you that the
Ionourable Minister of Public Works accepts of said offer, viz.:-

" To transport railroad iron, chairs, fish bars, spikes and other material for track, from
Duluth, Minu., to Winnipeg, Man., or any point on the Red River between Pembina and
Winnipeg at rate of ($15) fifteen dollars, United States currency, per ton of two thousand
pounds, and in case the channel of the Red River at the Rapids of St. Andrews, between
Winnipeg and the Stone Fort, is improved so as to make a channel of sixty feet in width, free
from rocks and boulders, so as to enable boats and barges to pass with ordinary safety, to
mnake the samae rate, namely, fifteèn dollars per ton from Duluth ta the point of crossiug of
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the Canadian Pacific Railway, north of said Stone Fort, or in case the said rapids are not
improved to allow the barges loaded with such railway material to be run down to said cross-
ing, provided that the Canadian Government will receipt for the .material at Winnipeg, and
will assume all risk of dange(r of navigation arising from said rapids on down trip, to both
boat and cargo.

" The above rate to hold good and be in force during the season of navigation on the Red
River as long as there is two feet of water on the rapids and shoals in said river.

" This offer to include all labour in handlng above material from the dock at Duluth to the
bank of the river at point of delivery, also all wharfage or other charges at Duluth, but not
charges which might arise in the United States Customs Department.

" The transportation of these rails, about five thousand tons, to take place within one
month from their arrival at Duluth.

"The points of delivery of these rails. &c., to be indicated by the Governinent.
"I have the honour to be, Sir,

" Your obedient servant,
"F. BRAUN,

"N. W. on, Esq., Secreary.

"General Manager Red River Transportation Company,
" St. Paul, Minn., United States.I

This was followed by a letter to the Secretary from Mr. Kittson, closing
the negotiations, and from that time forward the matter has been treated as
a binding contract. The last-mentioned letter is set out below:-

"ST. PAiU MiNN., 27th May, 1875.
"Sr,-I have the honour to acknowledge the receipt of your favour of May.
"The conditions contained in your communication are all in accordance with the propo-

sition which I had the honour to make on the 21st April and 8th inst. for the transport of rails
and other material to Manitoba. Preparations will at once be made for moving the rails with
as little delay as possible after their arrival at Duluth, so that as large a proportion as practi-
cable can be delivered before the season of low water. You will please indicate to me in due
time the point of delivery, and name the Agent for the Government who will receive the rails
in Manitoba.

" Allow me t: bring to the notice of the Honourable Minister of Public Works, that no
mention bas been made of the time of payment. I presume the usual mode would not be
objectionable, that is, payment to be made as fast as cur boats deliver the rails at the point of
destination. Will you kindly irform me, il this is acceptable, and if so, if any particular form
of certificate will be required tn Le obtained by me from the Agent et Manitoba as a satisfac-
tory voucher to be paid on presentat*on.

" The Northern Pacific Railway Company*will rf ceive the rails on arrival at Duluth.
"I bave the horcur to be, very respectfully,

"Ottawa."

"Your obedient servant
"' N. W. KITITSON,

" General.*Nfanager R. R. T. e.·"
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The offer above mentioned as having been -made by Messrs. Fuller &
Milne appearing to us to be decidedly more favourable to the Government
than that made by the present contractors, we have endeavoured to ascertain
the reason which moved the Department, to accept the higher-priced one.
It will be noticed that in the offer on behalf of the Red River Transporta-
tion Company the ton is limited Io 2,000 pounds. The evidence before us
shows that the offer of Fuller & Milne was intended to cover a ton at
2,210 pounds. There appears to be some difference of opinion among the

officials connected with the Department as to the weight of a ton of rails,
-when the number of pounds is not specified. Messrs. Fuller & Milne ,were
not asked by the Department to specify the number of pounds at which
they estimated the ton of their offer.

Mr. Fuller, as a witness, stated that the ton meant by him was the long
ton, and that he never thought of any other in connection with this matter
than that of 2,240 pounds. He testified that he was able to make a com-

peting offer upon this occasion because there were rival lines of boats on
Red River, the opposition beingvery keen, and that there were also comnpet-
ing lines of railway from.Duluth to:Red River, which fact lowered also the
prices of land carriage. According to his recollection, rails were carried
during that season between Duluth and points on the Red River at $50,
American currency, per car load of ten tons.

At this time the Mr. Fuller, of Fuller & Mine, was a contractor with
the Government for the construction and maintenance of a telegraph line
from Livingston to Edmonton, under contract No. 2, and there seems to
have been no difliculty upon the subject of bis responsibility. Mr. Mac-
kenzie said in his evidence that he supposed he could be dealt with.

The offer of Fuller & Milne, if it had been enquired into by the Gov-
<ernment, would have been ascertained to mean $13.50, American currency
for a ton of 2,240 pounds from Duluth to any point on Red River, between
the boundary line and Fort Garry, and it was at the rate of $15, American
currency for delivery at the crossing of the Canadian Pacific Railway over
the Red River, i.e. Selkirk, without any qualification as to siate of water in
Rled River.

The offer made on behalf the Red River Transportation Company was
plainly encumbered by very serions conditions, concerning the delivery at
the crossing at Selkirk, which was the intended destination of a consider-
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able portion of the rails, and these conditions led to a disappointment in the
delivery at that point as hereinafter described.

Mlt. Mackenzie, when asked by us why a higher price should be paid
to Kittson & Co., than ta Fuller & Milne, said he thought they were the
only parties who could do it-that they had control over all the boats on the
river, and of the Railway, and that by giving it to Kittson they paid noth-
ing:for storage or wharfage, and that there was a question of currency
whichr made a difference of some cents. It is evident that Mr. Mackenzie
is mistaken in the last-mentioned reason, because, in fact, Messrs. Fuller &
Milne had made their offer plainly in the same currency as that named by
Mr. Kittson.

It will be noticed that in Mr. Fleming's report of Sth May, above
mentioned, he refers to the matter mentioned in the second last paragraph
ofKMessrs. Fuller & Milne's letter, which related- to some terms on which
the transportation was ta be made through American territory. This
paragraph created no material difference on this score between the offers of
Messrs. Fuller & Milne and the Red River Transportation Company, and it
isin evidence that the acceptance of the one or the other in no way turned
upon the clause thus referred to by Mr. Fleming.

As a fact, the amount of $946.84 was paid by the Government for

bonding, charges on the rails transported under this contract, in addition to
the prices named in the correspondence for the service itself.

The terms upon which this bargain was closed between the Govern-
ment and the Red River Transportation Company included, among other

things, this condition-that the transportation should take place within one

month from the arrival of the material at Duluth. As a fact, 5,118 tons

were landed at Duluth in 1875. · Of these no more than 2,558 tons were
delivered on the banks of the Red River during that season, and these were
deposited where they were not available for the purpose for which they

were transported. The residue 2,560 tons, were left at Duluth to be moved
in some following season.

After investigating the merits of the two offers, it appears to us that
that of Messrs. Fuller & Milne was, at the time of awarding the contract,
more favourable to the Government than the other one, in the following
respects :-The rate was $1.50 lower per ton for whatever quantity should

be moved, no further north than Winnipeg, and for the balance the

liability to deliver at Selkirk was positive. The offer of Messrs. Fuller &
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Milne was to take upon themselves the duty of moving the rails at such a
time of year as would make the navigation of Red River available-or the
alternative of moving them by land at their own cost-while the offer of
Mr. Kittson threw all these risks, and they turned out to be serious and
expensive risks upon the Government.

Again, the weight of the ton was, in the estimation and the intention
of Messrs. Fuller & Milne, 2,240 pounds instead of 2,000 pounds, at which
latter weight the contract was awarded to the Red River Transportation
Company. This distinction alone gave the opportunity of saving an ad-
ditional $S,500 American currency on the 5,000 tons named in the contract

As a fact, the failure to reach Selkirk on account of these conditions
being granted to the contractors led, as mentioned in our report upon
contract 5 A, to the Government entering into an arrangement with Mr.
Whitehead, in order that these rails should be made availab!e for contract
No. 14 as quickly as possible, and the entering into that contract No. 5 A
without competition, as was done, and without defining carefully. the
prices, as was also done, led to a serious loss by paying higher prices on
that contract 5 A than ought to have been paid under the circumstances.

The evidence concerning this contract, as a whole, leads us to conclude
that in obtaining it the contractors got an undue advantage; they got
higher pices than were necessary to be paid, and were allowed conditions
as to the delivery which were not desirable, and which could have been
avoided by accepting the lower offer, and that at the time of awarding it,
it was within the power of the Department to secure the work covered by
it at a price considerably less than was promised to the contractors, and
Without conditions which were inserted, and which proved to be a great
disadvantage to the Government. The evidence does not disclose the
reason for paying the bigher price, or conceding the other advantages;
although the gentlemen who were then respectively the Minister, the
Deputy Minister and the Chief Engineer, have been examined by us touch-
ing the subject.

As before mentioned, 2,560 tons of the quantity covered by this contract
remained unmoved at Duluth, at the end of the year 1875.

In the spring of the following year, Mr. Kittson wrote as follows:-
"S-. PAU, M1XX, 19th April, 1STô.

" Sr,- hereby respectfully off'er and agree to transport railway material, as d scribed
below, at the respective rates for each article named th erefor ; suich transportation Io be done
over the Northern Pacifie Railway and the steamboats and barges of the Red River Transport.

278



CONTRACT No. 18.

ation Company, and the rates named hereafter to hold good and be in force as long as there
in a depth of 30 inches of water on the rapide and shoals of said Red River; and to deliver
such railway material at any point designated on the bank of said river (where a gool landing

may be obtaned) in the Province of Manitoba; provided it shall not be required of me to
deliver any of such material north of the so.called rapide on said river at or near St. Andrews,

in said Province, unless the depth of water on such rapide shall be for the purpose of
navigation not less than 6 feet. The rapide at St. Andrews are cnsidered, by steamboat
pilote, a very dangerouis place, against the danger4f which we cannot insure, and I maie the
stipulation in regard to the depth of water on said rapide, having in view both the safety oit

the boats and cargo. However, in case of emergency, when it should be desired to take any
material over said rapids I will do all in my power, provided that the Dominion Governient
takes the risk of both boat and cargo.

" The rates for trsiportation to be as follows: rails, c'iairs, juInts and spik3s, 75 c3nts
per 100 Ibs., in U.S. currency.

" Railway locomotives. from St. Paul or Duluth to Moorehead, 35 centi permile, and from
Moorehead to point of delivery, in Piovince of Manitoba, $1 per 100 lbs., in U.S. currency.

"Passengers or baggage cars, 15 cents per mile, from St. Paul or Dulath to Moorehead,
and 75 cents per 100 lbo. from Moorehead to points of delivery in Province of Manitoba.

'' Boxcars, 10 cents per mile, and flatears, 8 cents per mile, from St. Paul or Duluth to
Mloorehead, and 75 cents per 100 lb&. rrom Moorehead to points of destination in Province of
Manitoba, all in U.S. currency. It is understoo.1 that ail locomotives and cars shall be in such

oondition that they can be hauled over the railhay froin St. Pn il or Daluth e i their own

wheels.
l It is understcod that the oficer or engineer receiving the material should furnish a

sufficient tramway or treatle upon which locomotives or cars can be safely unlo ided.

" The Red River Transportation Company have now seven eteamboats and fourteen barges,

and the carrying capacity of the Une is more than double what it was last year.
" With a fair stage of water in the Red River the coming aeason I coulI transport from

8,000 to 10,000 tons.
"The remainder of the rails, from last year, will go down on the first toits.

'1 have the bonour to be, Sir,
" Very respectfully

"Your obedient servant,
" N. W. KITISON,

General Manager, R.R. Transportation Co.
"To the Ilonourable

"Miniaterof Pub:ic Wo -k.,
4 Ottawa, Canada."

On1 this matter the Chief Engieiier reported as follows
" OTmÂw, 13th May, 1876.

"SR, -With regard to the tr wsportation of rails to Red River, there were 5,118 ton&

landed at Duluth lut year, of which 2,558 tons a ere deliverad on the banks of Red River,
about eight miles from Winnipeg ; the remainder, 2,560.tons are, I believe, te be moved forward

this pring.
ifI would recommend that arrangements be entered into for moving a further quantity

this year, and I would suggest that they be delivered at the town plot of Selkirk. I doubt if
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the forwar lers, from what I can learn, will be able to transport more than 5,000 tonS, during
the present season, but I think arrangements should be entered into for, that quantity.

"I would also auggest that arrangements be at once made to take forward to Selkirk, oe
locomotive and say a dozen flat cars; this can only be dons while the water in Red River is

higb, and as the river is in this condition only for a few weeks, no time should be lSt.
" With a working train at the place indicated, we would be enabled to c3mmerne track-

laying on the 14th contract at an early day.
" I am, etc., etc,

"SANDFORD FLEMXINJ.
4F. BRAuN, Esq.,

ilSecretary Public Works Department."

Mr. Kittson's offer was accepted in the following communication as far
as all the articles are concerned except rails:

" 16thMay, 1876.
"SiR,-With reference .to yoir letter of the 19th ult., offering to transport material

req iir d in connection with the Canadian'Pacifle Rtilway, I am to state that your ofTer is aocep-
ted on the following co-iditions.-

" All transportation to be done over the Northern Pacifie Railway and by the steamboat
and barges of the Red River Transportstion Company, at the rates named hereafter, to hold good
during the present season of navigation, so long as there is a depth of thirty inches of water
on the rapide and shoals of the Red River, the material to be delivered and piled at any point
designated by this Department where a good landing may be obtained in the Province of

Manitoba. No delivery to be required north of the rapids at or near St. Andrewo, unless there
be a depth of water on said rapide, foripurposes of navigation, of six feet.

"The rates of transportation to be as follows :-
"Fiah-plates and bolts, spikes, points, crossings and switoh gear, 75 cents U. S. currency,

par 100 Ibs. weight. Each raleay Io-omotive with tsnder, fron St. Paul or Duluth to Moore-
head, 33 cents per mile, a-id f rom gMoorebead to point of delivery in Manitoba, $1.00 per 100
lbs. U. S. currency. Each passenger or baggage car, 15 cents per mile from St. Paul or Duluth
tu Moorehead, and from M3arehead ti po'nt of delivery in Manitoba, 75 cents per 10) Ibs.
weight. Each box car 10 cents per;mile, and each flat car 8 cents per mile, from St. Paul or
Duluth to Moorehead, and from Moorehead to point of delivery in Manitoba both box and fhit
care, 75 cents per 103 Ibo. weight, all in U. S. currency.

" All locomotives and cars to be in such condition that they can be hauled over the rail·
way on their own wheels; and the oflicer receiving them to furnish sufficient tramway or
tre3tle for their unloading in the Province of Manitoba.

" If, owing to the state of the vater,;or to other cause, traneportation be delayed, the ma-
terial not to ,be allowed to remain at Duluth or any other plce, where wharfage or demurrage
dues may be charged against the Government.

I have the honour to be, Sir,
"Your o1edient servant,

"F. BRAUN,

* N. W. KITTSON, Esq, £ Secretary.

" General fnager Re River Transportatio-i Ci.,
" St. Paul, Minn."
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Mir. B-aun's letter was answered as follows :-
4 opice ow Tut Ren Rivmy TAÂN>oPRTATâ-5 COMPçT,

"120 ELsai Tfn STRásari
" ST. PAUL, 27L1h May, 1S76.

"Sin,- I bave the honour to acknowledge the receipt of your favour of the 16th inst., in-
forming me of the acceptance of my offer made to the IIon. Minister of Public Works, uader
date of April 19tb 1876, with the addition or the following clause:-

"' If. owing to the. state of the water or to other cause, transportation be delayed, the m&a

terial not to be allowed to remain at Duluth or any other place where wharfage or demurrage
due& may be charged against the Government.

"Which additional clause I hereby accept and include in my offer of above date.
"The iroi remaining over from last season is being taken down an I will all be landed in

Manitoba within two weeks, when we shall be pleaseil to receive another quantity equal in
amount or more t i your last year's shipment.

"I remain, very respectfully,
4Your obedient servant,

"N. W. KITTSON,
cGefneral Manager.

" F. BatTN, Esq.,

"Secretary Department Public Works,
"Ottawa.'

In Mr. Braun's acceptance of Mr. Kittson's offer it will be noticed that
rails are omitted. The evidence does not show whether that omission was
due to inadvertence or to the idea that since the same price for rails was
asked in the offers of both years, there vas no need of repeating the
bargain.

As a fact the new correspondence was numbered contract 28, but as
none of the principle articles named in it, except rails, were transported,
Mr. Fleming's report of 1877, page 895, states that no work was performed
under contract No. 28. The books of account show no exponditure charged
against it, the Department. treating the transportation of rails by these
contractors as part of contract 18, and the payments are charged accord-
ingly.

As before mentioned the failure by these contractors to deliver the
rails at Selkirk, was alleged to be, on account of the state of the water in
Red River, and that they were thereby relieved from delivering them.

Mr. Rowan, the District Engineer, gives the following evidence on this
matter

"The facts are these: The first I knew of such a contract at all was the
rails coming here (Winnip3g), and parties asking me where they would.
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unload them, and I told them at Selkirk; and they told me they could not
go down the rapids at St. Andrew's. I said: 'You must go down ; I want
the rails down there.' They said they would not, that their agreement with
the Government was that they could navigate the whole of the Red River
from Moorehead to St. Boniface, and were bound by the Government to
carry the rails as long as there was two feet of water in the river, but to go
over the St. Andrew's Rapids they had to have six feet. I thought it was a
very peculiar thing, and if my recollection serves me right, I applied to
Ottawa to know if it was the case, and I got a copy of the agreement that
was made, and I insisted upon their going down, notwithstanding their
contract. I said they must go down, that there was six feet of water there.
They went down with the first load part of the way, and then turned
back when they got to the head of the rapids, and unloaded them when
they got to a place called the Birches, opposite Bird's Hill, Pembina Branch
now. I think it was the following year they made the same pretext, and
said there was not six feet of water in the rapids; I said there was, they
said there was not. It was a question of assertion; and I hired a small
steamboat and had a beam stretched across her. forty feet long, and had
teeth put into it like a rake three feet apart, and made her go down the
river from here to Selkirk, and took the levels in the river when she went
down, and there was no denying that there was eight feet of water, without
any boulders to strike the teeth three feet apart, and by that means I got
the rails, 900 tons, down to Selkirk. Then the water fell to the level that
we knew by our levels would not leave more than six feet over some of the
boulders, and I ceased to insist. But my own impression is that the diffi-
culty was not so much that they could not go down, as that having gone
they had not the power to tow their barges back again up the rapids."

In June, 1876, the following letter was sent from the Department to
the contractors:

" OTTÀwÂ, 15th June, 1876.
" Sin,-The Department is advised that steel rails have been taken to Winnipeg, but that

none have been delivered at Selkirk below the rapids. As the Department had a right to
expect that an effort would be made ta transport at least a-portion of them to the latter

place, wiil you please communicato to me when you anticipate that this delivery will be
effected.

"1 have the honour ta be, Sir,
"Your obedient servant,

4F. BRAUN,

'N. W. KIrrsoN, Esq., Secretary.

"General Manager Red River Trans. Co."
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The deliveries under the contract were as follows:-
Tons. Lbs.

During 1815, at Pritchards, 9 miles
north of Winnipeg........... 2,378 1,360

1876, Selkirk,......................... 918 465
St. Boniface.................. 11,839 926

1877 e .................. 27 t 1,086

1878 ........................... 414 2888880
For delivery at St. Boniface, the prices of Messrs. Fuller & Milae w ere

$1.50 per ton less than of these contractors.

That difference iii the quantity delivered there would amount to about
$18,800 American currency.

The discount on American currency varied during the period of the
payments under that contract, falling gradually from 13î per cent. in the
first year to about 4 per cent. in 1877, and after that there was no discount.

The offer of Messrs. Fuller & Milne was intended, and could have been
ascertained to mean the long ton instead of the short ton. That would
give about 1,696 fewer tons to be paid for, which, under this contract, cost

$25,410 American currency.

On 19th April, 1877, Mr. Fleming reported that about 11,000 tons were

wanted at Selkirk for section 14, of which quantity only 918 tons had
reached there ; and he stated that this same company of contractors offered
to take the rails from where they had been left to Selkirk, at $2.13 per ton,
which, with handling, &c., he said would probably increase the cost of the

second moving to $3.00 per ton.

This left 10,082 tons to be moved forward to Selkirk from the places at

which they had been deposited under this contract.

It is manifest that it would have been a saving to get the service doue
and the delivery effected under the Fuller & Milne offer instead ofthe way

in which it was subsequently accomplished. The handling alone was au

item of some thousands of dollars, but the exact loss cannot be calculated

under the circumstances, because .the service was not performed by
contractors-it was done by building the North Pembina Branch under
contract 5 A, and taking the rails over that.

So far our remarks have been made as if it had been possible to get for

the whole quantity terms as favourable as those offered by Messrs. Fuller &
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Milne for the first 5,000'tons. We have no means of ascertaining whether
this was possible. No competition was invited. The price named by Mý.
;Kittson in 1875 and in 1876 was the same, and as before mentioned the

transaction has been treated in the books of the Department as an enlarge-
ment of the contract made with his Company in 1875:

The difference between the direct money outlay upon the whole

quantity at Mr. Kittson's prices, and of those of Messrs. Fuller & Milne,
would be about $44,000 American currency.

Assuming that the comparison should be made only in the quantity
named by Messrs. Fuller & Milne in 1875, the direct loss would be on
5,000 tons instead of on 15,822, and would be diminished in that proportion.

This, however, is without taking into account the consequences of the
failure of the Red River Transportation Company to deliver at Selkirk, as
proposed to be undertaken unconditionally by Fuller & Milne.

The expenditure under this contract was as follows

30th June, 1876......................$ 80,865 38
1871..................................... 125985 12
1878 ......... ............................. 8,563 70

1879 ..................................... 3,514-04

Total.......... ....................... $212,928 24-

CONTIr No. 19.

Constuction of an Enginer's IIouse.

13y this contract, dated 3rd June, 1875, Moses Chevrette agreed to per-
form the work described in specifications attached to the agreement, includ-
ing amongst other things, the building of an Engineer's house at Read's,
near Kaministiquia Bridge, for the price of $1,600.

The contract was let under the supervision of the Engineering Depart-
ment, and, according to the evidence, was made without giving the cou-
tractor any undue advantage or causing unnecessary expense. It was duly
fulfilled, and the amount mentioned in the contract vas paid without
extras before the 30th June, 1876.
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CONTRACT No. 20.

Transportation of Rails.

By this contract, dated the 29th day of July, 1875, the Morchants' Lake
and River Steamship Company covenanted to transport during:the naviga-
tion of 1875, from Montreal to Duluth and Fort William, or either of them,
or part to one and part to the other, 5,000 tons of rails and accessories, at
the price of $6 20 per ton of 2,240 pounds.

In this case the agreement was made by correspondence, and covered
the transportation and other services conneWd with it of about 10,891 tons
of rails and their accessories, from Montreal to Fort William or Duluth, at
the rate of $6.20 per ton.

Competition for this work was invited by advertisement, dated lst
April, 1875, which named the 19th of that month for the receipt of tenders
-- several offers were duly received by the Department and reported on, but
the result of the competition was not adopted as a basis for an agreement

owing to the preference -of spontaiieous offers made at different times by
Messrs. Cooper, Fairman & Co., who took no part in the said public con-
petition.

On the day after.that named for the final receipt of tenders, the follow-

ing report of their contents was made to the Department:-

" TENDER10 FdR TRANSPORT OF RAILS TO LAKE SUPERLOR.

A. Charles Stephenson, Kingston, per ton....................................... $6 50
Ji. C. Edwards, Kingston, per ton................................................... 6 25

C. T. H. Beatty & Co., Thoroli, per ton.................. .................... 7 00

D. -Iolcomb & Stewart, Kingston, per ton........................................ 6 74

E. W . erry, Bufialo, per ton.................................. ............ 7 00

F. (. E. Jaques & Co., Moiitreal, per ton......................... 6 30
G. Cox & Green. Montreal, per ton......... ............................ ,......... 6 50

l. E. Samuel, Montrea, per tai.................................................... 6 0

Opened by
" F. BR AUN, Secrelary.

"F. H. ENNIS.
" DPARTMENT OF PUBLIC WORKS,

"OmTAwa, 20th April, 1875."

Three days after the opening of the tenders Messrs. Cooper, Fairman

& Co., addressed the following letter to the Deputy Minister

"MONTRBAL, 23rd April, 185.

" DEÂa SIR,Owing to our having tendered, and the Department having accepted,.tb ten-

der for delivery from " Montreal " to the " West," we have become committed in matter of
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charter, &c., for delivery of from (10,000 to 12,000) ten to twelve thousand tons rails, ship-
ment to begin immediately. We therefore beg that you would advise to what ports yeu
wished the first lot shipped and the quantities required at each place. We have advice from
the Mersey Company that we will have about 2,000 tons here by the Ist of May. We also un-
derstand that you require cartage, handling and piling to be donc by the shippers, which
was not included in our tender, but we would be pleased to attend ta these for an additional
sum of (60) sixty cents per ton, making a total of $6.20 per ton gross for carting, handling,
insurance, piling, &c. Your early reply will oblige.

"COOPER, FAIRMAN & CO.,
R epresenting the Herchants' Lake and Steamship Line,

" Consisting of eighteen first-class Propellors.
14 T. 'fTlDDEAU, Esq.,

" Deputy Minister Public Works,
" Ottawa."

The contention her3 set up by Messrs. Cooper, Fairman & Co. is shown
by the records of the Department to be without foundation, and it is to be
remarked that they were silent concerning it during the period which
elapsed from the date of the advertisement until three days after the open-
ing of the tenders, and after the report upon them had been made to the
Department. They made their claim, however, before the Department had
taken action with any of the regular tenderers. The allusion in their letter
to the acceptance of the tender for delivery from " Montreal to the West"
pointed to tenders which they had made in November, 1874.

As mentioned in our report on steel rails, 1874-75, the advertisement
issued by the Department in the fall of 1874, called for tenders for delivery
at Montreal and at no other place, notwithstanding which fact Messrs.
Cooper, Fairman & Co. sent in Ltenders in their own name for delivery
at other points as follows:-

" (Form, of Teder.)

"PUBLIC WORKS OF CANADA.

TSNIDER FOR F15sH-JOINTED BESSEMER STEEL RAILS.

" The underaiugned hereby tender to deliver, f.o.b., Liverpool, during the season of naviga-
tion, in the year 1875, in accordance with the annexed specifications and conditions, 5,000 to
10,00 tons 'Mersey' or 'Bolton' brands Bessemer steel rails, with proportionate quantity
of fish-joints, at the following rates :-

il Per ton of 2,240 lbs.-Besemer steel rails and fish-plates, at £10 103. 01. stgrling ; iron
bolta and nuts at £19 10s. Od. sterling.

" The undersigned are ready to enter into contract for the manufacture and delivery of
the above rails and fastening, or so much thereof as may be required, and will satisfy the
Miister of Publie Works as to their ability to conplete the contract. We would also tender
for delivery of the above at some good port in Vancouver Island, B.C.:
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Per Ton.
Bessem er r-teel rails, at ................................................... £13 5 3 stg.
Fish-bolts, at..................................... .......... 22 5 3 stg.

"COOPER, FA1RMAN & Co,
"Montreal."

"(Form of Tender.)

"PUBLIC WORKS OF CANADA.

'<TENDZR FOR FISH-JOINTED BESSEMER PTEEL RAILS.

" The undersigned hereby tender to deliver on the wharf at Duluth, or Thunder Bsy,
during the season of navigation, in the year 1875, in accordance with the annexed specifica.
tion and conditions, 5,000 to 10,000 tons, brand . Mersey Steel and Iron Co.,' Bessemer steel
rails, with proportionate quantity of fish.joints, at the following rates:

" Per ton of 2,240 Ibs., Bessemer steel rails and fish-plates, at £12 6s. Od. sterling; iron
bolt and nuts, $107 currency.

"The undersigned are ready to enter into contract for the manufacture and delivery of
the above rails and fastenings, or so much thereof as may be required, and will satisfy the
Minister of Public Works as to their ability to complete the contract. We wuld also tender
for delivery at French River, at a reduction of two shillings per ton on above priees, any
whariage or harbour dues on ports payable by Government.

" COOPER, FAIRMAN & Co.,
" Montreal."

It is plain that these offers were not within the terms of the advertise-
ment. Nevertheless, Mr. Fleming included the result of them in his report
of the 19th November, 1874.

In a separate envelope a tender for 10,000 tons had been made at that
time, in pursuance of the terms of the advertisement, by the Mersey Steel
and Iron Company, as follows -

"(Form of Tender.)
" PUBLICWORKS OF CANADA.

" TENDER FOR FI1H-JOINTED BUISUUER sTERL RAILS.

"The undersigned hereby tender to deliver on the wharf, at Montreal, during the season
of navigation, in the year 1875, in accordance with the annexed specification and conditions,
five te ten thousand tons Bessemer steel rails, with proportionate quantity of fish-joints, at the
following rates:-

" Per ton of 2,240 pounds-Bessemer steel rails and fish-plates at £11 39. Od. sterling;
iron bolts and nuts, at $101 currency.

" The undersigned are ready te enter into contract for the manufacture and delivery of
the above rails and fastenings, or so much thereof as may be required, and wili satisfy the
Minister of Public Works as to their ability te complete contract.

"TUE MERSEY STEEL AND IRON CO. OF LIVERPOOL,
"Per CooPER, FAIRa N & Co., Agents,

SMontreal."



On 2nd December, 1874, the following letter was addressed to Messrs.
Cooper, Fairman & Co.:-

OTTWA, fnd December, 1814.
"GNTLEMN,-The tenders you have made on behalf of 'The Mersey Steel and Iron

Cormpany' of Liverpool, for the supply of steel rails, &c., having been accepted, I am directed
to send you the enclosed draft articles of agreement, and to Tequest you to have the kindness
to have them executel by the Company, and to then return then to me.

" I have, &c.,
"F. BRAU N,

"Secretary."
d Mesrs. CooPiRr, FAIRMAN & Co.,

" Agents, Montreal."

The evidence shows that the acceptance here notified was intended to
be not only of the offer by the Mersey Company for 10,000 tons, to be deli-
vered at Montreal according to the advertisement, but of «n additional
10,000 tons covered by the ofler of Messrs. Cooper, Fairman & Co. for
delivery on the western lakes, and made as aforesaid without competition
public or private. Agreements were prepared and forwarded to be executed
by the Mersey Company as if that Company had, in their own name,
tendered for delivery of 10,000 tons at ports on the western lakes as well as
10,000 tons at Montreal.

The evidence shows that the Mersey Company repudiated the aathority
of Messrs. Cooper, Fairman & Co. to make an offer on their behalf either for
delivery on the western lakes or ·for bolts and nuts, which latter articles
had been included in the tender signed in the name of the Mersey Com-
Pany by Messrs. Cooper, Fairman & Co., as their agents, in the November
competition.

On January 4th the following telegram was received at the Depart-
ment

"OTTAw%, 4th January, 1875.
"By Telegraphfrom Montreal.

"Mersey COmpany have signed tender delivered only at Montreal. Cannot now delivor
Wett. Above received by cable.

AGENTS MERSEY CO.
SlIon. A. MAOKENZ&.

Mr. Mackenzie, in his evidance, stated that this signature " Agents
Mersey Co." meant Messrs. Cooper, Fairman & Co.

SubsequentlY to the above telegrain the Minister was inlormed that the
Mersey Company had declined to fulfil the offer made in their name by
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Messrs. Cooper, Fairman & Co. concerning bolts and nuts, as shown by the
following letter:-

"MONTRERAi 2nd March, 1875.
"DEAR SiE,-In the contraot for steel rails, &c., with the Mersey Steel and Iron Company

they make strong objections against having bolts and nuts included in their contract, and
they were accordingly left out. The price was to have been ($101) one hundred and one
dollars per gross ton, delivered in bond at Montreal.

" We, as agents for Messrs. Robb & Co., of the Toronto Bolt and Nut Works, beg to
supply the Laird bolts and nuts as per sample bolt, to be furnished by the Inspector, Mr. 0.
P. Sandberg, of London, the price to be ($101) one hundred and one dollars per gross ton,
dutypaid, delivered in Montreal or Toronto.

"We are, dear Sir,
"Yours, &c.,

"COOPER, FAIRMAN & CO.,
"Agents for RoBB & Co.

"4The Mfinister of Public Worku,
" Ottawa.'"

The contention put forward by Messrs. Cooper, Fairman & Co., in their
letter of the 23rd April, above mentioned, was thus based upon the fact
that they had in November preceding made a spontaneous offer in their
own names for the delivery of 10,000 tons at ports on the western lakes,
points at which no delivery had been submitted to competition ; that this
offer was accepted in its entirety and connected with an offer of 10,000
tons made within the terms of the advertisement by the Mersey Company
for delivery at Montreal, these two quantities of 10,000 tons, each being
included in one contract, intended to be executed by the Mersey Company in
England. It was after the Department had become aware that the Mersey
Company had repudiated the offer for delivery on western lakes, and after
the result of a public competition for the same work had become known to
the Department, that Messrs. Cooper, Fairman & Co. advanced this claim
in their letter of the 23rd April, which had the effect of interrupting nego.
tiations with tenderers, who had made offers in the regular;way, in a public
competition.

Mr. Trudeau, as a witness, states that this claim of Messrs. Cooper,
Fairman & Co., was, in his opinion, not a good claim.

Before the receipt of the letter of 28rd April, from Messrs. Cooper,
Fairman & Co., the Secretary of the Department had addressed Mr. Samuel,
the lowest tenderer, as follows:-

19
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22nd April, 1875.

"Furnish list and descriptions of vessels you intend employing; also nature of security for
fulfilment of contract.

"F. BRAUN,
L Secretary.

i Em'r. SAMUEL,

"P. O. Box, 4834,
diMontreal."

After which the following communications were received from Mr.

Samuel
«No. 110. OrTAwA, 26th April, 1875.

"By Telegraph from Montreal, 26th.

"Offer as surety D. Butters & Co., merchants. If more required can furnish security to
any amount. Guarantee to ship by first-class propeller. Answer.

"E. SAMUEL
« To F. BRAUN, Esq.,

'<Secretary,
"Board Public Workg."

"No. 82. OTTAWA, April 27th, 1875.

<'By Telegraph from Montreal, 27th.

" Are you open to more than the quantity named in my tender? If so, please name the
quantity of rails you desire carried on same terms.

"E. SAMUEL."
"1 P. BRAUN."

"No. 13. " OTTAWA, 29th April, 1875.

"By Telegraph from Montreal, 29th.

ýYour early reply to my tender will oblige,"so as to regulate movements of propellera
pending arrival of rails. Security and propellers will be made satisfactory to you.

"E. SAMUEL
'To T. Taubaa,

" Dbput4 Minister,
"Board of Public Works."

The day before the date of the last letter, the Secretary of the Depart.
ment had notified Messrs. Cooper, Fairman& Co., as follows:-

" OTTw, 28th April, 1875.
il Minister of Public Works would be glad to see you respecting carriage of steel rails

westrard.
W F. BRAUN.

d COOPER, FaRMÂ & Co.

"Montreal."

CONTR ACTS.290



CONTRACT No. 20.

On the 30th April an Order in Council was passed as hereinafter set
out

Copy of a Report of a Commillee of the Hosourable the Privy Council, apprnved by Hig
Excellency the Governor General in Council, on the 30th April, 187.5.

"On a Report, dated 29th April, 1875, from the Ilonourable f he Minister of Publie Works,
stating that proposais have been invited for the transport of 5,000 tons of steel rails au
fatenings from Montreal to Fort William or Dulutb, Lake Superior, during the season of
1875; the price to include al coSt of handlinr, piling, insurance and charges at all points,
and that the undermentioned tender& have been received, vis:-

Per ton.
1. E. Samuel, Montreal............................................................... $6 00
2. C. Edwards, Kingston............................................................. 6 25
3. G. E. Jaques & Co., Montre l................................................. 6 30
4. Chas. Stephenson, Kington.................................................... 6 50
5. Cox & Green, Montreal.......................................................... 6 50
6. Halcomb & Stewart, Kingston................................................. 6 74
7. J. H. Beatty & Co., Thorold.................................................... 7 00
8. W. F. Perry, Buffalo......................................... 7 00

"That in a tender made in November last for the supply of steel rails Messrs. Cooper,.
Fairman & Co., agents, stated the difference in price for delivering those rails in Montral or
Duluth and French River would be $5.60 per ton exclusive of any harbour or wharfage dues
at the ports named.

" That those gentlemen now offer on behalf of the Merchanta' Lake and Steamship Line,
(oonsisting of eighteen first.class propellers) for an aiditional sum of not more than sixty
cents per ton to the price of $5.60 aaked in their tender of November lest, or say a total sum
of $6.20 per ton, to undertake the transport of 5,000 tons of steel rails from Montreil to ldt
William or Duluth, and assume all cost of handling, piling, insurance and obarges as required
by the advertisement.

"That Mr. E. Samuel, who is the lowest bidder on the liât given above, is not a steam.

boat owner.

" The Minister, therefore, recommends that the offer of àfesors. Cooper, Fairman & Co.,
he accepted.

" The Committee submit the above recommendation for Your Excellency's approval.
"Certified,

"W. A. HIMSWORTH,
" Clerk Privy Council."

The $5.60 referred to in this Order in Council is apparently the differ-
ence between £11 8s. sterling equal to $54.26, at which price an offer had

been made on behalf of the Mersey Co. for delivery at Montreal, in the
November competition, and £12 6s. sterling, equal to $59.86, at which price,
in their own name, Messrs. Cooper, Fairman & Co. had then offered
delivery on the western lakes.

19½
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Mr Fairman stated, in evidence, that when his firm wrote this letter, on
the 23rd April, they were not owners, or part owners, of any steamboat
line, and according to the evidence before us, the offer of Messrs. Cooper,
Fairman & Co. in their own name was accepted on the 2nd December, 1874,
for delivery on western lakes without any ground for supposing them to be
owners of any steamboat, or to be representing any such owner. As far as

we can judge from the evidence, the tender of Mr. Samuel was not refused
because he was not a steamboat owner, but upon the assumed ground that
Messrs. Cooper, Fairman & Co. had a claim to the contract for transporta-
tion in consequence of the notification aforesaid made by the Secretary of
the Department, on the 2nd December, 1874, concerning tenders made on
behalf of the Mersey Co. In our judgment Messrs. Cooper, Fairman &
Co. had not, under the circumstances, a claim to the contract for transpor-
tation as asserted by them.

On the 5th May, 1875, the Secretary of the Department notified Mr.
Samuel as follows :-

'"OTTAWA, Sth May, 1875.

"Sim,-Referring te your telegram of the 29th ult-, relative to your tender for the
transport of steel rails westward, I am to inform you that the Minister of Publie Works has
made other arrangements for this service.

"I have the honour to be, Sir,
"Your obedient servant,

"F. BRAUN,
Secretary.

4 Montreal.''

A week afterwards Mr. Samuel addressed the following letter to the
Secretary of the Department

1 No. 68. OTTAWA, 12th May, 1875.
'By Telegraphfrom Montreal.

"Si,-Forreason unnecessary to state, I beg to withdraw my tender for transport of
railway iron for Lake Superior ports. E. SAMUEL

" To F. BRAUN, Secretary B. p. W,

The day following this the Secretary of the Department sent the fol-

lowing communication to the successful firm:
"OTTwA, 13th May, 1875.

"The carriage of five thousand tons (5,000) of steel rails and accessories from Montreal
to Duluth, or Fort William, fô six dollars and twenty cents, including all charges, is awarded

to you. A contract will be prel ar3d.
" F. BRAUN.

"CoopER, FAIRgAN C Go.,
Montreal."
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On the 10th of the following'month a new spontaneous proposal was
made by Cooper, Fairman & Co, and accepted by the Department. It is
shown in the two following letters:-

" MoNTRaA lOth June, 1875.

"DEAR Sra,-We hereby agree as agents of the Merchants' Lake and River Line of steamer's
to carry from ten to twenty thousaud tons of steel rails, on the same terms and conitions as
former contract, namely, at six dollars and twenty cents currency per grosa ton for Duluth and
Fort William, on lake Superior, which rate includes piling et the port of delivery and insur-

ance-said insurance we bind ourselves to effect to the entire satisfaction of the Department.
"Yours most respectfully,

" COOPER, FAIRMAN & CO.

"T. TRUDEÂi, Esq.,
"Public Works Department,

"Ottawa."

« OrrAwA, 10th June, 1875.
"GNTLEsMEN,-I beg to acknowledge the receipt of your letter of this day's date, offeriog

on behalf of the Merchanta' Lake and River Line of steamers to carry from ton to twenty
thousand tons of steel rails on the same terms and conditions as former contract, namely, et
six dollars and twenty cents, currency, per gross ton, for Duluth and Fort William, on lak.
Superior, whioh rate includes piling at port of delivery and insurance, and to inform yoù that
the Departuient accepta your offer for five thousand (5,000) tons.

"I have the honour to be, Sire,
"Your most obedient servant,

"F. BRAUN,
"Secretary.

'"Mesar. CooruR, FAiRaxN & Co.,
"Montreal."

The effect of this correspondence, as a whole, is to give Messrs. Cooper,
Fairman & Co., or their principals, $6.20 per ton for transportation of
10,000 tons from Montreal to ports on the western lakes; and it is alleged

that the reason for so doing is that they were promised, in the fall of 1874,
a contract for rails to be delivered at those ports at a price which, including
some new items, would equal this $6.20 beyond the price at which they
then offered rails at Montreal.

In the competition in the fall of 1874, another firm, whose tender is set

out at page ii1, had made offers to deliver rails on the western lakoe, and

the result of their tender, as well as that of Messrs. Cooper, Fairman & Co.,

was reported on by Mr. Fleming on the 19th November, 1875. (See page

178.)
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There he gives the substance of these offers as follows:-

Tous. Thunder Biy. Duluth.

Post & Co......... ......... 5,000 .. ........... $58 16

". . ............... 5,000 ......... ............... 59 40
Cooper, Fairman & Co..10,000 .... $59 86 .................

This, however, does not indicate that these offers competed with each

other for both places, as they did in fact. The substance of the offers from
these firms, at the above-meutioned ports, was really as follows:

Ton#. Thunder Bay. Duluth.
Post & Co .................. 5,000 ...... $58 91 ...... $58 16

............... 5,000 ...... 60 15 ...... 69 40

Cooper, Fairman & Co..10,000 ...... 59 86 ...... 59 86

Inasmuch as all the rails that both firms offered for delivery at Mon-
treal, were accepted by the Government, the final cost of any portion
delivered by either, at ports on the western lakes, would be, more or less,

according as the highest or lowest price was paid for the transportation of

any portion of them to those ports.

No competition had been invited for delivery on the western lakes by
the advertisement in the fail of 1874, but if the Department desired to
accept any spontaneous offer concerning this matter, the tenders before them
on the 19th November, 1874, showed that Messrs. Post & Co. had offered

10,000 tons for delivery at Duluth, or 5,000 at IDuluth and 5,000 at Thunder
Bay, at prices lower than those named by Messrs. Cooper, Fairman & Co.,
and adopted in the notification of Mr. Braun on the 2nd December, 1874,
Which has been made the ground for giving that firm this contract.

Although the correspondence above mentioned covered two separate
quantities of 5,000 tons each, the formal contract referred to at the head of
this report, and dated subsequently to the closing of that correspondence,
named no more than 5,000 tous. The quatity actually transported was
about 10,891 tons.

Mr. Trudeau, in his evidence, said that subsequent events have sho'wn
that, if in 1874 the tenlder made by Post & Co. had been accepted, the cost
of the 10,000, if delivered at Duluth, would have been decreased by
412,400, and if at Fort William, by $4,900.

As a fact, about 5,349 tons of rails and accessories were delivered at
Duluth and about 5,477 at Fort William, upon which, at the rates stated by
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Mr. Trudeau, the loss occasioned by accepting the offer of Cooper, Fairman
& Co., in preference to the lower one of Post & Co., was over $9,000.

We conclude from the evidence that, in this contract, the contractors
got an undue advantage, namely, a higher price than that at which other
tenderers had offered to do the work bargained for. The evidence dis-
closes no reason for refusing the lower offer of Post & Co.

The work having been completed, the following sum was paid on tle
contract : $67,126.28.

CoNTiRcT No. 21.

Movement of Rails.

By this contract, dated the 9th August, 1875, Patrick Kenny under-
took to remove all the steel rails that would be landed from sea-going vessels
in Montreal during that'year's navigation, and to lay them on the ground at
the Rock Cut, on the Lachine Canal, at the rate of 80 cents per ton.

The work under this contract was let by public competition, The
Deputy Minister, on the 14th July, 1875, instructed Messrs. Morin & Ce.,
of Montreal, to call for tenders. Advertisements were a ccordingly issued
stating that tenders would be received by Messrs. Morin & Co., up to noon.
of the 19th July. On the 20th July, Messrs. Morin & Co. reported that
they had received, up to the time named in the advertisement, 16 ten4eX,
of which two named 80 cents per ton for the work to be performed, one by
Messrs. Holcomab & Stewart for a quantity of 5,000 tone, And th other
by Patrikk Kenny, without litniting the quantitt. 17he eontract was
awarded to the lktter, who ad, in out judgment, mde the best available

-effeT tbr the Department.

After about 11,000 tons had been removed. the work was not proceeded
with, because the Department was led to the conclusion that it would be
waore economical to transport the balance, as they arrived, to a point further
west.

A caim is ma4 by the centractor against the Goverment for datigsu
Gcauioned by the stoppage of the work contrary to ti meaing of the

oemrtt, and 'at the date of out commission the elaim was uit settled.
1he amount paid uder the contract up to the 30th Jui, 1880, WaB
48,182.11.



CoR&cr No. 22.

Transportation of Rails.

In this case there is no formal contract. The correspondence between
the Department and the contractor, shows that Messrs. Holcomb & Stewart
undertook to transport from 1,000 to 10,000 tons of steel rails from a
wharf or ship's side in Montreal to Kingston, at the price of $1.80 per ton
or less, upon the terms and conditions hereinafter set out.

Competition was invited by the Chief Engineer at the request of the
Deputy Minister of the Department. This was done by a telegram to each
of the following forwarders:-

D. McPhie....................... ........ Montreal
Millar & Joues............... Montreal.
Jacques & Co...........................Montreal.
Holcomb & Stewart..................Kingston.

The request for competition was in the following words

"i At what rate per long ton would you take rails from wharf or ship's side, Montreal, and
deliver them at the Penitentiary wharf, Kingston?"

The answer from each of the firms addressed as aforesaid is shown by
the report upon the subject by the Chief Engineer, dated 20th September
1875, and hereinafter set forth. The answers showed that Mesrs. Holcomb
& Stewart made the offer which was most favourable to the Government.

Before this competition was invited, Mr. Leonard G. Bell had been
directed to examine into the matter and report upon the expediency of
StOrinug the rails at Kingston rather than at the Lachine eut at Montreal, to
which point Mr. Kenny, under a previous contract (No. 21), had been deliver-
ing them. Mr. Bell's report upon the subject having been considered by
the Chief Eugineer, he, on September 14th, 1875, had recommended that
the forwarding should be awarded by competition in the way in which it
was subsequently accomplished. Mr. Bell's report had shown that the
Warden of the Penitentiary at Kingston was anxious to obtain the work
of piling and re-loading the rails, as there was then not sufficient employp
ment for the convicts, and after the receipt of the tenders showing the
offer of Messrs. Holcomb & Stewart to be the most favourable, the following
correspondenCe took place between that firm and the Department relative
to a deduction from the price named in the tender
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"OTAwA, September 14th, 1875.
*i GNTLxmEN,-Referring to your offer of the 2nd ulto., for transporting rails, &o., from

Montreal to Kingston for $1.30 per ton, which. sum to cover all expenses connected with that

service, I am directed to enquire what reduction you would be willing to make from the above

price if the Government assumed the expense of unloading and piling the rails.

"I have the honour to be, Gentlemen,
"Your obedient servant,

"F. BRAUN,
"Secretary.

" Messrs. Hozom & STEWART,

Kingston, Ont."

"KINGsTox, Ont. September 15th, 1875.
"Sia,-Referring to your favour of yesterday's date, we would agree to make a reduction

of Ten (10) cents per ton from our rate, provided the Government assumed the expense of

unloading and piling the rails. It would not cost us this sum, as such labour is generally done
by our own crews.

" As the season is far advanced, we would beg leave to press on the Department the ne-
cessity of taking immediate action. We can place capacity at once alongside the iron at

Montreal for 2 to 3,000 tons. Kindly-reply by return mail, or, if possible, by telegrama, to-

morrow.
"The writer can go to Ottawa if desired to do so.

"We remain, yours respectfully,
"HOLCOMB & STEWART.

u F. BRAuN, Esq.,
4Secretary, Department Public Works,

" Ottawa."

On September the 20th, the Chief Engineer reported as follows
"OTmÂwA, Sept. 20th, 1875.

"SiR,-As requested by the Deputy Minister on the 18th inst., I sent a telegram to the

following forwarders:-
" D. S. McPhie, St. Lawrence Forwarding Company, Montreal.

" Millar & Jones, Forwarders, do

" Jacques & Co., do do

l Holcomb & Stewart, do Kingston.

'At what rate per English ton would you take rails from wharf or ship's side, Montreal,

and deliver them at the Penitentiary wharf Kingston ?'
« I enclose herewith the replies received:

" No. 1. From D. McPhie, offering to carry rails between the points named at $..35 per

English ton, exclusive of canal tolls.

" No. 2. From Holcomb & Stewart, offering to carry rails at $1.30 per English ton,

including canal tolls and all charges.
" No. 3. From Millar & Jones, offering to convey rails at $1.50 per English ton.

"As the canal tolls would probably amount to about 15 cents per ton, it is clear that the

offer of Holcomb & Stewart is the lowest.
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"These gentlemen further propose to make a deduction of 10 cents per ton, provided
the Government assume the expense of unloading and piling the rails. As the Penitentiary
lIbour will be available for that purpose, I think, under aU the oircumstances, it would be
advisable to accept the offer. In the event of this being done, as there is [no time to be
lost, I would recommend that a telegram be immediately sent to Holcomb & Stewart, so that
the barges they have in Montreal ready for the work may at once be loaded. The Peni-
tentiary authorities should also be notified to make preparations for unloading and piling the
rails on their arrival.

" I am, &c., &c.,
"SANDFORD FLEMING.

41 F. BRAUN, Esq.,
" Secretary, Public Works Department."

1Upon which the contract was closed by a formal letter from the Secre-
tary of the Department to Messrs. Holcomb & Stewart, which is set out
below:-

"OTTAwÂ, 22nd >eptember, 1875.
"GENTLEMEN,-YOur tender of27th August last, as modified by your letters of the 13th

and 18th instant, to provide standard barge stock of from 3,000 to 4,000 tons capacity, for
taking one, five or ten thousand tons of steel rails for the Canadían Pacific Railway from the
wharf or ship's side in Montreal and delivering them at Kingston, in the dock yard or
Queen's Wharf, or on the penitentiary wharf, bas been accepted.

"The conditions are as follows:-
"That you will from time to time, during the present season of navigation (1875), provide

a sufficient number of standard barges with proper stearm power and transport from the port
of Montreal to such wharf or wharves in the port of Kingston as the Minister of Publio
Works may direct, about five thousand tons (the ton of 2,240 pounds) of steel rails with
their accessories, in manufacturing parcels, or such lesser or greater quantity as may be then
ready for shipment.

" That you will despatch the rails, &c., without delay, and deliver and pile the same on
*àe wharf indicated, at and for the price and sum of one dollar and thirty cents ($1.30) per
ton, which sum will cover all charges whatsoever from ship's aide, including canal tolls, but
nsurance against damages of navigation and fire excepted:

"Provided, however, that in case the unloading at Kingston and piling on the wharf
should be done and assurned by Government, a reduction of ten cents (10 cents) per ton will
be made froin the above rate.

" Payments tO be made on production to this Departinent of a certificate signed by the
officer of the Government at Kingston, ehowing the delivery there of each cargo complete fa
every respect.

"I have the honour to be, Gentlemen,
u Your obedient servant,

"F. BRAUN,

" Messra. Ho1LCOYa & STEWART,

"Forwarders, &c.,

" Kingston, Ont."
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The contract having been thus awarded to the lowest available offer ;
It was duly falfilled, and up to the 80th June, 1880, the following amount
Was paid on account of it:-

30th June. 1876..............................................$5,850.00.

CONTRACT No. 28.

Supplying Ties.

By this contract, dated 4th October, 1875, Henry Sifton and Frank Ward,
tnder the name of Sifton & Ward, bound themselves to furnish 56,000 ties
according to specifications agreed upon, at the price of 26 cents each, to be
delivered upon the railway line near Prince Arthur's Landing.

This contract was let by Mr. Hazlewood, the District Engineer at Prince
Arthur's Landing. The Chief Engineer sent to him, on the 25th September,
1875, the following telegram:-

<' A.' Invite tenders for ties in ten-mile sections, Fort William to Kaministiquia, n be
delivered in proportionate quantities every half mile along the track. Receive tenders in ten
days and forward here. A cash security of ten per cent. on contraot; amount to be deposit .
with the Department.

"SANDFORD FLEMING."

On the 27th September, advertisements were issued by Mr. Hazle-
wood asking for tenders up to six o'clock p.m, of 2nd October, 1875. This
advertisement numbered the sections 1 and 2, and asked for 28,000 ties to
be delivered along 'each of them, stating that separate offers would be
received for each section.

Twenty-four tenders were sent in. William McAlister's offer for
section 1 was at 25 cents per tie, and for section 2 at 28 cents. Sifton,
Ward & Co's. offer for the whole was 26 cents. All the oiher tenders were
higher than these.

Mr. Hazlewood interpreted the telegram as directing him to close a
contract, probably understanding that the words " forward here " applied
to the cash security which was mentioned next after those words, and
which would be forwarded only after the contract had been awarded. The
intention of the Department, however, was that he should send forward
the tenders for consideration at Ottawa.

There is no reason to think that the tender of Messrs. Sifton & Ward,
the present contractors, would have been available for section 2 alone at 26
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cents, the price mentioned by them " for the whole " distance. If it had
ben so available, that would have reduced the price a trifle by accepting
Mr. McAllister's offer for 25 cents for section 1. As it was, we think that
Mr. Hazlewood accepted the tender which was most favourable among
those available to the Government. He closed a bargain and entered into
a formal contract, the document above mentioned. This was forwarded by
him to the office of the Chief Engineer, with the original advertisement

and tenders. Mr. Fleming, on the 18th November, 1875, made the follow•

ing report upon it

"OrrwA, 13th November, 1875.

"Si,-I enclose herewith a contract * made on behalf of the Publie
Works Department by S. Hazlewood with Sifton, Ward & Co., dated 4th inst., for the delivery
Of 56,000 ties on the 13th contract.

" It was not intended that Mr. Hazlewood should enter into a contract, as you will 800
by the enclosed telegram marked A. He was to receive tenders and forward them here. The
telegram, however, as he received it, read as if he was directed to enter into contract and for-
ward here a cash security of ten per cent.

"Mr. Hazlewool was very unwilling to assume the responsibility of making a contract,
but on consultation with the Chief Surveyor and other gentlemen he felt that he could not
decline without defeating the object in view, namely, to provide work for the men and horses
in that locality in order to keep them there during the winter. He saw there was no time
before the close of navigation to communicate with Ottawa for instructions, and thought
it best to make the contract.

"I also enclose all the tenders received by him, 1 to 24 inclusive, and other papers con-
neoted therewith.

" I enclose at the same time, paper marked " C," being an order from Sifton, Ward & (0,
to retain out of the monies payable to them on the 13th contract the sum of $1,456 being th*
amount to be deposited as security for the performance of their contract *
enclosed.

" I am, &c.,

" SANDFORD FLEMING.
" F. BRAmu, Es

" Secretary Public Works Department."

The contract was duly fulfilled, and the following sums were paid onL
account of it

30th June, 1876......... ............... 10,978.85
"c 1877........................................ 3 ,669.79

Total ......... $14,648.14
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CONTRACT No. 24.

Building an Engine House.

By this contract, dated the 6th September, 1875, Adam Oliver, Joseph
Davidson and Peter Johnson Brown, under the name of Oliver, Davidson
& Co., agreed to erect and finish, on or before the 20th June, 1876, a house,
according to specifications and plans agreed upon, receiving therefor $3,000.

We have not been able to ascertain whether this contract was let after
any competition or by accepting a single offer. It was closed by Mr. Hazle-
wood, the District Engineer at Prince Arthur's Landing. He seems to have
been clothed with a general authority to arrange for the erection of
engineers' houses.

On May the 18th, 1875, written instructions were given to him for the
purpose of governing his action as district engineer, as aforesaid. The only
clause in these instructions which touches the present subject, is as
follows:-

" You are authorized to enter into arrangements on the most favourable terms for the
erection of a sufficient number of engineers' bouses at points where they may hereafter be
utilized in connection with the operating of the road."

Under this authority he entered into several contracts for the construc-
tion of houses. Some of these appear among the contracts reported on in
Mr. Fleming's special report of 1877, and others do not.

The practice was to place funds in the control of Mr. Hazlewood, and
out of them he paid, upon some occasions, the cost of houses erected under
such arrangements as were closed by him. He would be credited against
the funds charged to him in this way, with such sums as he offered
sufficient vouchers for. Those disbursements, not having been made
through the Department at Ottawa, would not be charged against any par-
ticular contract, and thus it happened that only some of the contracts
closed by him, are mentioned in the regular reports of the disbursements of
the Department here. His practice as to letting by competition or other-
wise was variable. For instance, on the 23rd August, 1875, he informed
the Chief Engineer by letter that he had contracted with Messrs. Oliver,
Davidson & Co. for building two dwelling houses at the town plot of Fort
William for the use of railway employes there, and he then enclosed a copy
of an offer which had been made by that firm and which had been accepted,
apparently without competition.
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1Upon another occasion, on the 25th October, 1875, Mr. Hazlewood
addressed the Chief Engineer, enclosing the copy of a contract which he
had entered into with Mr. Chevrette for the erection of an engineer's house.
near Sunshine Creek. Uipon that occasion he mentioned that he had

received three tenders and showed that the côn tractor had made the lowest

of them. Neither of these two last-mentioned bargains m ade by Mr. Hazle-

wood appears in the ordinary reports upon contracts issued by the Depart-
ment. In this particular case we are not able to say whether the contract

was entered into after competition or not.

A copy of the contract itself and a bond by two sureties were enclosed
by Mr. Hazlewood, on tho 30th September, 1875, accompanied by the fol-
lowing letter

"PRINCE ARTiiUR'S LANDING,

" 30th September, 1875.
" pAR SIR,-I enclo8e you herewith a copy of bond and ontruct for the erection of aur

engineer's house at the town plot of Fort William.
"Yours very truly,

"SAMUEL HAZLEWOOD.

"S. FLEMING, Esq.,
"Chief Engineer, C. P. R.,

"Ottawa."

Mr. Fleming has expressed before us his confidence in Mr. Hazlewood's

abilities and integrity, and upon the evidence we have no reason to suppose

that the contractor in this case obtained any undue advantage, or that any
unnecessary amount was paid on account of the erection of the house
mentioned in this agreement.

The contract was duly falfilled, and the followmg sums were paid
upon it, including some extras :-

80th 3une, 1876......................................... $ 750 00
"4 1877................................ 2,888 70

1878.......................... 441 40

Total............................. $3,525 10

CONTRACT No. 25.

Railway Construction.

By this contract, dated 7th June, 1876, Patrick Purcell and Hugh Ryan
covenanted that they would, on or before the lst day of November, 1878,
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coinplete all the excavation, grading and bridging on the line between
Sunshine Creek and English River, in length about eighty miles, together
with the track-laying and ballasting between Fort William and English
River, and so much of the works as would allow working trains to run to-
the navigable waters of Lae des Mille Laes on or before the 1st day of
August, 1877, and so much as would allow working trains to run to Eng-
lish River by the lst day of August, 1878, receiving therefor the prices
specified in the contract for the respective kinds and quantities of work
and material provided by them in carrying out the contract.

The work covered by this contract was submitted to public competi-
tion. An advertisement, dated 22nd April, 1876, was issued from the
Department of Public Works, giving notice that sealed tenders for the
grading from the westerly end of the 13th contract to English River, and
for the track-laying and other works west of Fort William would be
received up to 22nd May, 1876; and that plans, approximate quantities and
other information could be had on application. On the 22nd May, above
named, the tenders were opened in presence of the Chief Engineer and two
of his assistants, Mr. Marcus Smith and Mr. Rowan. At the time of this
opening a schedule was prepared and certified by these gentlemen. This
record and the original tenders have been produced before us. There were
twelvà offers, varying from $1,087,061 to $1,635,660. The lowest was made
by Mr. P. Purcell, and is the foundation of this contract.

After the contract had been awarded to Mr. Purcell upon his tender
above mentioed, and after he had put up all the requisite security, but
before the contract was signed, he addressed the following letter to the
Minister:-

"ArwA, 30th May, 1876.
" SI,-I beg to be àllowed to assooiate with me Hugh Ryan, as partner in the contract

for section 25 of the Pacifie Railway, and to have his name inserted in the contract.
"And oblige

." Your very obedient servant,
"P. PURCELL.

" The Hoa. Minister of Public Works."

We have taken evidence concerning the negotiations which led to the
introdtuction of Mr. Ryan as parther in this contract. He had been inter-
ested in a tender made in the name of Brown, Brooks & Ryan, and which
wa considerably higher than that of Mr. Purcell. Alter the contract had
been awarded to the latter, he asked Mr. Ryan to join him, and Mr. Ryan
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consented. There is no reason to suppose that the partnership was due to

any undue pressure upon Mr. Purcell, or for believing that in obtaining
this contract the contractors got any undue advantage, or that the work
covered by the contract could then have been provided for at a les cost
than that which was promised by the terms of the agreement.

This is one of a series of contracts for distances between Lake Superior

and Red River which were let upon schedules purporting to give approxi-

mate quantities of the different classes of work to be executed, upon which

quantities tenders named a price for each class of work, and in which series

the quantities so named were exceeded in carrying out the contract-in
some cases very largely, in all to a considerable extent.

In the case of this contract the quantities furnished to tenderers were
stated and the contract let before the line was located. The whole distance

covered by it was something over eighty miles, but the ground over which

the railway was to be made was known only to the extent of about sixty

miles. A profile, but no cross-sections, had been made for that portion of

the line, and for the last twenty miles or more at the western end even the

centre line had not been ascertained. The work under this contract crosses

a country not very rough, but much of it "is flat, dotted with rocky islan4s

like small hills."

The system of letting contracts upon bills of work in which quantities

were not given with approximate accuracy, was advocated by the Engineer-

in-Chief as affording a proper means of comparing the relative ranks of

tenders without any material disadvantage to the country, except in so far

s a disappointment might ensue in consequence of the total outlay being

larger than was to be expected from the quantities given in the schedules.
We have dealt with the expediency of such a practice as an engineering
question, reporting our conclusions upon it under the head of " Engineering"
(page 71).

On this contract the estimated cost at the time of letting it was
$1,037,061. The cost under the last progress estimate was $1,896,824. The

differelice is not to be attributed entirely to the inaccuracy of the first

estimates, for ballasting and other improvements have taken place in

addition to the works contemplated at the time of making the contract.

There can be no doubt, however, that irrespective of extras the work
intended to be provided for by the contract has cost a very much larger
sum than could have reasonably been expected by the Department at the
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time of making it. There are, apparently, two main causes for this : one
that the nature of the material on this section was not known. Much of
the embankment has been formed from excavations in muskegs in which,
according to the evidence, the material when moved will furnish in the
embankment not more than from 40 to 50 per cent. of its cubie contents
in the place where nature placed it. The other, that the quantities named..
in the estimates were not correct, because no sufficient information had been
obtained upon which to state them accurately, even if the nature of the

material to be worked had been understood. These causes are more fully
alluded to in our report upon Engineering.

. There is, however, another matter touching this particular contract,
and the cost which has been incurred under it, which, though somewhat
within the jurisdiction of the engineers, we allude to now for the reason
that it concerns the conduct of Government officers and the fair dealing of
the contractors.

The measurement of the work in this case, as in all such cases, was
certified to the contractor from time to time as it progressed, and on the
certificates so obtained the price was paid by the Government. The
measurement was here taken under the superintendence of Mr. McLennan,
a Government official known as " resident engineer." It was generally
made, in the first place, by one or more of his assistants and revised by
himself. The measurement of a considerable portion of the work under this
contract, as first certified by Mr. McLennan, has been disputed, and a re-
measurement was directed to be made under Mr. L G. Bell and another
engineer who had been in no way connected with the work. We set out
below the instructions of the Chief Engineer to Mr. Bell, the report by Mr.
Bell, a corroboratory certificate by Mr. Mortimer whô assisted him in the
re-measurement, and an accompanying memorandum by Mr. Hill, who was
associated with him in the work, as well as the report of the Chief Engineer
in submitting the former documents to the Minister:-

"MAY 28th, 1879.
"Memorandum of Instuctions for Mr. L. G. Bell.

"Mr. Bell has been appointed by the Honourable the Minister of Public Works, to
re-measure the work on section 25, consisting of bridging and grading between Sunshine
Creek and English River, anI ballasting and track-laying betwe m Fort Williatn an i English
River.

" Mr. Bell will at once proceed to Fort William, and report, himself to Mr. J. il. Caddy,
the senior engineer in that district. Mr. Beli will apply fo>r amd obtain all the meSUmement

books; copies of the monthly ostimates, &O., in onnectiom with theooatraobi the planaj
profles, cross sections, andaâ other information.

20
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" The Engine-er-in-Chief has pointed out verbally ta Mr. Bell the necessity for the
-re-mesqurement of the work on this contract ; explained the nature of the diffloul ties he
will probably meet in carrying ont the duty with which he is charged. In some portions of
,the section, particularly where muskegs prevail, it will doubtless prove a difficult task to
make accurate measurements of the work that has been done. In such cases Mr. Bell must
use his best judgment in making proper allowance, so as ta arrive at just and fair results. As
-xplained to Mr. Bell, in cases where the cuttings, ditches, and borrowing pit, from which
material has been taken, have been disfigured or seriously altered, it may be expedient to
measure the work in embankmont.

" Mr. Bell will bear in mind that the object of the examination with which he is charged,
i ta make a verification measurement of aIl the works, cbiefly excavation and embankment
On contract 25, and the Engineer-in-Chief commends ta the diligence and zeal of Mr. Bell the
important duties entrusted to him. Tho Engineer-in.Chief oonfidently trusta that theseduties
will be performed with judgment, determination and industry, and that the information
obtained will be as perfect as circumastances will admit.

" Mr. Bell will report ta the head olfice weekly, the progress being made with all particu-
Uars worthy of note, and on completion, furnish full detailed measurements of the works, with
report covering the whole.

" The Honourable the Minister bas been pleased ta associate with Mr. Bell, Mr. A. J. Hill,

as an assistant in this important verification measurement; Messrs. C. McGammon and Wm.

Fraser ire appointed rod-men.
" The Department will furnish Mr. Bell from time to time, with funds ta carry on the

service, and while the Engineer-in-Chief refera him ta the rules established by the Department
·with respect ta the making of payments, the keeping of accounts and the character of

vouchers, &c., attention is directed to the necessity of exercising economy in personal

..xpenditure. "SANDFORD FLEMING,

" Engineer-in-Chief."

" CANADIAN:PAcIrIc RAILwAy,
"OFFICE OF TE ENhINEEIC-IN-CrIEf,

"OmVÂWÂ, 17tb April, 1880.
"Shar-I have the honour of reporting that the work of re-measuring contract No. 25 that

was entrusted ta me by the Hon. the Minister of Railways and Canals, has now been com,
pleted, and I have now ta lay before you the accompanying statements of the quantities of
excavation by which you will see that according ta my measurements the work done in the
following items i less than what the engineers in charge have returned it by the following
aSmounts:-

Cubie yards.
"Excavation in solid rock.................................. 23,713

di loose rock................. . ................. 103,342
"i earth in line, cuts and borrows....... .305,961
"4 off-takes......... ............................... 30,852

"Total.................................... 463,868

" These great differences are, I believe, due partly ta the measurements of the engineers

in charge having been made on what I consider an.erroneous bais, and partly ta what I con-

aider a very grave miisinterpretation of the clauses of the specification describing what is te

be classed as loose rock and solid rock.
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"I did not measure therip-rap on the contract, but I took notes of a considerable quan-
tity of work done which has been returned by the engineers in charge as rip-rap, which, in
iany opinion, ought not to be so classed, and for which there ought to be a reduction in that
item of 1,722 cubic yards.

"In numerous places the engineers in charge have made " allowances," many of which I
believe ought not to be adrnitted. Some others may be admitted, but the amoiunt is rela-
tively very small.

" I have measured also the several ballast pits on the contract, and estimated the quain-
tity taken out of each pit up to the date of my measurement of it. But as the work was then

in progress in three distinct pits and continued se for some time longer, I am able to give
only a check on the measurements of the engineers in charge at the time of my measurement,
which check indicates satisfactorily that the engineer's measurements were then practically

orre for progress estimates.
"Mr. A. J. Hil, C.E., was associated with me in the work of re-measurement, and in al

respects he concurs with me in the measurements and classification of work. In aIl our
'Work we acted under a desire to give full and liberal measurements, and we spared no pains
to obtain accurate and reliable results.

"I have the honour to be, Sir,
"Your obedient servant,

"LEONARD G. BELL.
"I have read the above report,*and hereby confirm all that Mr. Bell has said in it.

"ALBERT J. HILL."

CANADIAN PACIFIC RAILwAY.

Contract No. 25.
Quantities of Excavation, exclusive of that for foundations and culverts, as at 30th

September 1 b79.

ExCAVATIoN.

STATIONS.
Rock. Earth.

From. To. Solid. Loose. Line cuts nd Off takes.

1,685 2,215 19,140 2,261 267,353 6,671

2,215 2,810 6,414 483 182,636 483

2,810 3,275 1,335 10 143,664 613

3,275 3,825 1,703 436 215,711 13,9.5

3,825 545 3,295 384 178,945 1 12,615

545 47 12,668 406 194,800 1,193

47 560 5,790 342 193,083 9,786

560 1,206 2,081 686 172,845 8,411

52,426 5,098 1,549,036 53,697

Torar..

295,424

190,016

145,622

231,775

195,239

209,067.

209,001

184,023

1,660,187
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"OTTAWA, 17th April, 1880.
"We hereby certify that the above statement represents the quantities of excavation

of rock and earth on contract No. 25, between 324 and 113 miles, as measured by us up te

the 30th September, 1889.
"LEONARD G. BELL,
"A. J. HILL."

CANADIAN PACIFIc RAILWAY.

Contract No. 25.

QUÂNTITIEs of Excavation, exclusive of tbat for the foundations and culverts, as at 31st Decem-
ber, 1878, according to returns of Engineer in charge.

Excavation.

Stations. -

Rock. Earth. Totals.

Line cuts
From To Solid. Loose. and Off-takes.

Borrows.

1685 2215 24,286 33,815 272,536 7,509 338,146

2215 2810 10,019 11,982 195,143 2,777 219,921

2810 3275 1,795 1 5,200 174,052 3,245 184,292

3275 3825 4,442 9,053 305,147 18,385 337,027

3825 545 4,795 15,173 211,672 21,571 253,211

545 47-0 20,439 25,795 215,968 2,367 264,564

47-0 560 7,058 3,377 241,627 15,111 267,173

560 1206 3 305 3,955 238,852 13,584 259,696

76,139 108,350 1,854,997 84,540 2,124,036

" CANADIAN PACIFIC RAILwAY,

"OFFICE OF THE ENGINEEE-IN-CuiEF,
OTTAWA, 17th April, 1880.

"S'a,-As supplementary to my report of this date, I beg leave to say that in the re-

jneasurement Of contract No. 25, Mr. H. J. Mortimer, a civil engineer of many years experi-
ence, and for several years in charge of surveys in this railway, being at the time out of

empioyment, came with me in a subordinate capacity and wrought in the measurements. As
lhe has had considerable experience in works, I had frequent conversations with him on points

wherein I differed from the egineers in charge of contract No. 25, and he fully agrees with

.ne in all I have done in the measurements and classification.
"I have the honour to be, Sir,

"Your obedient servant,

"LEONARD G. BEIL.
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"I have read the above and I hereby confirm all that Mr. Bell has said in it.
UHENRY J. MORTIMER.

U SANDFORD FLEMING, Esq.''

OTTWA, 18th April, 1880.

"SIa,-As requested by you, I beg to submit the subjoined memorandum of the méthods

employed in the re-measurement of contract 25, Canadian Pacific Railway, and of facts noted
during the progress af the work which do not elsewhere appear.

" At the commeneement of the work, the duty was assigned to me of the measurement of
excavation generally, including side ditches, borrow pits, line cuttings and outfalls. Mr. Bell

supervised the chainage, centres, levels and classification, and Mr. Mortimer, commissariat
and transport. i was accompanied throughout by Mr. C. L. McCammon as rodman, with two
of the most intelligent men of the party as tapemen, the latter being occasionally changed as
the exigencies of the work required.

'. In cross-sectioning line cuttings the zero of the tape was invariably held at the top of the
south slope and the distance of each sight from that point noted, the centre of the track
being always entered in its proper place.

" Where rock occurred, the junction with the earth slope, top of rock slope, bottom of
water table, were taken, and in all cases sections were taken at such distances on the centre
Une as to ensure accuracy of measurement as far as possible.

" When water tables were silted in, holes were dug to the rock, and also the rock at

formation laid bare.
" Ground and rock surfaces were plotted in the office from the original cross-sections. All

borrow pits where practicable, were carefully cross sectioned at short intervals and wherever

stakes could be found the sections were referred to original data. In many of the borrow

pits quantities of boulders were left lying, which were carefully estimated and noted to be

deducted.
" In taping ditches, zero of the tape was always carried at the off-side. The exact width

of the ditch to the nearest tenth was first taken, called, noted and repeated. The tape was
then carried back on each side till clear of any depression due to teaming, walking or other

causes near the edge, and drawn taut. The levelling rod was then set upon the bottom in

one or more places as seemed necessary or possible and the average depth as shown by the

streched tape called, recorded and repeated as before. The sides of the ditches in muskegs

are practically plumb; where sloped in ordinary ground the average of two measurements of

top and bottom was always taken.

" Where the bottom was soft the rod was forced down till considered to have reached the

original bottom as cut, care being always taken by Mr. Bell's directions to measure liberally

and give the contract the benefit of any doubt.

"In a few cases where, owing to the sinking of the bank, the side ditches had been diu-

turbed to such an extent as to render the tape measurement untrustworthy, the fact W"

noted and the original estimatesalalowed. This occurred in two or three places Of smal

extent.
" Where, as frequently occurred, the boulders met with in the excavation of the borroW

ditches were not removed, and which often amounted to a large percentage of the total

excavation, their cubic contents were carefully noted for deduction.
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"In a few cases in which the ditches either from being irregularly cut or subsequently

washed out, could not be satisfactorily taped, the corresponding embankment was croso-

sectioned as a check.
" When silting of ditches was apparent. holes were dug through the foreign soil and the

deopths taken on the original bottom. The total possibility of error from this source, howeverr
was very trifling, the ditches being generally cut clean and plumb, with bottoms firm and even.

rendering aucurate measuremOnts easy.
" In many instances packing upon the aides of the ditches bad been resorted to whiebr

undetActed, would have the effect of increaing the meamurements, and in several cases, no-
tably in a large muck borrow at Upsala, under packing had been extensively carried out by
lifting the turf aud introducing soda of from four to six inches thick, which were then mcstly
lrimmed and faced s0 as to almost defy detection.

"On many of the muskegs, mosa from one to two feet deep occurs, over the peat, in
measuring which we allowed it compressed about two-thirds.

"In order to test the possibility of the ditch depths being affected by the draining of the
adjacent muskeg, we frequently took cross-sections of from 600 to 800 feet across the track
and ditches, at points most favourable for the detection of subsidence from this cause, which
however, never revealed any appreciable difference of level, due to drainage. The only excep-
tion, and that in my opinion a doubtful one, is at the diversion of Mud River, which I believe
follows one of the many natural depressions in this vicinity. The bottom of the ditoh is
generally solid and firm and the aides plumb and solid, both showing distinctly the spade
smarks though subjected for a long time to a pretty rapid current. The discreparcy in the
quantities I look upon as suspicious, in view of the fact that a branch out-fall of almost equal
dimensions through the sa'ne muskeg shows only a moderate excesa.

" Our method in measuring out-falls was to tape and stake the entire length of the ditch
downwards, taking the sectional area at every one hundred feet or oftener on the return.

" A portion of the rock from the line cuttings bas been put in embankment, but by far

the greater part has been wasted either by being thrown * over the sides of the previously
Uihed embankment or carted out right and left at the cutting. At Upsala Lake and a few
Other points the broken rock thrown over the embankrme-nt has been returned as rip-rap. la
addition to the waste of rock, the amount of earth waste upon the line is very large and ilb
"anY cases, I think. unnecessarily and uselessly so.

"I am, dear Sir,
"Yours very respectfully,

SAND"nan FLampo "ALBERT J. HILL.

Engineerin Chi. f,
" Canaiau Paoifio Railway."

* is coimParatively rare to find the material of a rock cutting put into embankment,
though, as mentioned above, in some cases it is utilized. The usual coumse appears to have
been to waste the rock outtinga and form the embankments from aide borrow. The exoessive

quantity of loose rock returned may be accounted for by the custom of allowing a percentage
of looe rock in cuttings and borrowa, where, according to the usual interpretation of the
specifica*ion, none existed, as for instance in the large gravel cutat Upsala, and by the appar-
ent estimate and return of boulders of ail sizes in borrow ditches and pits, which were never
nioved nor utilized for construction purposes.
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"The cuttIng at Upsala consists of a coarse gravel in which there appears to be but few
boulders above the ise of a man's head. la this out 40 per cent. of loose rock has ben
allowed in the original measurementa.

" A. J. H."
" CANADIAN PACIrIr RAILWÂr,

"OPrrIC or TEI EEGINEUR-IN-CxM,
"OTTAwA, May 19, 1880.

"SI,-I beg to submit the fol!owing documents relating to the re-measurement of work
on section No. 25

"1. Copy of instructions to L. G. Bell, (A).

"2. Joint Report of L. G. Bell sud A. J. Hill, (B).

"3. Letter from L. 0. Bell. (C).
"4. Letter from Albert J. liill, (D).

" The re-measurement does not -onfirm the accuracy of the returns previously received of
work executed. According to this examination it appears that the total quantity of excavation
doue on section 25 is 463,868 cubic yards less than that covered by the certificates issued in
the oontractor's favour. This is made up of the following classes of work:-

"Excavation in solid rock ..................................... 23,713 cubie yards.
" " loose rock..................................... 103,342 "

" " earth in line cuti and borrows.......... 305,961 "

" " off-takes ....................................... 30,852 "

Total................................... 463,868 cubic yards.

"In the matter of the earth which embraces a certain proportion of muskeg work, I un.

derstand from Messrs. Bell and Hill that in the quantities now furnisbed they have miade no

deduction for the shrinkage of that material. The discrepancy is therefore very serious and

calla for further investigation.
"I am, etc.,

" SANDFORD FLEN\ING,
" En gineerin-Ch1 ief.

*The Honourable Sir CHARLEs TUPPER, K. C. M. G.,

" Minister of Vailways and Canals."

The difference between the original measurements by Mr. MeLennan

and those by Mr. Bell is serious. If Mr. Bell's quantities are correct the

amaount of the contractors' claim would be largely reduced. Mr. Bell

reports that in the following classes of work his measurement is less than
that previouly allowed by Mr. MeLennan to the extent below stated,

namely:-
Excavation in solid rock............... 23,713 cubic yards.

"t "9 Loose rock.............. 103,342 "
" " Earth in lime, cuts

and corrows... $
"l "6 Off-takes................. 80,852 "

Total................. ......... 463,868 cubic yards.
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And he also suggests a further reduction of 1,722 yards of rip-rap. At
the contract prices these reductions would lessen the cost of the work as
follows:-

Excavation in solid rock........... ..................... $35,569
«c (0 Loose rock......... ..................... 93,007

" Earth in lime, cuts and borrows... 100,967
46 "c Off-takes ..................... 10,798

Total........................ $240,841

Mr. Bell mentions in his report two origins for the discrepancy, one
an error in the basis on which the first measurements were made, and one a
misinterpretation of the clauses in the specifications concerning loose rock
and solid rock. If he means by " misinterpretation " that executed quantities
of one kind of rock were improperly certified under the head of another
kind, that might have given to the contractors too high or too low a price
for the class of material which they had moved, but it would not affect the
total cubic contents of the rock which had been excavated under one or the
other class. Therefore the fact of the discrepancy of 463,868 yards would
stand altogether unexplained.

The other cause to which he alludes is the " erroneous basis," meaning
we presume, for no other reason could account for the discrepancy, that work
had been certified to have been done which had not been executed in any
clas.

We examined witnesses at some length on the subject of this disputed
measurement, n->t because we intended to decide finally upon the claims of
the contractors to have it allowed, but that we might be informed upon the
course which had been adopted by the resident engineer and his assistants
while in charge of the public interests.

Under Bome of the other contracte the works had cost much more thau
was expected, because of the sinking of the abutments at rivers and lakes
on which foundations for the embankments had been placed. In this case
no great disappointment resulted from such a cause. The material which
has led to the excess in the expenditure under this contract is found in
swamps or muskegs. The nature of the contention of those who uphold the
correctness of Mr. MeLennan's measurement, is that the effect of excava-
ting muskeg material and placing it in the embankment, is to change the
configuration of the particular spot from which it is taken, as well as the
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general surface in the neighbourhood of the embankment, so much as to
make it impossible, after the lapse of several months, to ascertain with any-
thing approaching accuracy the shape of the original surface of the ground,
and that without knowing that there are no data from which to judge of the
quantities which had been removed.

It is the practice of engineers, in settingout works for forming the road-
bed of railways, to take levels at the centres and sides of the cuttings and
of the embankments, as well as for the lateral and off-take drains. These
levels, being stated with reference to a given datum, are carefully recorded
and preserved for future reference, and they form data from which, at any
stage of the work or after its completion, the quantities removed can be
calculated with accuracy by the process of running a new set of levels over
the same ground. In ordinary cases this process holds good, and the results
are indisputable.

We have examined witnesses at some length on the subject of this
measurement and re-measurement. Mr. Hugh Ryan, one of the contractors,
Mr. MeLennan before mentioned, Mr. Caddy, who was engineer-in-charge
of the works at a later date, and Mr. Schreiber, the present Chief Engineer,
have given evidence.

Me. Caddy took charge when trains were running as far west as the 113th
mile. He said that the construction of this contract was through a country
" difficult to get into shape;" that there was a good deal of muskeg which
was uneven, and sank and settled a good deal both before and after rails
were laid on it.

Mr. Hugh Ryan gave much evidence in support of his contention that
Mr. McLennan's measurement was correct, and that a subsequent one could
not pDssibly be correct. He evidently expected that we would pass upon
his claim against the Government concerning it, but was informed that we
had no intention of so doing.

Mr McLennan said that in forming the road-bed through the muskeg,
the material taken out of the borrow pits or side ditches, was principally
of a wet nature, and sometimes light. When pla.ed in the embankment,
the embankment got compressed within itself and subsided on the original
surface of the soil, and he mentioned these as main reasons for the inability

of any person going subsequently to make measurements, to determine
where " all the lines were lost by changes of position, in both lines, side
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ditches and embankments." He gave a rough estimate of the proportion

of the whole excavation which wa made in muskeg material, stating it as
nearly one-half.

In the above report of Mr. Bell he took the measurements of the Sst

December, 1878, as those whose accuracy was to be tested by him. Accord-
ing to the certificate of that date the whole earth material then moved
amounted to about 1,939,000 yards, of which quantity Mr. McLennan's
estimate above mentioned would give us the neighbourhood of 900,000
yards, as the quantity of muskeg material which had been moved on this
contract up to that date.

From the opinions of all the engineers who have given evidence on the
matter, this material becomes compressed in the embankment to a propor-
tion varying between 40 and 60 per cent. of the space which it occupied
in its natural position. Assuming 50 per cent. as the proportion for the
present purpose, the embankments made of this material would show a
cubic measurement of 450,000 yards less than the spaces from which
the material was taken would show, if their outlines remained uudisturbed.
The contention of Mr. McLennan and of those who support his measure-
ment is that, in fact, the outlines do not remain undisturbed, but, on the
contrary, that as soon as a portion of the material is removed that which
originally surrounded it moves gradually in the direction of filling up the
space left by the removal, and that though the opening is not alirays en-
tirely closed, it is invariably lessened to a considerable extent. Evidence
has been given which shows that besides this filling-up in the immediate
locality of the excavation, the drainage effected in the neighbourhood of the
railway embankment, and the consequent depression caused by the weight
of the embankment, has the effect of lowering the general surface of the
Surrounding country, sometimes to a distance of hundreds of yards. This
makes the material all through that neighbourhood next the surlace more
compact than it was before, and so lessens the depth of any ditch or other
place from which the material had been removed. It is obvious that even
if the fact were established beyond question that 450,000 yards of material
had been used beyond that which was expected at the time of the original
bill of works, that fact would not of itself touch the difficulty of testing
at any subsequent period the accuracy of the first measurement. It only
bears upon it, because the same character of the material which made it
necessary to increase the quantity excavated so as to áupply permanently
any given cubic contents in the embankment, would make it unlikely that
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the sides or limits of the excavation would remain firm afterwards. In
fact, in the immediate locality of the excavation the movement and com-
pression of the surrounding material becomes certain. How far that com-
pression would affect the cubic measurement of the spaces left after the
excavation, is not shown by the effect which compression has had upon
material placed in the embankment. Therefore, no figures which have
been placed before us enable us to calculate the extent to which the exist-
ing state of the locality would, at any given time after the work was done,
show what had taken place before the first measurement

Mr. Schreiber testified, in effect, that these conflicting measurements,
when first brought to his notice, were startling to him, and he thought
there was something wrong about' those taken by Mr. McLennan; but
directly he saw the ground he entirely changed his opinion. He then had
not the slightest doubt that the ground, as he saw it,was totally different
from its condition when originally measured; that it is quite consistent
with the correctness of the subsequent measurements that the previous
ones should also be correct under the peculiar circumstances of the case.
Those circumstan-es were the nature of the soil and of the country through
which the line ran ; thatwhen a ditch was excavated and the material placed

in the middle of the bank, within a short period afterwards the sides of the

ditches would close towa'rds one another and the bottom would rise up,

and so prevent the original depth being visible. In one particular case,
within a week he measured a ditch in this muskeg. The day the man dug
it, it was exactly 8 feet wide; one week afterwards it was 7 feet 3 inches
wide. The depth of it had also changed.

We have ourselves, in passing over a portion of the railway formed of

and upon material similar to this, observed the effect produced upon the
muskeg by drainage and by the weight of the roadway. The side ditches
were evidently changed in form, their bottoms and sides rounded and
distorted from the lines by which they were originally cut, and in that'way
much reduced in size.

The construction under this contract affords the most striking example
of the loss occasioned by the presence of muskeg, and the omission of
providing for its removal at a price separate from that of earth excavation.

We have hereinbefore (page 79) reported our views upon the omission of
the Engineering Department, to make itself ayare of the existence of this

material in a country where it was so frequent as to become a prominent
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feature in the construction of the whole road-bed, and upon the second
omission which was a consequence of the first-namely, not inviting the
tenderers to state separately the prices at which they would excavate this
and ordinary earth.

Mr. Rowan, in his evidence concerning another section on which mus-
keg is prevalent, gave that fact as one of the main reasons why the cost of
railway there had largely exceeded the original estimates, and Mr. Fleming,
speaking of this section 25, and explaining that it took from two to two and
a half yards of this material to form one yard of solid material in the em-
bankmentt, testified that in this case the whole discrepancy between the
original estimates and the quantities returned and paid for, arose in that
way.

Mr. Hill's memorandum, attached to Mr. Bell's report above mentioned,
alludes to instances in which packing upon the sides of excavations had
been resorted to. Inasmuch as this would not necessarily be noticed by the
engineers upon the spot, we did not understand that it reflected in any
way upon the conduct of the Government officials, and having been led to
understand that the case mentioned (in a borrow pit at Upsala) was not
one of much amount, and was, in fact, concerning work done by the sub-
contractor and certified to by the Government engineer, we did not think
it necessary to take further testimony concerning it, particularly as we had
no intention ot deciding finally upon the amount of the contractor's claim
concerning his work.

After considering the reports by Mr. Bell and his assistants, and the
evidence given before us by different witnesses, under oath, we were not
inclined to impugn the accuracy or integrity of Mr. McLennan's conduct
concerning the first measurement, mainly because in such a case as this is
shown to be, there is, in our opinion, at a date several months after the
first measurements, no tangible means of arriving at a correct measure-
ment of the quantities originally removed.

At the date of our commission the contractors were still progressing
with their iork, and the dispute between them and the Government con-
cerning this matter had not been settled, in fact they had not been informed
.of the result of the re-measurement by Mr. Bell.

Since taking the evidence above alluded to, a document has reached us
from Mr. Bell, in which he goes into the particulars of the re-measurement
ly him, and bis conclusions upon it, and his reasons for believing that his
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is the correct measurement, very much more fully than he states them in
his formal report to the Government above mentioned. He was in Ottawa
during a portion of the time covered by our sittings, and after we were
aware that his evidence would be desirable concerning this measurement.
Owing, however, to the absence for some weeks of Mr. Miall, one of the
Commissioners, immediately after the death of his father, and we being of
opinion that in the absence of any one of us the others could not properly
administer an oath to a witness, we deferred calling Mr. Bell. Before Mr.
Miall's return, Mr. Bell left Canada on professional service in a distant
territory of the United States, where he has since resided. He was led to
understand, from conversations with some of us before he left, as well as
by letters afterwards, that we desired to be fully informed 'concerning the
matters within his knowledge, and he has transmitted the writing above
referred to, no doubt in furtherance ot what he believed to be our wishes.
Inasmuch, however, as it is not accompanied by any formal affidavit corrob-
orating its contents, and has been framed without meeting questions
which have occurred to us as being proper to be answered, in order to
explain fully what is within his knowledge, we have not felt at liberty to
base upon his statement any finding of facts; and inasmuch as we do not
propose to offer any opinion upon the amount due to the contractors con-
cerning the work in this, or in any case, we have not thought it necessary
to ask Mr. Bell to come to Ottawa to give evidence. We think it proper,
nevertheless, to print his last communication in full amongst the exhibits,
and it appears in the appendix.

Up to the 80th June, 1880, the following sums had been paid on this
contract :-

30th June, 1877........................... $ 335,800
"t 1878..... ............ ......... 687,600

1879 .......................... 241,300
1880......................................... 81,400

Total.............................. ..... $1,346,100

CONTRACT No. 26.

Engine House.

By this contract, dated 17th July, 1876, James Isbester covenanted to
furnish a ten-stall engine house at Fort William according to the specifi.ca,
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tions relerred to in the contract, the same to be completed by the lst of
August, 1877, for the price of $30,989.

The work was let by public competition. Advertisements issued by
the Department gave notice that tenders would be received up to the 22nd
May, 1876, and that specifications and other information could be had on
application. On the day named for the final receipt the tenders were opened
in the presence of the Chief Engineer and two of his assistants, Mr. Marcus
Smith and Mr. Rowan. They showed five offers, varying between $30,989
and 38,900. The lowest was made by Mr. James Isbester, and this contract

is based upon it.

Mr. Fleming, in reporting upon the tenders, stated that Mr. Isbester
had already erected an engine house on precisely the same plan for the
Intercolonial Railway, and he recommended placing this contract in his

hands.

The contract has been duly fulfilled, and the property accepted and
used by the Government. There were some extras paid upon it, the whole
.disbursement being as follows:-

To 30th June, 1877..................................... $16,600
1878,...................................... 18,831

Total............................................. $35,481

CONTRACT No. 27.

Transportation of Rails.

There was no formal document containing the agreement in this case.
The substance of it is set out in a letter from the Department dated May
16th, 1876.

This comtract was the result of public competition. An advertisement,
dated 19th Apiiî, 1876, invited proposals for the transport of 5,000 tons of
steel rails and fastenings from Montreal, Lachine or Kingston, as the
Government might require, to Fort William, Lake Superior, and a further
quantity, not exceeding 5,000 tons, to Duluth. Noon on the 10th May
was named as the last time for receiving tenders. On the 11th May,
1876, ten tenders, all that had been received. were opened in the presence
of the Deputy Minister and the Secretary of the Department. The lowest
was that made by G. E. Jaques & Co., on behalf of the Merchants' Lake
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and River Steamship Company, at the price named in the letter before
rnentioned. The lowest offer above mentioned was accepted by the follow-
ing letter:-

" OT'rAWA, 16th May, 1876.

"GENTLEMEN,-Referring to your tender of the 8th inst., on behalf of the Merchante' Lake
and River Steamship Une, for the transport, during the season of navigation of 1876, of about
(10,000) ten thousand tons (of the weight of 2,240 pounds per ton) of steel rails and acces-
Sories from Montreal, Lachine and Kingston to Fort William and Duluth. Lake Superior, I aM
directed to inform you that it is accepted, the rates to be paid being as follows, viz.:-

Per ton.
From Montreal Harbour wharves to Duluth or Fort William, at the op-

tion of the Government...................................................... $4 50
From Lachine to Duluth or Fort William ....................... 4 50
From Kingston to Fort William.................................................... 2 75
From Kingston to Duluth.................................... 3 25

these rates to cover all costs of handling, piling, insurance, wharfage dues and other charges
if any, at all points.

" In the event of the Government requiring to have more than 10,000 tons of rails carried
to Duluth and Fort William, it is understood that you will be prepared to transport to those
ports, at the above mentioned rates, any quantity of such rails up to 20,000 tons, at the*
option of the Government.

" You will please acknowledge the receipt of this letter and state whether you accept all
its conditions.

"F. BRAUN.
< Secretary.

41 To Messrs. G. E. JAQUEs & Co.,
"General Agents of the Merchants' Lake and River Steamship Une.

" Montreal."

Messrs. G. E. Jaques & Co., on behalf of the contractors, accepted the
terme above mentioned.

The contract was duly fulfilled, and the following amount paid on
it :_-

To 30th June, 1877....................... $89,060

CONTRACT No. 28.

Transportation of Rails.

There was no formal contract in this case. The agreement was -con-
tained in correspondence, and was without competition.

As described in Our report upon contract No. 18, an offer, made by Mr.
N. W. Kittson, as Manager of the Red River Transportation Company, and
dated 21st April, 1875, was accepted for the transportation of material con-
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nected with the Railway from Duluth to Winnipeg and to other points, as
mentioned in that report, at the rate of $15, American currency, per ton of
2,000 pounds. In that offer he named certain conditions as controlling the

liability to deliver at the point of crossing of the Railway, north of Stone

Fort. During that year, about half of the quantity had been carried under

that agreement.

The Chief Engineer, on the 13th May, 1876, reported to the Secretary

of the Department, that 5,118 tons had been landed at Duluth the previous

year, of which 2,558 had been delivered on the banks of the Red River,

about eight miles from Winnipeg, and that the remainder, 2,560 tons,
should be moved that spring of 1876 ; and he also suggested that arrange-
ments should be made at once to take forward to Selkirk a locomotive and
some flat cars, remarking that that could only be done while the water in

Red River was high, and that as the river was in that condition for only a

few weeks no time should be lost. The manager of the Red River Trans-

portation Company, had, in a letter, anticipated this recommendation by
offering, upon the 19th April, 1876, to the Minister, to transport railway
material at rates for each article named in his letter. These rates were
given for rails, chairs, joints and spikes at seventy-five cents per 100 pounds
in American currency. Rates were also named for locomotives, passenger
and baggage cars and box and flat cars, and he added conditions concerning
thedepth of water on the rapids and shoals of Red River, This offer was
accepted by a letter from the Secretary of the Department naming the rates
for transportation as applied to each of the articles mentioned in Mr.
Kittson's letter, except rails. That item was omitted.

Although the terms of Mr. Kittson's offer of 1876 differed from that
which was accepted in 1875, in respect to the depth of water in Red River,
which would control his liability to perform the transportation, the work
which was really done after his offer of May, 1876, has been always treated
as if it had been performed under the contract of 1875 ; the price per ton
of rails being the same in both instances, and nothing but rails and their
accessories having been carried under their contract.

In Mr. Fleming's special report of 1877, he states that no work was
performed under this contract No. 28 up to that date. The transaction,
therefore, as carried out, has been treated by us under the head of contract
No. 18.
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CONTRAcT No. 29.

Railway Spikes.

There is no formal contract in this case; the agreement being contained
in a tender, and in the acceptance of it, as hereinafter mentioned.

An advertisement, dated 7th July, 1876, asked for sealed tenders up to
noon of the 24th of that month for the supply of from 100 to 300 tons of
railway spikes, specifications and other information being offered to appli-
cants.

On the 25th July, the tenders which had been received in due time,
were opened in presence of the Deputy Minister and the Secretary of the
Department. They were five in number, ranging from $57 per ton upwards.
The lowest was made by Messrs. Cooper, Fairman & Co. Their offer at
$57 per :ton of 2,240 lbs. was formally accepted on the 28th July, 1876,
without giving them any undue advantage.

The agreement has been fulfilled, and the following amount paid on
account of it :-

30th June, 1877..... ...................... $8,582.90.

CONiTRAcT No. 30.

Bolts and Nuts.

There was no formal contract in this case, the agreement being contained
in correspondence as hereinafter mentioned.

At the competition for rails and accessories, in the fall of 18¶4, the
Mersey Steel & Iron Co. had tendered for 10,000 tons of rails and for boÏil.
and nuts to be delivered at Montreal, naming $101 as the price per ton for
bolts and nuts. This tender was signed by Messrs. Cooper, Fairnian & Co.
as agents for the said tenderers. Messrs. Cooper, Fairman & Co. had, at the
same time, tendered in their own name for 10,000 tons of rails, and for
bolts and nuts to be delivered at Duluth or Thunder Bay, and naming $107
as the price per ton for such bolts and nuts.

The Department treated these two offers as made on behalf of the
Mersey Co., and notified Messrs, Cooper, Fairman & Co. of their acceptance,
sending, at the same time, contracts to be executed by the Mersey Co. for
20,000 tons of rails and proportionate quantity of bolts and nuts. This

contract the Mersey Co. declined to execute except for rails alone, and those
to be delivered at Montreal. It was closed on that basis. The Department
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was notifiod, as shown in our report on contract No. 8, of the refusal of ther
Mersey Co. to carry out any offer made by Messrs. Cooper, Fairman & Co.,
except that for rails alone and their delivery at Montreal.

Mr. Fairman testified that he had not been authorized by the Mersey
Co. to include in their tender an offer for bolts and nuts.

The notice to the Department that the Mersey Co. declined to carry out
the offer for bolts and nuts, was conveyed in the following letter:-

' MONTREAL, 2nd March, 1875.
"DEAR .Si,-In the contract for steel rails, &c., with the Mersey Steel and Iron Company,

they make strong objections against having boita and nuts included in their contract, and.
they were accordingly left out. The price was to have been ($101) one hundred and one
dollars per gross ton, delivered in bond at Montreal.

l We, as agents for Messrs Robb & Co., of the Toronto Boit and Nut Works, beg te
supply the Laird boits and nuts as per sample boit, to be furnished by the Inspector, Mr. C.
P. Sandberg, of London, the price to be ($101) one hundred and one dollars per gross ton,
duty paid, delivered in Montreal or Toronto.

'. We are, dear Sir,
"Yours, &c.,

"COOPER, FAIRMAN & Co.,
"Agents for RoBn & Co.

" The Minister of Public Works,
"Ottawa."

The original offer in November, 1874, was treated as made for the
Mersey Co., the principals of Messrs. Cooper, Fairman & Co. On those
principals declix ing it, this new offer was made plainly on behalf of other
persons, and there is no reason, apparent from the evidence, why the con-
tract should be given to the parties named by Messrs. Cooper, Fairman &
Co., without learning whether others would supply the articles at a lower
price. Other proposals for bolts and nuts at prices less than $101 had
been made to the Department before this letter. Some were in connection
with tenders for rails, some not.

Messrs. Darling & Co., had, on the 16th November, 1874, opened a
correspondence with the Department, concerning bolts and nuts, irrespec-
tive of rails, which is set out below :-

"30, ST. SULPIcE STREET,
" MONTREAL, 16th November, 1874.

" Sm.-In reference to the tenders for rails and fastenings asked for in your circular of
the 3rd ult., we regret to say, as regards rails, a reply has not reached us, although we have
reason to suppose bas been despatched, and we look for ç communication by telegraph on the
subject from hour to heur.
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" As to fish-bolts and nuts, we are prepared to supply them, delivered on the wharf bere,

at £19 sterling per ton of 2,240 pounds, no charge for packages, with the understanding that

We pay no duty upon the goods, and that the Government assume all the risk that cannot be

covered by the ordinary policy of insurance. Payment to be made in accordance w'th terms

1lentioned in your circular.
" Immediately on receipt of reply regarding rails, we shall take the liberty of communi-

Cating with you on the subject.
"We are yours faithfully,

"WM- DARLING & CO.
<* F. BRAUJN, Esq.,

"Secretary Public Works Department, Ottawa."

"In explanation of the risk above referred to, of which we desire to be beld free, we may

Say, that under the ordinary policy of insurance, damage by sea-water, where the ship is not

burnt nor stranded, is at the awner's risk. Such risk may be insured against by a policy cover-

ing 'all risks,' that is not usual, and would involve an additional expense of about 2 per cent.

If it be desired to have the gooda insured 'all risks,' we would undertake to do so, charging

the difference in the premium, as compared with the premium, free of particular average.

This would make the price about £19 79. 6d. per ton. "

"MONTREAL TELEGRAPH COMPANY,
"OTTAWA, 18th November, 1874.

c By Telegraph from Montreal, to T. Trudeau, Deputy Minister Public Works.

" Will supply one hundred tons; if more wanted please inform us; we are not restrlcted

to quantity.
"WM. DARLING & CO."

"MONTREAL, 18th November, 1874.

" DEAR SIRy-In reply to your telegram of yesterday, we telegraphed this morning: ' Will

supply one hundred tons ; if more wanted please inform us; we are not restricted to quantity.'

Should a large quantity be required, we will be pleased to have an opportunity to ask our

corrospondents how much they can undertake to furnish during the season of 1875.
"We are, yours very respectfuly,

"WM. DARLING & Co.
44 T. TRUDEAU, Esq.,

4iDeputy Minister Public Works, Ottawa."

" OrrAwa, 2nd December, 1874.

" GENTLEMN,-Referring to yeur letter and telegraphie message, both dated the 18th

ultimo, offering to furnish 100 tons of railway bolts and nuts, I beg to inform you that the

parties who have contracted to supply the steel rails will also furnish the bolts and nut.

required for the quantity of rails cpntracted for.
"I have, &c.,

"F. BRAUN,
"Secreary.

' Wu. DARLING & Co., Montreal.
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Messrs. S. Waddell & Co., on the 12th December, 1874, addressed the
Department with a view of quoting. prices for bolts and nuts, irrespective
of rails. Their letter and reply are set out below:-

" 27, St. JoHx STREET,
"MONTREAL, 12th December, 1874.

" DEAR SiA,-We learn you are making enquiries about fish-plates, bolts and nuts, and would

be glad if you will kindly allow us an opportunity to quote for same for delivery in 1875,

either in Montreal or Toronto, or both points.

"Will you be kind enough to return sample of Cammell's rails sent you by us.
"Yours truly,

"S. WADDELL & Co.,
"Ber A. S. HALDEN.

44F. BRAux, Esq.,

"Secretary Department of Public Works,
" Ottawa."

" OTTAWA, 21st December, 1874.
" GENTLEME,-With reference to your letter of the 12th inst., offering to supply fish

plates, bolts and nuts, I am to state that the quantity required has already been contracted

for by the Government.
" The sample of " Camnell's Rail," transmitted by you has been returned by express.

" have &c.,
" F. BRAUN,

té Messrs. 8. WADDELL & Co., Secretary.
" Montreal."

In the November competition the fol!owing offers had been made for
bo!ts and nuts in connection with tenders for rails:-

Guest & Co................. ................................. $93 29
Rice, Lewis & Son......................................... 99 00
T. F. Allis ........ ....................... 94 50
James Watson & Co............ . ............ 92 47
A. G. Godeffroy............................................. 82 37
Wm. Darling & Co............................... 92 47

The Deputy Minister testified that after the notice that the Mersey Co,
had excluded the bolts and nuts from their contract, no effort was made by
the Departmnent to ascertain if these artic!es could be obtained at prices
lover than proposed by Messrs. Cooper, Fairman & Co. The offer of that
firm vas accepted by the following telegram:

" OTTwA, 5th March, 1875.
" Telegram to Cooper, Fairman & Co.,' Montreal.

" Your teider on behalf of Robb & Co., Toronto, for supply of bolts and nuts at $101
(one hundred and one dollars) peýr ton is accepted.

"F. BRAUN,
"Secretary."
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On the covèr âttached to thé offer of Messis. Cooper, Fairmain & Co.,
aie these w*ors:-

"Recommended, '. F.," and " Approvea March 5th, 1875, T. T."

The latter initials being those of the Deputy Minister, and the former those
of the Chief Engiíeer.

Mr. Fleming stated, in evidence, that he knew nothing of the transac-
tion; that he had written the word "reconimended" above mentioned ;
that it was likely he did not give it much attention; that this paper was
disposed of amongst hundreds of others referred to him in that manner in
the usual routine. He added, however, that he probably looked into it at
the time and thought it a proper thing to do, though from the appearance
of the paper he would say that his attention was not specially called to the
fact that there was any intention of entering into a contract.

Mr. Reynolds, who lives in London, England, and is acquainted with
thé fluctuations of the t'aarket of iron materials connected with railways,
testified 'fat the tendency of that market was aownwards i the fall of
i1M4 and beginning of 1875, falling away gradüally and steadily Ishat thbe
fluctuations would apply to bolts and nuts as well aà bo ils, so tlËàt ih

March, 1875, the market for them would be weaker, about £2 sterling less

than in November previous.

Mr. Fairman, speaking of the tendency of the market from November,
1874, forwards, testified that he thought the market dropped after three
months or so.

The evidence, therefore, shows that in November, 1874, several offers

for the supply of bolts and nuts were made lower than $101, and that per-
sons acquainted with the market believed that from that time forward
pÝIces did not rise, but if there were material fluctuations they were dowu-
wards. Inasmuch as no competition was, invited we have no positive
knowledge of the price at which the Department could have procured the
articles covered by this contract at the time it was made.

Il pon the whole the evidence shows that the offer was Yeceived by the
Department and passed through the hands of Mr. Fleming to the Deputy
-inister, who decided to acceet it, without either of these officia. conshi-

'ring it necessary to investigate the merits of the offer, or to learu whether
the articles could be procured at a lower rate.
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We think that there was at the time strong reason for believing that
the bolts and nuts contracted for in this case could have been obtained at a
cost less than that which was promised, without competition, to Messrs.

Cooper, Fairman & Co.

The contract has been fulfilled, and the sum of $16,160 paid upon it
before the 30th June, 1876.

CONTRACT No. 31.

Bolts and Nus.

There is no formal contract in this case; the agreement is contained in
the correspondence hereinafter set out, and was arrived at without compe-
tition.

On the 21st January, 1875, the Department of Public Works, by a
formal letter from the Secretary, accepted the offer of Messrs. Cooper, Fair-
man & Co. for 5,000 tons of rails to be delivered at Liverpool, and which
were intended by the Government to be shipped thence to Vancouver
Island. No arrangement had been made concerning the supply of bolts
and nuts for these rails, up to 2nd March, 1875, when the following pro-
posal was made -

"MONTREAL, 2ud Marcb, 1875.
"DEAR Sim,-We beg to quote for bolte and nuts for the 5,000 tons rails for Vancouver

Island, to be supplied by us to Sandberg's section, at (£19 10s.) nineteen pounds ten shillings

per gross ton, f. o. b., Liverpool, the said bolts to stand Sandberg's test, and to be paid for by
the Financial Agents of the Canalian Goverument in London, upon presentation of invoice
bills of lading and inspection certificate ; deliveries to be made in March, April and May of

this year.
"We are, dear Sir,

"Yours truly,
"THE PATENT BOLT AND NUT CO.,

" Per FIRamÂi & Co.,

" Agents.
*F. Baàm, Esq,

"Soere&try Department of Publie Works,

"lOttawa."

This passed through the same process as the offer of the same date,

made by the same firm, on which contract No. 30 was based. It was referred
on 4th March to the Chief Engineer, who endorsed it " Recommended, S.
Fleming, 4th March," after which the \ Deputy Minister endorsed it
* Approved, 5th March, 1875, T. T.," and it was accepted accordingly by
the following telegram
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"OTTAWa, 5th Marcb, 1875.

"Telegran to Cooper, Fairman & Co., Montreal.

"Your tender for bolts and nuts for rails to Vancouver Island at £19 10s. sterling,
<nineteen pounds ten shillings) per ton, is accepted.

"F. BRAUN,

"Secretary.''

This was equal to $94.90 at Liverpool, or $99.76 at Montreal.
.Neither Mr. Fleming nor Mr. Trudeau gives any reason for the transac-
tion or explains why no competition was invited. In the case ofcontract No.
80, Messrs. Cooper, Fairman & Co , in making their offer, called attention to the
fact that $101 had been promised to the Mersey Co. This had been done in
connection with a tender sent in for that company by Messrs. Cooper, Fair-
man & Co. as their agents; and that circumstance may have been relied
upon as sufficient to induce the Department to waive the test of competi-
tion, though the refusal of the Mersey Co. to conclude any bargain except
concerning their own manufactures, namely, rails, had freed the Department
from any liability to these Montreal agents. In this case there was no
such circumstance, nor any other which could be a reason for entertaining
the offel otherwise than on its own merits.

As pointed out in our report in contract No. 30, there was on the

5th March, 1875, the date of accepting this offer, recorded in the Depart.
ment the following facts: Messrs Darling & Co. had offered, in November,
1874, irrespective of rails, to deliver bolts and nuts at Montreal at £19
stg.=$92 .84 per ton. Messrs. S. Waddell & Co. had endeavoured to make
offers irrespective of rails, and were informed on 21st December, 1874:
- That the quantity required had already been contracted for."

Offers had been made in the tenders for rails to deliver bolts and nuts

at Montreal, as follows:-

G uest & Co.................................... ............. $93 29
Rice, Lewis & Sons........ .................... 99 00
T. V . Allis.................. .................................. 94 50
Jas. W atson & Co......................................... 9t 47
A. G. Goodefroy ........................... 82 87
Wm. Darling & Son ........... .................. 92 47

The price of transportation from England to Montreal was shown to be
1 stg. or $4.86 per ton, thus leaving the price at Liverpool $4.86 lower

than the respective prices above named for delivery at Montreal.
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There had been, in fact, no rise in the market between November, 1814,
and the acceptance of this offer. The price at which bolts and nuts were
to be had does not seem to have been considered. The evidence leads us
to find that at the time of accepting this offer, facts were recorded in the
Department which showed good reasons for believing that the articles
covered by this contract could then have been procured at a lower price

than was here promised. As there is, however, no such positive means of

information as would be afforded had there been a competition, we cau

only look to the evidence of the general state of the market in March,
1876, as compared with that in November, 1874.

T'he testimony of Mr. Reynolds and Mr. Fairman, referred to in oûr
report on contract No. 30, leads us to believe that at the time of acceptig
the offer in this case, the articles referred to could have been purchased Kt
Liverpool at a price less than that paid without competition under this
contract.

The contract was fulfilled.

The amount paid on it to the 80th June, 1875, $6.800.69.

CONTRACT No. 32.

Railway Spikes.

By this contract, dated 12th May, 1877, James Cooper and Frederi-k
tàirman, under the name of Cooper, Fairman & Co., bound themselves to

supply 250 tons of railway spikes, in accordance with specifications attached

to the said contract, at the rate of $54.95 per ton of 2,240 lbs.

On the 31st January, 1877, the Chief Engineer, in a communication to

the Secretary of the Public Works Department, reported that there would
be required, on the opening of navigation, at Fort William 75 tons of
spikes, and at Selkirk, 175 tons.

On the 19th February, 1877, the Department issued an advertisement
asking for tenders for the supply of from 100 to 300 tons of railway spikes
up to noon of the 18th March following, and stating that specifications and
other information could be had on application. On the 15th March, seven
tenders, which had been received in due time, were opened in presence of
the Secretary and Mt. Smellie. A schedule was made at the time of open-
ifh and it shows that the prices in the offers sent in varied from $54.)5 up
to $75 per ton. The lowest was made by Messrs. Cooper, Fairman & Co.,
and is the basis of this contract.
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The ácceptance of the tender of this firm was notified to them by the
Secretáry of the )epartient on the 26th March, 1877. A correspondence

between Messra. [Cooper, Fairinah & Co. and the Department ensued con-

oerning the packages in which the spikes were to be forwarded, they

desiring to vary the terms of the specifications by using kegs which would
contain two hundred weight, instead of those mentioned in the specification,
which were to contain no more than one hundred weight.

We do not consider it necessary to set out this correspondence. It re-

sulted in the spikes being forwarded in the packages as originally described

with the exception of a small proportion which were packed in kegs of the

larger size, under the approval of Mr. Smellie, who inspected them an
behalf of the Engineering Department.

The contract, made without giving any undue advantage to the con-

tractors, was fulfilled, and the following sums were paid on it:-
To 80thJune, 1877................................... $18,645 50

1878 .................................. 90 00

Total ..... ....... ....... $18,787 50

CONTRACT No. 82à.

Engineer's House.

By this contract, dated the 10th January, 1877, Edward V. Lemay and

William Blair agreed to erect and finish, according to specifications, one

round-house and platform, at each of the following places
Buda,
Nordland,
Linkoping,
Port Savanne,
Upsala,
Carlstadt,
Bridge River and

aeglish River,

lat the respective tinies mentioned in the said agreement, receiving the
rces mentioned therein, and which varied according as the building should

be of logs or of balloon frames, and also varying in price at the differerit
places.

This contract, for the building of eight houses, was entered into by
Mr. Hazlewood, Resident Engineer, at Prince Arthur's Landing, acting
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on behalf of the Government. It was not altogether fulfilled, having been
withdrawn on the recommendation of Mr. Marcus Smith, after four houses
had been built, and after some materials had been collected for others.

In addition to the letter of the 13th May, 1875, from the Chief Engi-
neer to Mr. Hazlewood, of which an extract is given in our report upon
contract No. 24, he wrote the following on 6th May, 1875:-

"GANDIAN PACIIc RAILWIT,

"04 IcE OP TEE ENGINEER-IN-OHIEr,

" OTTAWA, May Oth, 1875.
" My DEAR SIR,-With regard to the erection of engineers' houses, on the line of the

Pacific Railway, the Department authorizes the erection of the structures required under a
ontract which the Engineer in charge will make, taking care to bave the agreement on the

mont favourable terms possible to the Government, and to forward a copy of the contract ln
-each case to the head office.

Yours truly,
"SANDFORD FLEMING.

"SAMUEL HAZLEWOOD, Esq.,

" Ottawa."

On the 15th November, 1876, Mr. Marcus Smith, acting Engineer-in-
Chief, wrote the following letter to Mr. Hazlewood:-

" OTTAWA, 15th November, 1875.
" DEAR SIR,-Your statement of the 18th October, in regard to payments made by Mr.

Jethune for trifling works that would be chargeable under the head of 'construction,' has
been laid before the Departme>nt, and I enclose herewith a copy of the reply from the Secre-
tary (F. Braun, Esq.)

"You will understand that the Minister has strong objections to any work being done,
except by contract, for which tenders have been invited by advertisements in the newspapers.
And I would suggest, for your consideration, whether there is enough slashing now to be done
to make it advisable to call for tenders. For other trifling jobs, you will, of course, use the
tbe discretionary power given you by the Secretary's letter above referred te.

"Yours truly,
"MARCUS SMITH.

'S, HAZLEWOOD, Esq,
"Prince Arthur's Landing."

On the 28th November, 1816, Mr. Hazlewood issued advertisements at
Prince Arthur's Landing, asking for tenders up to noon of the 8th January,
1877, for the erection of eight engineers' houses, including wood-sheds, plat-
forms, &c., along the line of railway at the following points

Buda, 39J miles west of town plot.
Nordland, 50j do
Linkoping, 60 do
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Port Savanne, 71 miles west of town plot.
Upsala, 804 do
Carlstadt, 89, do
Bridge River, 984 do
English River, 112 do

And stating that plans and other information could be obtained at his office.

On December 18th, 1876, Mr. A. Bethune, who was paymaster at Prince
Arthur's Landing, forwarded a copy of this advertisement to the Secretary
of the Department, and asked to be instructed as to whether the houses
were to be paid for throagh him. This was brought to the notice of the
acting Engineer-in-Chief, who wrote the following to Mr. Hazlewood
letter:-

" OTTAWÂ, 28th December, 1876.
" DEAR Si,-I have received by mail a printed hand-bill calling for tenders on Monday,

January 8th, 1877, for the erection of eight engineers' bouses, wood-sheds, platforms, &c., on
the lino of the Canadian Pacifie Railway, between Fort William and English River, purporting
to be issued by your authority as District Engineer, and dated November 28th, 1876.

"I am not infornied by what authority you have called for these tenders, and the Del uty
Minister of Public Works requets ume to cail your attention to the letter of the Secretary,
dated November 14th, 1876. A copy of which was enclosed for you in my lettei dated No.
vember 15th, 1876. The Secretary therein distinctly states that :- It is desirable that
works of construction in connection with the railway be approved by the Depn-itirent
-before expenditure is incurred.'

"l In compliance with these instructions, I bave to request that you will forward by mail
to this office all the tenders you may receive on or before the 8th January, 1877, for the con-
struction of the works mentioned in the hand-bill, together with copies of the plans, sections,
specifications, &c., relating to the same, to be submitted to the Department before any con-
tracts are made.

" Yours truly,
"MARCUS SMIT 1H.

"ÂActiny Engyineer in-Chief.
-"SAM. HAZLEWOOD, Esq.,

" Prince Arthur's District."

The letter of Mr. Bethune, above alluded to, was referred to Mr. Flem-
ing, the Chief Engineer, who reported it as follows:-

"CANADIAN PACIFIC RA.IwAY,
i OFFICE or THE ENGINEBR-IN-CnHIEF,

4OTTAWA, February loth, 1877.

"SIR,-In reply te your letter dated the 5th inst., enclosing a communication from Mr.
Angus Bethune of date 18th, December, relative te construction of bouses for engineers along
the lino (f the Canadian Pacifie Railway.
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"I beg to say that the District Eugineer, Mr. Hazlewoôd, has been directed not to enter
into any engagements of that kind without first regularly getting the approval of the Depart-
ment, and that the tenders to be received by Mr. Hazlewood on the 8th January, are
directed to be forwarded by mail to this office in the firat place, when, if considered advisable,
they will be brought before the Department.

"I am, etc., etc.,

"SANDFORD FLEMING.

" F. BRAuI, Esq.,
" Secretary Public Works."

In the meantime Mr. Hazlewood had received the tenders at Prince
Arthur's Landing on the day named in the advertisement, and had assumed
the responsibility of entering into the contract above-mentioned, which was
based upon the lowest of these tenders.

There were nine offers in which the aggregate of the prices for the
eight houses varied from $23,409 to $29,920. In the following June Mí.
Marcus Smith went over the line on which these houses were being erected
and he wrote the following letter to Mr. Smellie, of the Engineering Depart-
ment at Ottawa

"PRISNo ARTHUR'S LANDING, June Ilth, 1877.

"3Mx DEAR SIî,--Herewith I enclose a certificate in duplicate of Mr. [-azlewood, the
engineer in charge of this district for $7106.75 for work done in the erection of four enRineex'a
houses on the line of the Canadian Pacifie Railway, under the contrict with Messrs. Lemay &
Blair, dated the 10th day of January, 1877, of which you will find a copy in My desk in the
pigeon hole, headed ' Prince Arthur District,' or it may be amongst Mr Flëming's riapers.
Also, a bill of extras for piling, foundation and other work not comprised in the contract,
aXnounting to $616.50. Mr. Hazlewood let this contract on the authority of a letter frorm Mr.
Fleming, dated May 6th, 1875, a copy of which I herewith enclose with a list of the tenders lie
received in response to an advertisement by hand bills or posters, a copy ni which you will
also find in mv desk. Mr. Hazlewood states that the bouses and shanties hai previously
been erected on the sanie authority, but on the I5th November, 1876, I wrote to Mr. Hazle-
wco1 encl1osing hin a copy of the letter of the Secretary, Mr. Braun, to Mr. Be' Ilune, dated
Nov. 14, 1876, a copy of which is herewith enclosed. In December, I receiveàd a copy of the
bani bi-ls calling tôt' tenders, and immediitely on the 28th wrote to Mr. Hazlewood again
calling attention to the Secretary's letter of the 14th of November, and requested him 1o send
down to the pepari ment of Public Works all the tenders he might receive with a copy of the
plans and spec!fications for the erection of these houses. IHe states that these le4 ters having
been written after the close of navigation on the lakes, be did not receive anv of them till after
he had awarded the contract which he did to the firm who sent in the lowest tenider and that
they have seo far done their work satisfactorily. The bouses embraced in the contract are at
the following stations:-
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"'Buda,' 391, miles from Fort William; ' Nordland,' 504 ruilea from Fort William; 'Lin-

koping,' 6) miles from Fort William ; 'Port Savanne,' 70 mils from Fprt William; 'Upsala,'
80, miles from Fort William; ' Carlstadt,' 891 miles from Fort William; 'Bridge River,' 98,
miles from Fort William 'English River,' 112 miles from Fort William.

"It is for work done on the houses at the four first stations that the enclosed certificate
is given and they are so far advanced that I think it best the contractors should complete
them without delay. But the erection of the last four bouses west of Fort Savanne is not
commenced, though there is a large quantity of material delivered on the ground including a
variety of manufactured articles, such as doors, sashes, locks, hinges, nails, &c. These are
principally delivered at Carlstadt.

" That which was delivered at Upsala ha. been burned by bush fires, and the house that
was completed at Buda bas been destroyed by the same course. I am more than doubtful if
it would be good policy or economy to erect these houses so long before the line will be
opened for public traffio. It was thought that by erecting these at once, it would save the

expense of building huts for the accommodation of the engineering staff durinxg construction.
But we see that they are liable to be destroyed by fire, that they will only be occupied for a
year or so during the construction of the line, and will be vacated as the engineer nnve on
with tb wçrk, thein comes the expense of some oue to take care of them and it wo-ul i
probably be found, even after the line was opened for trMffic that some of these bou-,s would
not be required for years as station bouses, for in the rough country between S aen and
Rat Portage there l very little land fit for settlement.

"1 think it would be better to confine the erection of bouses duriig the construction of
the railway to a few central points convenient for transportation of supplies, &c., such as
Savanne, English River, Rat Portage, &c, and construct hute for the engineers where required,
these should not cost more than $500 to $700 at each station, and will be of some use as stables
or storehouses after the lino is completed. I think this cost would be less than that of main-
taining and watching houses after being vacated by the engineers and altering them to be
suitable as station bouses. If the department approves this view of the case, then I think the
erMptifn of the lst four houses in the west of Savanne should be stopped at present and the
cçatratou paid for material deliveeed. Excep probably that at Egýish River which will 4
a main station and an engine house will be required there. Please bring tbis subject before
the Minister and instruct Mr. Hazlewood.

" I am, Sir,

"Yours truly,

" MARCUS SMITH.

4 W. B. SMBLLIE, Esq."

. In consequence of this recommendation the work under this contract
was not further proceeded with. Mr. Marcus Smith was charged with the
final settlement with the contractors, in which a considerable amoulpt was
paid beyond the price of the four houses which had been erected. The
items were as follows
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Cost of four houses and platforms............... $11,299 50
Materials burnt at Upsala and Carlstadt....... 1,393 62
M aterials delivered................................... 4,221 54
Provisions and camp equipage.................... 393 82
Labour upon Upsala station ....................... 400 97
Watching fires at Nordland................. ...... 21 00

Total................. ....... $..... ....... 17,730 45

It will be noticed that materials destroyed by fire were paid for. This
-was because the fires were the consequence of the operations in the build-
ing of the railway. One of the houses which had been erected at Buda,
as well as the material above mentioned as having been destroyed, was
burnt before the contract was stopped.

Tpon the evidence we conclude that in making this contract Mr.
Hazlewood exceeded the authority which the Department intended to leave
in his hands at that time ; that the directions of the 6th May, 1875, above
mentioned, were, to some extent, qualified by Mr. Marcus Smith's letter of
the 1Fth November, 1876, and were expected to be altogether withdrawn
by his letter of 28th December, 1876 ; that the latter having failed to reach
Mr. Hazlewood before the date of the contract, and without any fault of
his, he was not to blame in assuming that under the circumstances the
execution of the contract was still within his jurisdiction.

We find that the contractor got no undue advantage in the agreement,.
and that the Department, at the time of the contract, could not have
obtained the work provided for at a cost less than that mentioned in the
agreement.

The amount paid was, as above mentioned, $17,730.45.

CONTRACT No. 33.

Railway Construction.

By this contract, dated the 2lst June, 187 8, Timothy Kavanagh, James
Murphy and Joseph Upper, covenanted to provide and complete at the
times stated therein the excavation, grading, bridging, track-laying, ballast-
ing and other work necessary to complete the Pembina Branch between
St. Boniface station and the International Boundary, at the respective prices
specified in the contract for the several classes of work.
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At the time of executing this contract, Mr. Kavanagh was not
interested in its consequences, having joined as a contractor as a matter of
form, and lending his name upon the understanding between him and the
other contractors that they should carry it on for their own benefit. The
reason for this is hereinafter stated.

Under Contract No. 5, Mr. Joseph Whitehead had done earth-work for
a road-bed over most of the distance between St. Boniface and Emerson,
leaving openings at the streams. This Contract No. 38, was intended to

include the road-bed from a mile south of St. Boniface to the point where
Mr. Whitehead's grading had ended, and "the putting of Mr. Whitehead's
grading over the rest of the line into proper shape " to complete the road,
together with all the bridges, culverts, cattle guards, crossings, &c.

On the 7th Febrnary, 1878, the Government issued an advertisement
asking for tenders up to noon of the lst March, following, for the works to
be done, naming the distance at 63 miles, and stating that plans, specifica-
tions, &c., could be had on application.

Fifteen tenders were received in due time, and opened on the 2id
March, 1878, in presence of the Deputy Minister and Mr. Marcus Smith,
engineer. The offers varied from $232,202, made by the above mentioned
Timotiy Kavanagh, to $393,885, made by Messrs. Robinson & Robertson.
The tenders included an item of 165,000 ties, which were, however, omitted
from the contract in consequence of other arrangements concerning them
having been made by the Government.

Mr. Kavanagh's offer for ties was at 27 cents each, equal to $44,550.
His offer for ties being the lowest ; the deduction did not change his rank
in the competition. The contract was awarded to him. He made his ten-
der intending it to be on behalf of himself and a Mr. Falardeau. The

Minister of Public Works objected to Mr. Falardeau being joined in the
arrangement, whereupon Mr. Kavanagh, not being willing to take the con-

tract alone, told Mr. Murphy, one of the present contractors, the state of

affairs, and mentioned the prices at which he had proposed to do the work.
Mr. Murphy expressed a willingness to take the contract at Mr. Kavanagh's

figures, and Mr. Kavanagh assented. It was then understood that Mr.
Kavanagh was to be named in the contract as well as Messrs. Murphy &
Upper, but he had virtually abandoned all interest in it and left the

management of it to them.
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Messrs. Murphy & Upper bad, on their own account, tendered in the

competition above mentioned, their offer being e883,536 for the whole worki,

oz, deducting the item of ties, their offer was $262 586, which is $74,94

higher than the price at which they assumed it, in place of Xr. Kavanagh.

Before the advertisement in this case, tenders for 165,000 ties had been,
on the 4th February, 1878, received at Winnipeg by Mr. Nixon, the pur-

veyor (See report on contract No. 36). That quantity was intended to be

used under this contract, and the arrangement made. by Mr. Nixon led to

the withdrawal of the item of ties from the agreement in this case, as above

mestioned.

Upon the evidence we find that in obtaining this contract the contrac-

tors got no undue advantage, and at the time of awarding it, the work
could not have been provided for by the Department at a cost less than that
provided by the agreement.

The contractors did not proceed with the work according to the terms

of their agreement, and the Government being dissatisfied with the conduct

of it by the contractors, took the work out of their hands.

At the date of our commission, several bridges, road-crossings, some

ballasting and a portion of the fencing had yet to be done in order to com-
plete the work undertaken by Messrs. Kavanagh, Murphy & Upper. This

was then being carried on by day's labour under the direction of Mr. Rowan,
the District Engineer at Winnipeg.

Up to the 30th June, 1880, the following amounts had been paid on

it
30th June, 1879............ ............. $62,500
30th June, 1880 ................... ...... . 29,000

Total............................... $91,500

CONTRACT No. 34.

Transportation of Rails.

The expenditure under two distinct agreements has been charged in
the books of the Department as if there were but one, and that bearing this
number.

The first vLs a written contract dated 29th May, 1818, by which the
North Western Traisportation Co. covenanted to transport in the manner
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and at the times therein mentioned, from Kingston to St. Boniface, about
5,000 tons of rails and their accessories, unloadiiig, piling. delivering and
insuring the same, and paying all tolls and harbour dues on the route, at
$18 per ton of 2,240 pounds.

The second agreement was contained in a correspondence closed by a
letter from Mr. Braun, the Secretary of the Department, to Mr. Henry
Beatty, on the 30th September, 1878, to transport 1,000 tons, more or less,
from Fort William to Emerson, at $18 per ton, the same price as paid under
the first mentioned contract from Kingston to St. Boniface. We report on
each of these agreements in the order of dates.

Owing to a report of Mr. Marcus Smith, Acting Engineer-in-Chief,
dated 15th February, 1878, that it would be necessary to forward to Mani-
toba, 4500 tons of rails, the quantity then lying at Kingston, advertisements
were issued, dated the 2nd March, 1878, for the transportation of about
5,000 tons of rails from Kingston to St. Boniface. On the day named for
that purpose, four tenders had been received. They were opened on the
day following in presence of Mr. Trudeau, Deputy Minister, and Mr. Braun.
The schedule then prepared shows that the tenders varied from $18 to
$22.95 per ton. The lowest was made by the North-West Transportation

Co., and was accepted by a letter from Mr. Braun to Mr. Sylvester Neelon,
the President of the said Company, dated the 15th May, 1878.

A formal contract on this basis was closed without any undue advan-
tage to the contractor. It has been fulfilled. The amounts paid under it
are stated hereinafter, in conjunction with those paid under the subsequent
agreement before alluded to.

In Mr. Marcus Smith's report of the 15th February, above mentioned,
he stated the probability of 1,500 tons of rails, then at Fort William, being
required in 1879 in Manitoba, in addition to the 4,500 tons then at Kings-
ton, as follows:-

"OFicE OF Hy NIERI-IIF

4 OTrAwA, 15th February, 1878.

"Siap,-In reply to your letter of the 30th int , No. 8629, I beg to state that, in order to
complete the track-laying on the Pembina Briancb, and c:ntract No. 14, and make provision
for laying a portion on contract No. 15, say twenty miles, during the coming season, it wil be
neceusary to forward to Manitoba all the rails now lying at Kingston, said to be 4,500 tons.

" To complete the line between Emerion and Keewatin, 6,000 tons in all will haVO to be
transported to Manitoba, but the balance of 1,500 tons, which will have to be taken from the
stock at Fort William, may not be required until the spring of 1879. Ilowever, t) prevent
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any chance of the contractor being delayed, it might, I think, be advisable to remove the
1,500 as far as Duluth, where they might remain and be transported by all rail to contract
No. 15 when wanted. This precaution wilI, however, entail a considerable expense for
whaTfage at Duluth.

" In addition to the above, it will be necessary to transport 200 tons of fish-plates and 40m
tons of bolte and nuts.

"I send you, herewitb, form of advertisement for transport from Kingst-n and Fort
William to Duluth.

"I bave the honour to be, Sir,
" Your obedient servant,

"MARCUS SMITH,
" Acting Engineer-in-C6hief.

4 F. BRAUN, Esq.,
' Secretary, Public Works."

Mr. Smith here speaks of a form of advertisement for transportation
from Kingston and Fort William to Duluth. It seems not to have been
then considered advisable to ask for competition from Fort William. The
advertisement appeared in the first instance dated the 21st February, and
afterwards in an amended form, dated the 2nd March, omitting in both
cases any mention of Fort William.

On the 26th September, 1878, Mr. Braun telegraphed Mr. Henry Beatty
as follows

" Wbat price per ton will you charge for moving say 1,000 tons of rails from Fort William
to Emerson ?"

Mr. Beatty answered this the next day from Ottawa as follows

"OTTAWA, 27th September, 18.8.
" DEAR Sn,--In reply to your telegram of yesterdny I beg to say I will transport one

thousand tons of rails, more or Iss, from Fort William to Enerron, for eighteen dollars ($18)
Per ton. This rate includes all charges for loading, unloading, piling, wharf8ge, harbour dues,
StOrage and insurance.

',This rate may seem out of proportion to the price you are paying from Kingeton, but
if yOu will consider, a F ecial steamer will bave to be sent to do tbis wol k and that she will
returD light from Duluth to Fort William, and a!so that the usual rates on freight to'St.
Bonirace and Emerson are the same, you will readily see that àt will not much more than
oover expenses.

" Respectfully yours,
"IINRY BEATY.

"IF. BRAUN, Esq.,
" Secretary Lepartment rublic Works,

" Ottawa."

On the 30th September, 1878, this offer was accepted by the following
ltter from the Department:-
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OTTAWA, 30th September, 1878.
"SIR,-I am directed to state that the offer containei in yorr letter of the 27th inst., (o

transport railroad iron fron Fotts William to Emersrn at $.8 (-ig"ten dollars) per ton,
inclusive of loading, storage, insurance, &c., is hereby accepted for the f .lowinLr quanuta ies or

thereabout:
Tons.

6,800 raus, i quai...................................................................... 1,500
12,800 pro. fish-plates, equal....................................................... I 10
Bolts and nuts, equal................................................................ il

"Delivery will be made by Mr. R. McLennan, engineer, at Fort William.
"I am, Sir,

" Your obedient servant,
"F. BRAUN.

Ac HIENRY BSATTY, Esq.,
"N. W. Transportation Co.,

"Sarnia, Oat.",

Mr. Trudeau was examined as a witness on this matter. He knew of
no reasons, except those stated in Mr. Beatty's letter, why the same price
should be paid for the distance between Fort William and Emerson as
under the contract of the 29th May, for the much longer distance bétween
Kingston and St. Boniface. He thought it was probable, but did not know,
that the points were discussed between Mr. Fleming, the Chief Engineer,
and Mr. Mackenzie, the Minister. There was no record in the Department,
and he had no recollection of hie circumstances urged by Mr. Beatty, such
as the necessity of sending a steamer specially for this work, its returning
light, etc. There were no more extra items, such as loading, unloading,
tolls, insurance, etc., in this bargain than in the former one, and he said
that this agreement was finally made upon the authority of Mr. Mac-

kenzie.

Mr. Fleming testified that he knew nothing about this contract.

Mr. Mackenzie testified that he did not remember any of the circum.
stances; that the principal pric. in transporting rails is for loading and
unloading, the mere matter of a day's sailing not amounting to much; and
hêe suggested that if $15 was the price to Duluth, the balance of $3 to Fort
William would not be very high, but he could not saiy that $15 was the
price between Eme1son and Duluth.

Mr. Campbell, who had had ain active experience in the management
and freighting of vessels for twenty years, thouglit the:-e was n> ,caicity of
-essels in September or Octobar, 1878. He gave evidence at some length

concerning the freight at different points on thŽ western lak 's. Thý tenor
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of his statement was that the extra labour of loading and unloading
beyond what could be done by a vessel's own men and machinery, would

be worth under 20 cents per ton, and that $3 between Fort William and

Duluth vas, under the circuinstances of this last agreement, a very high

price.

We have no positive evidence from witnesses on the cost of transport

in 1878, between Fort William and Emerson, nor between Duluth and

Emerson; neither have we the advantage of knowing what price competitioln

would have indicated. Messrs. Fuller & Milne had offered to transport
(contract No. 18) at $13.50, American currency, from Duluth to Winnipeg,
when American currency was subject to a discount of about 13J per cent.;
and these contractors in May; 1578 tendered and contracted at $18, froim
Kingston to Winnipeg.

We cannot uniderstand, and there is no explanation given, why com-

petition was not invited. It occurs to us that if Mr. Beatty was willing to

name as low a price as could be done in competition with others he would

have done so without coming to Ottawa to answer the Secretary's

telegram.

From the evidence concerning this and other contracts on the subject

of transportation we are led to the conclusion that the work provided for by
this lasi agreement of September, 1178, could have been secured by the
Department at a lower price than was paid for it, and that in getting the
price named, the contractors obtained an undue advantage.

The contract -was fulfilled. The amounts paid upon the two agree-

ments were,-

To 30th June, 1879.................................... $60,600
kt 1880 ..... ........................ ...... 49,800 44

Total.....................................$110,400 44

CONTRACT No. 35.

Railway Spikes.

By this contract, dated the 3rd June, 1878, James Cooper and Frederick

Fairman, under the name of Cooper, Fairman & Co.,'bind themselves to
supply, in accordance with specifications and conditions thereto annexed,
480 tons of railway spikes, at the price of $49.75 per ton of 2,240 lbs., to be
delivered part at Foit William and part at Duluth.
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On the 21st February, 1878, the Department issued an advertisement
inviting tenders for railway spikes up to noon of the 19th March following.
The specifications stated tho quantity to be 480 tons.

On the 22nd March, 1878, sixteen tenders which had been received in

due time were opened in the presence of Mr. Trudeau, the Deputy Minister,
and Mr. Braun, the Secretary of the Department. The cffers varied from

449.75 to $63.45. The lowest tender was made by Messrs Cooper, Fairman
& Co., and was accepted as the basis of the contract on the terms above
Inentioned.

The evidence shows that the Department awarded this contract on tho
lowest available offer, and giving no undue advantage to the contractors.

An offer had been made by the Warden of the Kingston Penitentiary,
to supply the spikes at a price five per cent. under the lowest tender, if
allowed to purchase machinery. That offer was withdrawn, but before
entering into this contract a report of the Minister recommending it was
approved by an Order in Council dated the 16th May, 1878.

The contract was fulfilled and the following sum paid on it:-

To 30th June, 1879................................. $'3,880

CONTRACT No. 36.

Raiüway Ties.

By this contract, dated the 22nd February, 1878, William Robinson
lUndertook to supply 165,000 ties according to specifications, at 44 cents

each, of which 75,000 were to be delivered at St. Boniface, 60,000 at Rat
Uiver and 30,000 at Rosseau River, at the respective times named in the
contract.

On the 3rd January, 1878, Mr. Braun, the Secretary of the Department,
authorized Mr. Marcus Smith, the acting Chief Engineer, to call for tenders
for the supply of ties for the completion of the Pembina Branch. Mr.
Nixon, the Purveyor at Winnipeg, was directed to receive tenders there for
the whole quantity, such tenders to state prices for the separate places of
delivery above mentioned.

On the 22nd February, 1878, the day specified for the receipt, the
tenders were opened by Mr. Nixon and a schedule of their contents pre-
pared. A copy of this was forwarded forthwith to the Department at
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Ottawa and has been produce: before us. It shows that twenty-eight
offers had been made, varying in pri -e fom 25 cents to 70 cents per tie.
Many of the tenders were found to be for less than the full quantity and
f<r less than the quantities required at th- separate places.

The following list gives the tenders, including that of the contractors
and all lower ones, the others being higher, are not material to this
report:-

Name. St. Boniface. Pat River. Rouseau River.

A. F. Martin...... ........ ............ 75,000 at 25 eti. 6o,000 at 25 ets. 30,000 at 25 Cs.

Chas. Nolin...... .................. 10 000 25 - ..... . ................ . .......... ...................

Augustus Nolin ...................... ............ ....... .. 10,000 at 25 ets. .........................

T. W. Quigley ...... .... 75,000 at 29 ets. 60,000 25 " 30,000 at 27 et.

W . O. Lewis........... ..... ...... . . ............ 60,000 30 t .................................

A. Bissonnette & Co..... .......... . .............. 60,000 33 "

McKinnon & McDonald...... ...... 75 000 at 35 ets. ......... ........................ ................................

Alex. M cNabb....... ............................ ............... ..... 60,000 at 35 ets. 1 30,000 at 35 et@.

John Nesbitt ... ... ...... ..... ...... 10,000 39 "................... ........

Joseph Pillow s ................. .... ... 5,000 40 "

Geo. Taylor...................... 75,000 at 49 cts. 60,000 49 " 30,000 at 40 etc.

WM. Robinson....................... 73,)000 44 " 60,000 44 " 30,000 40 "

The lowest tender, by A. F. Martin, for the whole quantity required
at each point at the rate of 25 eents per tie, was accepted, but was with-
drawn. Mr. Nixon put himself in communication with the Department
concerning the state of affairs. and was instructed to pass to Charles and
Augustin Nolin. who had made offers at the same rate for a portion of what
-ws wanted at St. Boniface and at Rat River, and to give the balance to T.
M. Quigley, Who had made an offer to supply the whole, some at 25 cents
and some at 271 cents each. Mr. Charles Nolin named a day to close the
arrangement respecting the quantity to be awarded to himn, but failed to
appear. Augustin Nolin did not answer. Mr. Quigley declined to enter a
contract unless the Government would make advances to him before
delivering ties. This condition was communicated to the Department, but
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declined by a telegram to Mr. Nixon from Mr. Braun, dated the Oth
February, 1878, in which telegram Mr. Nixon was directed to act quickly.
After this, each of the following parties was sent for in the order named,
and declined to contract

W. C. Lewis,
A. Bissonnette & Co,
McKinnon & McDonald, and
Alex. McNabb.

There were some intervening tenders, left between the parties named
and William Robinson, but the latter declined to contract if any inter-
mediate offers for portions of the quantity were accepted, and Mr. Nixon
closed a bargain with him at 4t cents per tie for the whole quantity. This
decision was telegraphed to the Department on the 18th March, 1878, after
which the following Order-in-Council was passed:-

Cory of a Report of a Committee of the Honourable the Primy Council, approved by His
Excellency the Governor General in Counoil on the 22nd March, 1878.

"On a memorandum dated 13th March, 1878, from the Honourable the Minister of Publio
Works, representing tl at tenders having been called for for the supply of one hundred and
sixty-five thousand railway ties for the Pembina Branch of the Canadian Pacific Railway,
twenty-eight tenders were received, the highest being at the rate of seventy-five cents and

the lowest twenty-five cents.
" That the tender of Mr. A. F. Martin accepted as being the lowest, was withdrawn by him

That Messrs. Charles and Augustus Nolin, Quigley, Lewis, Bissonette, McKinnon & McDonald,
McNabb, Nesbitt, and Pillon & Co., to whom following the regular sequence of rates, the cop-
tract was proffered, have all, for reasons specified, declined to carry out their tenders.

" That the tender of Mr. William Robinson, at the rate of forty-four cents for the whole
quantity, is the next lowest, and accordingly recommending that authority be granted for
the acceptance of his offer.

" The Committee submit the above reconnendation for Your Excellency's approval.

"Certified.
"W. A. HIMSWORTB,

"C.P.C.
"To the Honourable

" The Minister of Public Works."

The evidence shows that the contract was awarded upon the lowest
availalble offer and without any undue advantage to the contractor.

The contractor failed to fulfil his contract either as to quantities or se
.to time of delivery, and the matter was taken out of his hands.

The ties not supplied by him were procured by the Department fromi
other sources, and the cost of them was charged to the contractor.
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To the 30th of June, 1880, the following sums had been paid on this.
contract:-

To 30th June, 1879............................ $51,006 88
1880 ..................... ............. 18.488 04

Total. ............. $69,494 92

CONTRACT No. 37.

Railway Construction.

By this contract, dated 2nd August, 1878, John Heney, Alphonse.
Charlebois and Thomas Flood covenanted to complete the excavation, grad-
ing, bridging, track-laying and ballasting of the Georgian Bay Branch,
between station O on the location of 1877 on the western side of the South
River, near Nippisingang post office, to the head of navigation on French
River, about five miles east of Cantin's Bay, in length about fifty miles,
to be finished by the lst July, 1880, according to specifications, receiving
therefor the prices respectively named in said contract for the different
classes of work to be done under it.

The contract with Mr. Foster, No. 12, concerning the Georgian Bay
Branch, having been annulled by Order in Council of the 28th February,
1876, as before mentioned, and the route named in that contract having
presented more engineering difficulties than were anticipated. a new survey
of the country to be crossed by a railway near Georgian Bay was, in the
year 1817, made under the direction of Mr. Marcus Smith, acting Chief
Engineer. This led to the adoption of the route named in this contract
and described more fully in the special report of the Chief Engineer for
1877, page 17.

On the 20th May, 1878, advertisements were issued inviting, up to
nioon of the 29th June following, tenders for the work above described.
Proposals were to be received in two forms, which, together with other
information, might be had on application to the Department. Form A
was upon the basis of a subsidy per mile in cash and in land, together
with interest at the rate of four per cent. for a stated period upon the
amount to be proposed by the tenderer. There were some offers on this
basis, but they were not entertained.

Form B was based upon a schedule of estimated quantities of the
different classes of work to be performed, for each of which the tenderer
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Was asked to name his price according to the method generally adopted in
letting contracts for this railway.

The tenders were opened on the day appointed for their receipt, and a
schedule was prepared and certified upon that occasion by Mr. Bran, Mr.
Page and Mr. Smellie, officers of the Department. This shows that on form
B twenty-six regular tenders had been received in which the total price
asked for the work varied from $809,813 to $1,228,448, the lowest of these
being inade by Messrs. McGreevy & Heney. This one is the foundation of
the present contract.

The evidence shows that the contract was without any undue advan-
tage to the contractors awarded on the lowest available offer.

Before the contract was executed, Mr. McGreevy, one of the firm of
successful tenderers, asked leave to withdraw, and his partner, Mr. Heney,
asked to associate with him Messrs. Charlebois and Flood. This was
acceded to, and an Order-in-Council based on the following memorandum
confirmed the arrangement:-

" Oth August, 1878.
"Memorandum.

" The undersigned reports that the lowest tender received for the cotnstruction of the
Georgian Bay Branci of the Canadian Pacifie Railway was from Messrs. Robert McGreevy and

John fHeney.
" That Mr. McGreevy has afterwards asked leave to withdraw his name fron the teiier,

and Mr. Heney requested that the names of Alphonse Charlebois, of Montreal, aiid Thonas

Flood, of Sandy Hill, N. Y., be put in lieu thereof in the contract.
"As Messrs. Charlebois and Flood have the reputation of being good contraetors, the unler-

signed agreed to this and therefore recommends that approval be given to his acording the

contract to Messrs. Heney, Charlebois and Flood.
" Respectfully submitted,

"A. MACKENZIE,
" Minister of Public Works."

On the 10th June following, Mr. Fleming submitted to the Minister of
his Department the following memorandum
U Memorandum.

"TUE GEORGIAN BAY BRANcd, IOth June, 1879.
"Sia,-At the request of the Hon. the Miiiister, the undersigned begs to report où the

present condition of the Georgian Bay Branch.
"According to returns received, the total value of work executed up to the 1 st of the

present month is $11,173. This consists almost wholly of chopping down the standing timber i

no earth or rock excavations, or any other kind of work, except $45 of grubbing has yet been

executed.
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" The number of men of all kinds engaged, according to last returns, is 69, but this force,
appears to have been on the ground only a few days, as the ave.age for the month of May was
only 36.

"The average for the previous months was about 30.
"The contract is dated 2nd August, 1878 ; the date for completion 1 st July, 1880, giving

23 nonths for executing the work, which, according to the tender, is estimated at $809,813.
"The timae which has elapsed between the date of the contract and the Ist June was 10

months, during which period the whole work done amounts to $11,713, leaving work to the
value of $798,643 yet to be executed in 13 months.

" It is quite obvious from the small amount of work done, and the comparatively very low
prices for work remaining to be done, that it will be impossible for the contractors to bring
the contract to a satisfactory completion.

" SANDFORD FLEMING.

Before much progress had been made under this contract, the Govern-
ment adopted the policy of discontinuing the construction of the Georgian
Bay Brauch, and the following Order-in-Council was passed -

" Con' of a Report of a Committee of the Honorable the Privy Couacil, approved by Hia
Excellency the Governor Geqeral in Council, on the 25th July, 1879.

On the report, dated 24th July, 179, from the HIon. J. H. Pope, acting in the absence of
thé Minister of Railways and Canals, statiog that o i the 2nd day of August, 1878, a oontract
was ont -red into with Messrs. Hen9y, Charlebois & Flood for the grading, bridging, track-
laying and ballasting of a line of Railway between a point on the west side of South River,
near Nipissingan Post Office, and the bead of navigation on French River, about five miles
east of Ca'stin's Bay, the said line being in length about 50 miles.

" That the contract provided that the whole of the works comprised therein should bc
completed and delivered on or before the first day of July, 1880.

" That the approximate value of the work contracted for amounts to the sum of
$809,813 00, and that tie estimated value of the work performed, as shown in the Engineer's
returns of the 30th June last, is $12,260.40.

" The Minister recommenda that the contractors be notified that it is not the intention of
theb Governwent to proceed further with the work under this contract, and that instructions
be given them to stop work.

" The C.mnmittee submit the above recommendation for Your Excellency's approval.

"Certified,
"J. O. COTE, Assistant Clerk.

1 The 11c0. Minister of Itailways and Canals.'

On the 5th August, 1879, Messrs. Ripley, Smith & Co., addressed the
Minister of Railways and Canals in a lettei, which is published in full at

page 3 of a return to the House of Commons, dated the 28rd March,
1880, concerning the stoppage of the works under this contract. In this
letter Messrs. Ripley & Smith gave notice in substance that they had
acquired the interest of Messrs. Hleney, Charlebois & Flood in their contract.
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The transfer thus alluded to was not recognized by the Department. Sub-
-sequently Messrs. Ripley & Smith founded a claim for compensation
against the Government on the stoppage of the works, such demand being
partly for damages and outlay actually incuried, and partly for the loss of
prospective profits. We do not propose to offer any opinion on the validity
of this demand, and it is not necessary further to allude to the position
taken by Messrs. Ripley & Smith.

On the 9th August, 1879, the following memorandum was submitted
to the Privy Council:-

"(Mlemorazndum.)

" OTTWÂ 9th August, 1879.

"The undersigned begs respectfully to report that an Order in Council on the 25th day of
,July last, cncelling the contract with Messrs. Iieney, Charlebois & Flood, for the construction
of that section or the Canadian Pacifie Railway known as the Georgian Bay Branch, for the
reasons stated in the report of the undersigned,'recommnending the said contract be ca-celled.

'• That since the said 25th day of July, to wit, on the 5th day of August instant, it came to
the k.wledge of the undersigned that previous to the said 25th day of July, to wit, on i he

13th day of June last past, the said contractors, Messrs. Heney, Charlebois & Flo,1, had
'without the knowledge or consent of Her Majesty, or the Minister of Railwaya and Carials
acting in that behalf for Her Majesty, assigned and transferred the said contract go Mesers.

Smith, Ripley & Co.
"That the undersigned was vot avare, when he recommended the Order in Councilof the

25th of July, that such assignment had been made in contravention of the 17th article of the

said contract entered into by said contractors with Her Majesty.

"That on thA 5th day of August last, he was notified by letter purporting to be signed by

the saii Messrs. Smith, Ripley & Co.,'that such assignient had been made to thero, and at the
same time a paper purporting to be an assignaent of the said contract, duly execzted, was
<deposited in the Department of Railways and Canals.

" That by the seventeenth section of the contract entered into by the said coritractors, it is
provided, and is made a condition of the said contract, that no assinn-ent of such contract
shall be made witbout the consent of Her Majesty.

" Her Majesty may take the wor k out of the contractors' hands andr employ such means
as she May see fit to complete the same.

d That such assignment was never assented to by Her Majesty, or 1·y the Minister of Rail-
way4 and Canais acting for ler Majesty.

"The undersigned, for the above reasons, as well as for those set forth in the former
report, recommends that, in accordance with the terms of the said contract, the contraetors,
Mes4ri. Heney, Charlebois & Fiood be notified that the said contract is taken out of their

lands and annulled.
" Respectfully submitted,

" J. H. POPE,

S 4 cling Minister of Railways and Canal.."
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This was followed by the Order in Council below set out:-

"Cory of a Report of a Committee of the Honourable the Privy Council, approved bg His

Excellency the Governor General in Couneil on the 14th August, 1879.

"On a Memorandum, daed 9th August, 1879, from the Hon. J. I. Pope, acting in the
absence ef the Minister of Railways and Canals, having reference to the Order in Council
passed on the 25th day of July last, cancelling the contract with Messrs. Heney, Charlebois &
Fjood, for the construction of that section of the Canadian Pacific Railroad known as the
Georgian Bay Brancb, and recommending for the reasons stated in said memorandu-n that the
contract ,rs, Messrs. Ieney, Charlebois & FlooJ, be notifled Lhat the said contract is taken out

of their hands and annu led.
' The Committee submit the above recommenlation for Your Excellency's approvl..

" Certified,

" W. A. H IMSWORTIU, C. P. C.
" The lit n. Minister of Railways and Canals.''

On the saume day the Acting Secretary of the Departnent wrote to the
contractors as follows

"OTTAwA, 9th August, 1879.

"GENTLIEN,--By direction of the Acting Minister of Railways and Canais, I have to-
inform you that by an Order in Council, dated 25th July last, a copy of which is herewith
enclosed, the contract made with you for the construction of that portion of the Canadian
Railway, known as the Georgian Bay Branch Railway, was by virtue and in pursuance of the
terms of the said Order in Council, cancelled and annulled, and you are hereby notified that
the said work is, on behalf of ler Majesty, taken out of your hands, and you will accordingly
cease all further operations under or by virtue of said contract.

"I have the honour to bc, Gentlemen,
"Your obedi nt servant,

"F. H. ENNIS,
' Acting Secretary.

"Messrs. iIENEY, CUARLEBois & FLoon."

l MONTREAL, 13th August, 1879.

"SIn,-We have to acknowledge yours of the 9th instant (No. 12,191), covering a copy of
an Order in Council (No. 19,791), of the 2.5ti July, authorizing you to cancel our contract for
the conistrction of the Georgian Bay Branch of the Canadian Pacifie Railway; also your

notice of August 9th to us to discontinue operations under said contract.
l 1,ur1uance of your notice, I imnediately transmitted your order to discontinue oper-

atiousf to tihe' parties temporarily in charge of the work, hy telegraph to Collingwood, the

executive oflice of our firm.

" Shond there be a failire of full compliance to your order by the parties temporarily in-
charge of the work. 011 account of certain efforts to negotiate with us for the entire control of

said work, we would hereby inform and notify you that such negotiations were never com-

pleted, or deemed sufflciently likely to becone so, to cause us. to ask your official sanction
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thereto. Therefore, we shall only enumerate, suiject to amicabe settienent, sucli charges as

have becorne chargeable previous to the receipt of your notice to discontinue operations.

" We have the bonour to be, Sir,

Your obedient servant,
"IENEY, CHARLEBOIS & FLOOD.

H Hon. JoN PoP,
4 Acting Minister of Railways and Canals."

At the date of our commission neither the original contractors nor their
assignees had been finally settled with.

Mr. Fleming, in a report to the Minister, dated 9th February, 1880,
stated that the work/at that date performed under the contract had been
measured up, and the final certificate issued for $2'',807.94.

The expenditure up to the 30th June, 1880, under this contract was as
follows :-

To 30th June, 1879......... . .................... 10,050
1880 ............................. .........

Total.............. ................ $1,000

CONTRACT No. 38.

Alteration of Building.

By this indenture, dated the 26th July, 1878, Edmund igalls, agreed
within the time therein stated, to alter and to finish the Government build-
ing on lot 34 in the town plot of Fort William, according to specifications
and plans annexed to the said contract, receiving therefor $3,261 at the
times mentioned.

The object of this contract was to alter the Neebing Hotel, so as to
afford accommodation for officers and a residence for the Purveyor at Fort
William.

An advertisement invited tenders to be received up to 4 o'clock p.m.,
of the 20th July, 1878, which was issued by Mr. McClennan, the engire
in charge at Prince Arthur's Landing, under directions from the Depart-
ment at Ottawa.

The tenders received in due time were opened on the 26th July, 1878,
by Mr. McClennan, and showed seven offers, varying from $3,2L1 to $4,487.

The lowest was made by Edmund Ingalls, and was accepted by Mr. Mc-

Clennan, who forwarded a copy of the advertisement and a schedule of the
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tenders to the office of the Engineer-in-Chief at Ottawa. The contract was
based upon the lowest tender and without any undue advantage to the
contractor.

It was supposed, at the time of letting it, that the amount named
would be sonewhat reduced by the value of doors, windows and materials
to be furnished to the contractor from buildings at Fort William, which
were not required and which could not then be rented. The amount, how-
ever, was not reduced, but increased in consequence of some extras in the
completion of the work.

The amount paid was:

To 30th June, 1879............ ...................... $3,456 85

CONTRACT No. 39.

Transportation of Rails.

By this contract, dated the 18th July, 1878, John Irving covenanted to
con vey, on or before the lst November, 1878, 5,266 imperial tons, being all
the rails then at Esquimalt and at Nanaimo, respectively, to Emory's Bar,
on the Fraser River, or at a point in the neighbourhood of the toll-gate at
Yale, according to specifications, receiving therefor $6.44 per ton of 2,000
pounds.

This contract was awarded at Victoria, B.C., by Mr. John Robson.
Purveyor, under instructions from Mr. Braun, the Secretary of the Depart-
ment at Ottawa.

On the 12th J une, 1878, Mr. Braun telegraphed Mr. Robson to " Adver-
tise for tenders for the renioval of steel rails to Yale, * * * * *
to be completed by the lst November next." Two days afterwards, Mr.
Robson advertised, inviting tenders up to the 8th July following for the
rpnoval and stacking of 3,111 tons then at Nanaimo, and 2,155 tons then
at Esquimalt, to be completed before the lst November, 1878. The
character of the vessels to be employed was described, and it was mentioned,
that the offers were to be made subject to direction afterwards concerning
the exact points of delivery.

In answer to questions of the 6th July, 1878, by telegram from Mr.
Robson, Mr. Brann on that day telegraphed him as follows:-
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"(Telegram)
"6th July, 1878.

"Rails to be stored at Yale. Open tenders with Cambie, both countersigning. Report,
amount and standing of three lowest by telegraph aud wait for instruction@.

"F. BRAUN,
'Secretary.

"JOHN ROBSON,
"Victoria, B.C."

On the 10th July, 1878, Mr. Robso'n telegraphed Mr. Braun as follows: -

"Three tenders for rails-$7, $6.50 and $6.44 per ton, respectively-all from responsible
parties."'

On the 12th July, 1878, Mr. Braun answered

"Accept lowest tender for transportation of rails,"

On the 19th June, 1878, Mr. Robson had addressed a letter to Mr. Braun,
enclosing a copy of the advertisement before mentioned, and asking for
definite instructions as to the method of dealing with tenders, insurance
&c., and containing the following passage

" The time (the 1st November) is, in view of existing facilities, rather limited, and I hAg
to suggest for the consideration of the Department, wbether it might not be desirable to
extend the time for delivery of the major portion of the rails till the latter part or next
summer, provided that by so doing the freight rate would be matorislly reduced."

At the time of the first direction from Mr. Braun as above mentioned,
it was understood in the Department that Burrard Inlet would be favour-

ably recommended to Council as the Pacific terminus for the railway, and
that rails would be, therefore, required at Yale. On the 13th July, 1878,
the following Order in Council was passed :-

"Cop of a Report of a Oommittee of the Honourable the Privy C'ouncil, approved by Hir
Excellency the Governor General in Council, on the 13t/ July, 1878.

" On a Memorandum, dated 11 th July, 1878, from the Hlonourable the Minister of Public
Work, reporting that on the 1st June, 1877, an Order in Council was passed in accordance
with the provisions of th3 Canadian Pacifie Railway Act, 1874, defining the route of the rail-
way between Fort William, on the Kaministiquia River, and Jasper House and Tête -Jaune
Cachei

" That the same Order in Cauncil also defined the route from the last-nam.ed point to the
Pacifie Ocear, in the event of the Bute Inlet or Dean Ilet routes being ultimately adopted,

these being the routes through British Columbia, one of whichbft that time it seemed probable

would be adopted ;
" That later information bas shôwn that it would be in the public interast that the route

of the railway from the neighbourhood of the Tête Jaune Cache should 1e towards Burrard

Inlet ;
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.£The Minikster. therefore, reco:nmends that the route of the railroad shaIl be defined
generally as passing from the neighbourhood of the Tête Jaune Ctche by the Albreda River,
to the North Thompson River, and descending the valley of the said North Thormpson River,
towards Kamlo 'ps lAke, to the Fiaser Valley at Lytton, and thence descending the valley of
the Fraser by Yale and New Westminster to Port Moody, or such other point on or near
Rut rard Inlet, es may be found nst convenient far the purpose of harbour accomrnodation.

6'The Committee submit the above .-eommendation for Your Excellency's approval.

"Certified,

"W. A. IMSWORTH,

"C. P. C."

In obedience to Mr. Braun's telegran of the 12th July before men-
tioned, the contract was awarded to Mr. Irving, and the following report
of the transaction was forwarded by Mr. Robson to the Departient at
Ottawa:-

"CANADIAN PicIric RAILWAY SURVY,
"WESTERN DivisioN,

VICTORIA, B.C., 19th July, 1878.

- Areeably to instructions, and in accordance with advertisement, tenders for
traitportation of steel rails were received and the result telegraphed to you.

" have now to repjort that the contract has been awarded to Captain Irving at the lowest
ligure (1. per ton), that the contract and bond have been duly executed, and that the first
cargo of the rails will go forward next week.

"I have to call your attention to the fact that I am still without instructions as to insu r-
ance of these rails while in transit.

"lReferring to this; subject, in my letter of the l9th ultimo, I intimated that it seemed
probable not more than 100 tons would be at one risk. I now beg to qualify that opinion bv
stating thlat it is in contemplation to carry 2,351 tons from Esquimalt to New Westminster
on the Wilson (. H unt,' considered a good, staunch steamer; and 760 tons from Esquimalt
and 2,1 5 tons from Nanaimo on the ' Bonanza,' a good seaworthy schooner which will carry
fron 200 to 220 tons at a timie, and will be towed by the said ' Wilson G. ilunt.'

"I have further to add on this subject that, after consultation with their principals, the
insurance agents informo me that the rate would be i of 1 per cent., with a rebate of 10

per cent.

" Unless instructed on the subject, I shall assume that it is not the intention of the

Departmîelt to eftect an insurance upon the property in question.

I nay be p)elmitted to remark that the rate at wlÈich the contract has been taken is
verv low, bujît it is satisfactory to know that the work has been undertaken by the party best
prepared and most competent to carry it ont. But, even in the best of hands, much must
necessarily del end upoi the nature of the season and consequent stage of water in the Fraser
as to the practiclbility of conveying the whole of the rails to their destinaticn within so
limited a perioll.
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"There need be no difllculty, however, about having them all removed froi where they
low are to some convenient point on the Fraser within the specified period, thereby stop-

ping ths process of rusting and rental outlay involved in their remaining where they are.
"Herewith I beg to hand you copies of specifications, contract and bond.

"I have the honour to be, Sir,
"Your obedient servant,

4 >I0IN ROBSON,

"Paymaster and Purveyor, C, P.R.S."

" F. BRAUN, Esq.,
"Secretary Department Public Works,

"Ottawa."

Subsequently the rails were insured by Mr. Robson at 67-100 of I
per cent. under instructions from the Department.

On the 21st October, and again on the 26th October, 1873, Mr. Braux
telegraphed Mr. Robson asking for information as to the progress of the
transportation under the contract. On the 29th October Mr. Braun sent
the following message:

"(Telegram.)

"DEPARi MENT OF PUBLIC WoPRK,
" OTTAWA, 29th October, 18T

4"Notify John Irving to stop moving rails and other railway material from V*ncouver
Island, Langley or other points after thirty-first (31st) instant when contract expires-take
possession of rails at the several points and report quantity.

"F. BRAUN,
"Secretary.

"To JoHN ROBsoN, C.P.R.S.,
"New Westminster, B.C."

To which Mr. Pearson, a clerk in the office in British Columbia, answered,
that Mr. Robson was in the interior, but would be down the Friday follow-

ing.

On the 30th October, Mr. Braun sent the following message:-

"30th Octbber, 1878.
l( Telegram.)

" Stop moving rails and other railway mat 'rials froa Vancouver Island, LInley and other
points after 31st instant, when your contraet expires.

"F. BRATN,
* .S'cretary.

"JOHN IRVING,
i New Westminster, B.C."

After several intermediate telegrams, which need not be reported, th113
following letter was sent by Mr. Robson:-
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"CANADIAN PAcIFIc RAILWAY SURVET,
"WEsTERN DIvIsIeN,

"NEw WESTMINSTER, B.C., 6th NoveInber, 1878.

"DEAR SIR,-I have the honour to acknowledge the receipt of three telegrams, dated

21st and 29th October, respectively, relating to the transport of steel rails, &c., al1 of which

came during my absence in the interior; and I now beg to report for the information of the

Minister as follows:--

" 1. Immediately on receiving your telegram of the 29th October, I served a notice upon

the contractors to discontinue moving rails and other railway materials; and i took possession

of said rails, &c., at the places of deposit, excepting some 242 tons water-borne at the time

but now in course of landing at Langley.
" 2. As the matter stands now, 3,584l tons have been transported from Vancouver Island

(3,4841 tons from Esquimault and 100 tons from Nanaimo) to the Fraser River. Of that

amount about 2,000 tons are at Yale, and the remainder at Langley and New Westminster,

mostly, however, at Langley.
" I have said about two thousand tons are at Yale, because there being only 562183 tons

stacked. I have only the contractor's word, but judging from the piles there seems to be ne

reason to question the accuracy of the statement.

"3. The 400 tong, or thereabouts, lying at the wharf at New Westminster will, if per-

mitted to romain where they are, become liable to wharfage charges.

"4. Of the rails landed at Yale, less than 600 tons have been stacked, the remainder still

lying on the beach, where they cannot remain over winter without risk of loss during spring

freshets ; consequently I asked for instructions in my telegram of 1st instant, respecting the

disposition of these rails.
" I amn, Sir,

"Your obedient servant,

"JOHN ROBSON,
"Paymaster and Ptrveyor, C. P. R. S.

"P. S-Since writing the within your telegram of the 4th instant has been received, and

will be duly attended to.

" F. BRAUN, Esq.,
"Secretary Public Works,

" Ottawa."

This was followed by a letter from Mr. Pearse, the resident engineer:-

"PUBLIC WoRKs DEPARTMENT,
"VICTORIA, B.C., 8th November, 1878.

d SIR, -I have the honour to acknowledge the receipt of your telegram, dated October

30th, instructing meO to see that no more steel rails were removed after the 31st ult. This

telegram only came tO hand at 10 a.m. cm the 2nd instant, and as i knew that the contracbor

for their removal had gone to Nanaimo for a cargo, I consulted with the Hon. Mr. Walkem

as to the poesibility of obtaining the services of a war vessel to take me to Nanaimo for the

purpose of placing some trustworthy person in dlarge of the rails. We found, however, that

we sho uld lose a great deal of time by this, even if it were possible, which was very doubt

ful, so I determined to sail on Sunday morning the 30th inst., in the American vessel " Cali-

fornia," whose commander courteously gave me a free passage. We arrived at Nanaimo t 4
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p.m., but on our way up sighted the contractor'a vessel, with & cargo of 250 tons of rails on
board, just entering the Frazer. It was impossible to catch him, an I equally impossible, had
we done so, to h've compelled him to return with the cargo to Nat&ano. I have placed the
remainder of the rails, possibly about 2,0GO tons, in charge of the Provincial Government
Agent at Nanaimo, with instructions to see that no more rails are removed. Mr. Walkexm
placed the services of that gentleman at my disposal in the matter. I have also notified the
contractor of the substance of my instructions ani warned him against proceeding further in
his contract. On my return to Victoria I inspected the line of the proposed telegraph be-
tween Nanaimo and that city.

"I have the honour to be, Sir,
'Your most obedient servant,

"V. W. PEARSE,
"Resident Engineer.

"F. BlAu e, Esq.,

4Secretary Public Works Department,

" Ottawa."

On November 15th, 1878, Mr. Robson reported that $3.22 per ton would
be a fair compensation for the transport of the rails left at Langley, and
that the contractor claimed some compensation for a wharf built by him at
that place, as it would be of service in the subsequent removal of the
rails. On the 29th November the contractor wrote as follows:-

" Nsw WVEsTMrwaTE, 29th November, 1878.

"Sim,-I have the honour most respectfully to bring to the notice of the flonourable Min-
ister of Public Works (through you), the loss I sustain in consequeice of the Government
cancelling my contract for transporting steel rails from Esquimalt and Nanaimo to Yale.
You are aware that the preparations necessary for carrying out the contract have been large

and costly ; and unless I am permitted to oemplete the contract, I subiit withi great respect
that the Government pay the loss I sustain. It is certainly correct that the work was not
completed at the time the contract stipulates, but it is equally true and well known that, con-
sidering the limited means available for transportation, the very utmnost that could be done
under the circumstances for faithfully carrying out the con tract has been done by me.

e 1, therefore, venture to hope that the Government will favourably consider my case and
make me such an allowance as they may deem under the circumstances reasonahle.

" r have the houur to be,
"Your obedient servant,

" JOHN IRVING.
"To JonN RosoN, Esq.,

"New Westminister."

The contractor founded a olaim against the Government on the stop-
page of the works as above mentioned. This was settled, without any loss
to the Government, by Mr. Irving being permitted to continue the trans.

portation under the terms of the original contract.
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The amouit paid up to the date of our commission on this matter

was
To 80th June, 1879.... ....... ....... . $9,660

CONTRACT No. 40.

Engine Bouse.

By this contract, dated the 5th August. 1878, Charles Louis Gouin,
James Murphy and Joseph Upper covenanted to erect and complete a ten-
stall engine house according to specifications attached to the contract, to

be finished by the lst September, 1879, receiving therefor $30,500, and, if

necessity should arise, to add such further works as were mentioned in the

contract, then an additional price stated for the extra work in the body of

the contract.

On the 20th May, 1878, advertisements were issued from the Depart-

ment at Ottawa, asking for tenders for this work up to noon of the 29th

lune, 1878, stating that specifications and other particulars could be

obtained on application to the District Engineer at Winnipeg, or at the office

of the Engineer-in-Chief in Ottawa.

On the 15th July,.1878, the tenders received were opened in presence

of Mr. Trudeau, the Deputy Minister, and Mr. Braun, the Secretary of the

Department. The schedule prepared upon that occasion, in the usual way,
showed that six offers had been made, varying from $30,500 to $45,500.

The lowest tender was made by Messrs. Gouin & OMeara, at $80,500.
Subsequently Mr. O'Meara requested to have his name withdrawn from
the transaction, and the names of Messrs. James Murphy and Joseph Upper
to be inserted instead. This change was approved of by the Department,
and the following Order in Council passed to confirm it:-

" Copy of a Report of a Committee of the Honourable the Privy Council, approved by His
Excellency the Governor General in Council, on the 2nd September, 1878.

"On a report dated 10th August, 1878, fromn the hon. the Minister of Public Works,

stating that the Iowest tender received for the erection of a ten.stall engine house at Selkirk

for the C. P. Riailway was from Messrs. C. S. Gouin and M. O'Meara, jr.
" That Mr. O'Meara was afterwards asked leave to withdraw hie name from the tender,

aid Mr. Gouin requested that the namea of James Murphy and Joseph Upper be put in lieu
thereof in the contract, that au Mesurs. Murphy and Upper have the reputation of being good
contrsotore, he, the M inister agrees to this, and the names of Messrs. Murphy & Upper, have

accordingly been associated with that of Mr. Gouin in the contract.
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"The Mitieter recommends tihat the contract entered into with Messrs. Gouin, Murphy
aud Upper for the erection of the engine house be approved.

"The Committee submit the above recommendatiou for your Excellency's approval.
"W. A. RIMSWORTH,

The evidence shows that this contract was let upon the lowest avail-
able offer and without anuy undue advantage to the contractor.

The work was completed satisfactorily and taken off the hands of the
contractors. Some extras were requirod as provided for in the terms of the
eontract, and were paid for as follows

180 cubic yards earth at..................................... 25
10 " rock " .............................. 1.50

117 yards masonry " ................................... 5.00
467 " drain " . .. ........... 5.00

In addition to these which hal been provided for as before mentioned,
there were other charges which were extras beyond the arrangement
entered into at the time of making the bargain. One was for increasing
the diameter of turn-table to 50 feet, $200 ; and removing turn-table fr»iü
Slkirk to Emerson, $105.

The work has been done satisfactorily, and has been paid for as

follows:-

To 30th June, 1880....................... $33,785

CONTRACT No. 41.

Railway Construction.

By this contract, dated the 7th March, 1879, Thomas Marks, John
Ginty, Patrick Purcell and Ilugh Ryan, covenaited to construct and coin-
plete, according to specifications, including track-laying and ballasting, the
line of Railway from English River to Eagle River, about 118 miles,
receiving therefor the prices set out in the contract as applying to the
respective classes of work to be performed.

There were two sets of prices arranged for, one (the lower rate) to apply
if the work should be completed by the 1st July, 1883, and ready for the

passage of through trains by the lst July, 1882. The gross sum at these

rates, upon' the quantities then estimated would be $2,203,896.
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The other, the higher.rates, were to apply if the work should be com-
pleted by the lst July, 1882, and ready for the passage of through trains on
the lst July, 1881. The gross sum, at these rates, would be $2,300,196.

The contract contained a condition that if it should appear that, at the
rates named, the intended total expenditure (2,203,896) would be exceeded,
then the work might be stopped; and that no work beyond that amount
should be done unless first authorized by the Minister.

Papers connected with the letting of this con tract and the following
one, No. 42, are printed (as 43 M and 43 E) in the sessional papers of 1879,
and also in a return to the House of Commons upon the subject, dated the
31st March, 1880.

In August, 1878, there was a gap of 185 miles between the portions
under construction at the two ends of the railway between Thunder Bay
and Red River. Tenders were invited by advertisement, dated the 13th
August, 1878, to be received up to lst January, 1879.

In November, 1878, the Government desiring to get more accurate
information concerning the details of the work to be executed than could
be afforded in time to permit of satisfactory tenders so early as the day thus
named, the Department extended the time until the 15th January, 1879,
and then, finding that the information was not so complete as was expected,
and was not likely to be obtained so as to be available at the end of that
period, the time was again extended until the 30th January, 1879, of which
extensions due notices were given by advertisement.

Upon the first occasion the advertisement stated that the work was to
be divided into three sections.

(1.) From the Westerly end of the 25th Contract, English River, to
Raleigh, about fifty miles.

(2.) From Raleigh to Eagle River, about sixty-eight miles.

(3.) From Eagle River to Keewatin, about sixty-seven miles.

The distances thus named were not changed in the advertisements,
but all tenders being required to be made on forms according to specifica-
tions prepared at the Department, it was intimated that these would be
furnished to applicants, and these forms and specifications were framed so as
to permit of offers in the three following shapes.

Form A. English River to Eagle River, 118 miles.
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Form B. Eagle River to Keewatin, 67 miles.

Form C. English River to Keewatin, 185 miles.

This new feature of inviting, with. the others, offers for the whole
length, was adopted upon the view of Mr. Fleming, the Chief Engineer,
that if contractors possessing sufficient skill and means would undertake
the entire distance, the completion would probably be secured at an earlier
period than if done under separate contracts, but for fear the work as a
whole should be too great to attract proper competition, tenders were also
asked for in relation to each of the two sections last mentioned, the easier
work being on the longer of such divisions.

In the afternoon of the day named for the final receipt, all the tenders
were opened in the presence of Mr. Trudeau, the Deputy Minister, Mr.
Braun, the Secretary, Mr. Fleming and Mr. Marcus Smith, Engineers.

The following report and other documents -are recorded in the Depart-
ment on this subject:-

< CANALIAN PACIIC RAILWAY,

"OFFICE OF THI Esaixi-x-Oalar,

OTTAw, 1st February, 1879.

"The Honourable
" The Minister of Public Works

"SiE,-On the 30th ultimo, at noon, the time had elapsed for the reception of tenders

for the construction of that portion of the Paciflo Railway between English River and
Keewatin, 185 miles.

"l It had previously been arranged that the tenders should be opened at 2 o'clock in the
.afternoon. Accordingly the Secretary, F. Braun, to whom the tenders were addreused, laid
on the table all the tenders received. They were opened, numbered and endorsed in the
usual way, in presence~of the Deputy Minister, Mr. Trudeau, Mr. Marcus Smith, the Secretary
and myself.

" We first"'aw that the prescribed conditions with respect to an acoepted bank oheque
accompanying each offer, the printed forme, and other matters, were strictly complied with.

" in each case that the conditions were not complied with, the tenders were thrown out
as irregular. The regular tenders only were recorded as they were opened, on sheets 1, 2, 3
and 4, which accompany this.

"The following is the number of regular tenders received

Rails to be laid ]st July, 1882.

Form A. Engl:sh River to Eagle River, on Sheet No. 5................... 17
Forra B. Eagle River to Keewatin, on Sheet No. 6........................... 12

Form C. English River to Keewatin, on Sheet No. 7..................... Il
- 40
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Rails to be laid 1s1 July, 1881.

Form A. English River 1o Eagle River, on Sheet No. 8.........,........ 20

Form B. Esgle River to Keewatin, on Sbeet No. 9 ......................... 12

Form C. English River to Keewatin, on Sheet No. 10.............. 13
- 45

Total........................................ 85

"The tenders being opened and properly registered, I asked Mr. Marcus Smith to make

a critical examination of the six lowest tenders fôr the separate sections A and B and fer

the combined section C, taking care to have the printed quantities accurately moneyed out
at the rates given in the tenders, in order to test the accuracy of the total amounts in each
ease.

"I herewith enclose Mr. Smith's report, and I wôuld direct attention to what he says,
with much of which I concur.

"First, he refers to the tenders on Form A section, English River to Eagle River; second,
be takes up the tenders on Form B section, Eagle River to Keewatin.

"He points ont what is perfectly true, that there are some manifest errors and inconsis.
tencies in the lower tenders. I could not, therefore, recommend their acceptance as they
now stand, and to attempt to correct the mistakes would alter the relative amounts.

c Coming to the tenders on Form C, for the combined section from English River to
Bagle River, and Eagle River to Keewatin, I find No. 15 to be the lowest 'The parties tender-
ing being Messrs. Moi se & Ce. (Morse, Nicholson & Marpole), of Toronto, the amount
being $5,699,707.

" There are certain advantages of having the whole work placed under one contract, but
Lhesé advantages would be of lttle avail, unless the contractors had prices sufficient to enable
them to execute the work, and unless they were ned of well-kuown experience and con-
tracting capacity, in a case circumstanced like this, and involving such an enormous outlay.

I havei not sufficient personal knowledge of the gentlemen whose nanes are attached to this

tender, to judge, and I am at a loss to understand how they can possibly do the work at the
ée.dingly low rates which they propose to do it for. Had the rates in their tender for the
beasviet kinds of work been higher, and had enquiries which I bave made, indicated that
Morse & Co., had unquestionable experience in similar works and ample resources at thek
command, I would have at once recommended the Government to award them the contract
1or the Combined section. I consider, however, that it would be hazarding the satisfactory
completion of the work, and the early opening of the line, to place the whole 185 miles in
their hands.

" I would rather advise relieving them of the difficult section of 67 miles east of Keewa-
tin, their price for which is $3,364,336, and leave them the remaining 118 miles from Eagle
River to English River. This O4 tract would amount to $2,335,371, and I am of opinion that
this work wou}d be sufflciently large to place in their hands, and that it would be inexpedi-
ent to give theni more, unless Morse & Co. can satisfy the Government that they possess or
control greater skill and capacity than I am aware of.

a Referring to Sheet No. 5: I find that there are several parties who offer to execute the
section from English River to Eagle River, for less than Morse & Co. With regard to these
tenders I would refer te the report of Mr. Smith, the mistîkes discovered, the insufficiency
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of the prices, and the absence of inÉOrmaton respecting the ability and standing of the
parties for such a large contract. Messrs. Wardi-op & Rose, of Toronto, (No. 10), well known
men, however, undertake to do the same work fbr practically the same amount as Morse &
Co., the difference betweeh the foals in these tenders being only abont $1,000, and which
diference may ultimately be foùnd, one way or another, as the quantities msy vary in actual
execution. Some of Wardrop & Rose' prices are very low, but these men have the reputation

of being skilful contractors of wide experience, aiid iot likely to fail in anything they my

undertake.
" By awarding this portion of the railway to Morse & Cd., or to Wardrop & Co., there would

remain the sixty-seven miles from Eagle River to Keewatin, for which, I think, Morse & Co's.

prices are inadequate. I find the next làWóst tender for this section is No. 11, Andrews,
Jones & Co., of Newburgh and Brooklyn, New York, and St. Catharines, $3,91.5,942, but I have

no'personal knowledge of the men, and I can learn nothing in the Department regarding
ien; besides their prices are somewhat iidofikious, and, taken with their tender, generally

indicate a want of due appreciation of the dttlculties. For example, rock excavation, by far
*âe heaviest item in the tender, is rated at very much less than experienced mon think it can
be done for, and less than five-ninths the price we are actually paying for the saine class df
work on the contiguous section West of Keewathi; and again, they do not appear to think
that time is an important element th them in executing the work, as they make no offer,
except for the shorter period prescribed, indicating, I think, a great lack of knowledge of t:,
peculiarities of the country through which the line is to be built.

" The next tender (No. 25, Fraser & Co.,) Fraser, Grant & Pitblado, of New Glasgow, the
amount is $4,130,707. I know these contractors to be skilful, energetic men, having
satisfactorily completed, under my supervision, portions of the Intercolonial Railway and its

branches. I would not hesitate to place this work in their hands at the price they offer to do

it for,
"By thus dividing the works, I think there is a reasonable probability of its being coma-

pleted within the specified time, at as low rates as it can be done for-at lower rates indeed

than are being paid on the contiguous sections, Nos. 15 and 25, now under construction.
"1I am aware that there are objections to discriminating in this or any other way, but of

one thing I am satisfied, unless the work be put under contract at prices which will involve
the contractors in no serious loss, the consequences will be most unsatisfactory, and it can
scarcely fail, in the long run, to cost the publie a great deal more than if let in the first place
to good, skilful men and at fair paying prices.

"Should the Government be disinclined to discriminate in any way, the only course left

is to let the work on the lowest tenders, and deal with the difliculties or disasters which may
follow as they arise.

"I have not referred to the tenders for completing the work, so as to have the rails laid
throughout by July,1881. I have always entertained doubts as to the practicability, at a
reasonable cost, of accomplishing this. There would not be the slightest difficulty in getting
some men to undertake it, regardless of the peculiar circumstances of the case. It would be

quite another matter to get the work out of their hands by the time fixed, unless their
resources were great and their prices very liberal indeed, such, in fact, as would warrant them

in pushing the work at whatever cost.
"I am aware that it is considered of very great moment that the line should be opened

for public use as early as practicable. I would accordingly suggest that, in addition to the



stipulation in the 18th clause of the printed form of indenture, that " time " shall be deemed tO
be of the essence of " this contract," a substantial bonus be offered the contractors for every
month they may be in advance of the time, and, on the other hand, a heavy penalty be exacted

for every month or week that they may be behind, ample funds being retained

in the hands of the Governinent, out of which to deduct the penalty should it be necessary to
enforce it.

" Whichever course the Government may adopt, I would strongly advise that no time be

lost in having contracts executed, so as to afford the contractors an opportunity of making an

early and vigorous beginning of the work.
" In the country draining into the Lake of the Woods and Lake Winnipeg, the sun is

generally very powerful after the month of February, and soon renders the winter roads un-

serviceable.
" Full advantage should be taken of the short period that will elapse before the breaking

up of the ice, in conveying to the accessible portions of the sections, food for mon and horse,
explosives, tools, plant and all necessary supplies. Unless this be done, I greatly fear that a
great part of the coming summer will be lost before an actual beginning [of construction be

-effected.

" I have the honour to be, Sir,
"Your obedient servant,

"SANDFORD FLEMING,
i Engineer-in-Chief."
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CONTRAOT No. 41.

FORM OF TENDER A.

CANADIAN PAcIFIC RAILWAY.

English River to Eagle River-118 miles.-

(To be opened 1st Tuly, 1882.)

LisT of Tenders received, 30th day of January, 1879.

No. Name.

1 Marks & Gonmee............. .......... .......................

2 Charlebois & Shanly ......................... ........ ...........

3 Denis O'Brien........................................ .........

4 Wardrop à Ross................ . .............

5 J. R. McDonel1........................ .......................

6 James Goodwin & Co...............................................

7 Robert H. McGreevy...............................................

8 Manning, MeDonell à Go. .... ........ ....... e. ..... ,

9 James S. Grant à Co...... ...... t............... .........

10 Purcell, Ginty k Ryan.................... .................

Il F. B. McNamee Go............ .........................

12 Walsh k Mcarron................................ ..............

13 Pitblado, Fraser & Grant......,........................ ........

14 Stevens, Turner, Burns & Go.................. .. ............

15 H. 0. O' Reilly .  ..............................

16 Wm. Hendrie ... ......... . . . . ..........

17 Fergueen, Symmes, Mitchell & Co......................

1ST COLUMN.

As per Tender. As Revised.

- $ $
13 2,203,896

17 2,207,534

12 2,305,754

10 2,324,499

18 2,353,602

14 2,397,335

26 2,412,520

19 2,504,523

20 2,508,420

21 2,528,843

6 2,612,65

22 2,661,591

26 2,699,055

23 2,805,791

5 2,825,217

3 3,019,766

4 3,190,29 t

2,203,869

2,207,674

2,310,754

2,334,491

2,353,6>

......e.. ........ .......

...........................

... ....... .......... ..... ....... .
... ..................

.... ...............

....... ..... .........,eto

....... ......... .........

................... .
..............
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C0N~N~AO~tS.

FORM OF TENDEIR t.

OLbI»AN PAIttre RAI.*ÂT.

E9ge River to Kee*atin--7 millès.

(1*6 6e opeeèJ it JuZy, 18gi.)

Lrr of Tendère received, 3oth day of January, 1879.

IsT C
Ap.e NTme. dr

I As per Tender.

forse, Nicholson & MaTrpole..............................

Fraser, Grant & Pitblado......... ..... ..............

JManning, MeDonell & C. ................... .....

Jatmes Goodwin & Co........... .. ...... ........ .................

WaLd rop & Ross .................... ................

F. B. McNamee & ..o..... ................

Joseph W hitehead...................................................

Ferguson, Symmes, Mitchell & Co. .. ........... .........

Loos & McRe.... .... ..............

Denis O'Brien........ ........................... .....

Robert H. McGreety. .................. ...... ..

Iffunter, Murray & Booth.......... . ...................

15

25

19

14

10

6

8

49
12

26

2

3,364,274

4,130,707

4,158,933

4,313,135

4,343,747

4,404,196

4,587,064

4,882,639

4,774,5«

4,774,740

4,833,005

4,987,876

oLUNN.

As Revised.

9,364,336

4,130,767

4,157,93

4,313,15

4,347,867

...... ...e" .......... e

..c... ..e... ...e4...... e...
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CONTRA,ÇT No. 41.

FORM QF TENDER -.

cAixDL P*omo R4uwL z.

Knglish River to Keew.atin-185 miles.

(To ibe opsrmd 18t Jly, 18M2.)

Lra- of Tenders received, 30th 1ay of January, 1879.

59. Name.

1 s%.ç,:Nicholson & rpoe..............

2 ...... r.. ................................ ..............

3 Wa op & R..................................... ..............

4 jbssQoodwin & 0 .......... .. I...... ................

?,uaoej,:Ginty & Rysa.... .... ...................... ,...

6 Manuing, McDonell & ......... ....................

7 IF. 13. McNamee & 0o ......... ....... ..... .......... ...... .........

.8 Joseph Whitehead . ........ ............................

9 Forguaon, Symmes, MIteoel & 0o . ......

10 Loss& MoRae . .... ...... ...........................

il Stevens, Turner, Burna & Go ................ .......

18T OLXJN.

De
As per Tender. As ftevised.

15 5,699,645 5,699,707

12 6,678,859 6,6,8,859

10 6,668,246 682y346

I14 6,731,000 6,731,0L5

21 6,731,614

19 6,793,467

6 7,021,301

8 7,576,811 ......... ....
4 7,872,933

8,051,873

9,547,181 .....
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366 CONTRACTS.

FOIRM OF TENDER A.

CANADIAN Picrrio RAILWÂY.

English River to Bagle River-118 miles.

(To be completed 1st July, 1881.)

LIsT of Tenders received, 30th day of January, 1879.

Z 2ND COLUMN.

No.t Name.

As per Tender. As Revised.

$ $
1 Andrews, Jones & Co.............. . . 2,248,585 2,239,525

2 Marks & Conmee..................... 13 2,300,196 2,300,196

3 Denis O'Brien................. ........... ............................. 12 2,421,041 2,426,291

4 Charlebois & Shanly.............................. 17 2,423,036 2,431,386

5 Wardrop & Ross,................. .............. ............ ........ 10 2,440,724 2,440,724

6 Hunter, Murray & Booth................ ......... 2e490,980 ...............

7 J. R. Macdonnell ...... ................................ 18 2,505,747

8 James Goodwin & Co.. .................. ..................... 14 2573,297

9 Purcell, Ginty & Ryan........................ .................... 21 2)604,643

10 James S. Grant & o...........................20.2,.33,842...........

il Manning, McDonell & Co ..... ........ --....... 19 21....72 .......

12 Robert H. McGreevy........ .. ........................... 26 2,774,328

l3 jH. C. O'Reilly ...................................... 5 2,825,217 ,...........

14 Pithiado, Fraser & Grant.......................... ... 25 2,860,199 i'..............

15 Hurlbtnt, Orenneil & Campbell .. ..... ..... 124 I 2,945,707 ......... ....
16 P. B. lWNamee & (o.................................... 6 2,976,565 ....................

17 Stevens, Frazer, Burns & Co. . ..... ... ....... 23 3,086,37 ...............

18 Wm. Hendrie.0...........53 3160,766 ...........

if Walsh à McGarron .................................. .... 22 3,202,459

20 FergUsORi SYmmes, Mitchell C.................4 3e366,488



CONTRACT No. 41.

FORM OF TENDER B.

CANADIAN PACmo RArtWÂY.

Eagle River to Keewatin-67 miles.

(To be completed lst July, 1881.)

LIsT of Tenders received, 30th day of January, 1879.

2ND COLUJMN.

No. I Name.

As per Tender. As Revised.

$ $
1 Morse, Nicholson & Marpole..... ................................ 15 3,467,506 3,467,568

2 Andrews, Jones & Co................. ......... il 3,915,942 3,915,942

3 Manning, MeDonell & Go...... . ........... . ..... 19 4,470,275 4,470,272

4 W ardrop & Ross..............................,....................... 1e 4,647,809 4,652,196

5 'James Goodwin & Co.................. .... ..... .................. 14 4,716,606 4,716,606

6 Joseph W hitehead............. .. ................................... 8 4,722,954 .................. .....

7 Ferguson, Symmes. Mitchell & Co .... ....................... 4 4,920,230 .......................

8 Denis O'Brien............................................ ..... .....................

9 F. B. McNamee & Co......... ......................... 6 5,136,796 ............

10 Loss & McRae... .... .......................... - 9 5,213,544 ................. .........

Il Hurlbert, Crennell & Campbell........... ... ........ ......... 24 5,250,852 .........................

12 Robert H. McGreevy ................................................ .... 5,799,606 ......
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Name.

Morse, Nicholson & Marpole .......... ..........................

Andrews, Jones & Co ......... ........ . ......... ......... .........

Purcell, Ginty & Ryan .............................................

Denis O 'Brien .........................................................

Wardrop & Ross ......... ......--.............................

James Goodwin & Co .............................

Manning, .i'cDonell & Co. ......... . .........................

F. B. McNamee & Co..........................

Joseph Whitehead ...................................................

Hurlbert, Crennell & Campbell .............................

Ferguson, Sy mmes, Mitchell & Co. ................ ........

Loss & McRae ...................... ..................

Stevens, Turner, Burns & Co.....................................

CONTBAcWTa

FORM OF TENDER C.

CANADIAN PACIFIC RAILWAY.

English River to Keewatin-185 miles.

(To be completed 18t July, 1881.)

LIST of Tenders received 30th day of Jannary, 1879.

No.

2ND COLMMN.

As Revised.

5,937,732

6,062,559

6,903,364

7,012,802

7,092,920

7,428,778

...........................

. ...... ..................

......... ......... .........

......... ..................

...........................

...........................

...........................

As per Tender.

5,937,670

6,062,559

6,903,364

7,012,802

7,088,533

7,394,428

7,567,590

7,728,251

7,803,141

7,916,839

8,286;719

8,944,838

10,501,899



OONTRACT No. 41.

Sir Charles Tupper, then the Minister of the Department of Public
Works, has testified that the importance of gettinfg this work done at as
early a day as possible would have induced the expenditure of a larger suni
under one contract, for the whole distance, than might have been callecI
for by separate contracts ; that the increased price which was asked in this
case by the tender for the whole line under the Form C as aforesaid, over
the aggregate of the prices demanded by the lowest offers for the separate
sections, would not have been of itself any reason for not accepting the
tender for the entire distance, and had this one of Morse & Co. at $5,699,645
emanated from contractors of sufficient strength and resources, it would
have been favourably considered; but that, as far as could be ascertained,
placing the work in their hands would not have been likely to secure the
advantage for which the higher price would be willingly paid, therefore
it was decided to let the work by sections.

In addition to the three methods above mentioned in which, tenders
had been invited, namely, for the eastern link of 118 miles, the western
link of 67 miles, and the whole distance of 185 miles, offers had been asked
by the said advertisement, to be based on different prices for each of these
distances according to the time at which the tenderer was willing to
finish the work.

Each tender had two columns, the one to contain the price asked for
completing the work by the Ist July, 1883, and ready for passage of trains
by the lst July, 1882 ; the second, for completing each stage one year
earlier, ie. the whole by the lst July, 1882, and the passage of trains by
the lt July, 1881. Where any distinction is made in the tenders on this
su.bject, the price asked for the earlier period is higher than the price asked
for the later period.

Mr. Fleming pointed out that taking the earlier period as a basis for con-
tracts would lead to disappointment and an unnecessarily high price, be-
cause it would be in effect promising a rate which could not be earned, and
he recommended adopting the later periods and lower prices as the basis of
the bargain, subject, however, to a bonus being paid if the work should be
done earlier than the contract positively called for. This course was
adopted by the Department, and steps were taken to deal with the tenders
on the basis of the longer periods and lower prices.

It will be noticed that Mr. Fleming's report above set out recommends
negotiating at once with some of the tenderers who had not made the

24
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lowest offers, and he gives what seems to us to be valid reasons for so
doing; but, according to the evidence of Sir Charles Tupper, the Department
felt that to be an embarrassing proceeding, owing to the fact that the eligi-
bility of the parties had been established according to a prescribed test,
namely, the deposit of a stated sum with the tender, and therefore the
course of applying first to the lowest tenderers was followed.

The lowest tender for section A, on the long term, for comple-
tion, was made by Messrs. Marks & Conmee, at $2,203,396, and
it is the basis of this contract, No. 41, now under consideration. The prices
aud the total sum named in the tenders wero not in this case taken as a
4>atter of course to be those intended by the persons who submitted them.
Mr. Fleming asked Mr. Marcus Smith to revise the calculations, and also to
consider the offers in respect to their reasonableness

The following is Mr. Smith's report on the subject:-

"CANADIAN PACIFIC RAILWAY,

" OFFICE OF THE ENGINEER-IX-CHIEF,
" OTTA, January 31st, 1879.

"Si,-In accordance with instructions, I herewith enclose an abstract of six of the
lowest tenders for the construction of that portion of the Canadian Pacifie Railway between
English River and Keewatin, 185 miles, with some remarks on the same:-

" Form A, English River to Eagle River, 118 miles. The lowest tender on this form is
No. 13, Marks & Conmee, but the rates are not consistent; there are also some evideht errors,
and some of the items betray a want of knowledge of the work, or else are used disingenu-
ously to lower the bulk sum, or perhaps in the hope that other work will be substituted, for
instance:-

" st. Platform of logs in crossing muskegs, the rate put down is less than half a cent per
enbie foot of timber.

"2nd. Earth borrowing, with haul of 1 to li miles, the rate is 10 cents per cubic yard,
which muet have been intended as additional to the ordinary rate of 25 cents. This corrected
would increase the amount by $52,500.

« 3rd. Bridge masonry, $S.00 per cubie yard ; culvert, $4.00 per cubic yard; concrete,
$1.00 per cubie yard. All these rates are absurd.

" 4th. Cast-iron pipe, $3.50 per foot run. This is about one-half the price of the metal.
" The next lowest is No. 17, Charlebois and Shanly. There are some inconsistencies in

this, and generally the rates are exceedingly low, such as would be suitable in the settled
portions of the Dominion. Some of the rates for timber are just what the rough timber would
cost, so that tiere is no allowance for labor in putting it in the work. This tender bctrays a
want of knovledge of the diffieulties in prosecuting work in an outlying, unsettled country.

" The third is No. 1l, Andrews, Jones & Co., and is extended only in the second column.
" The rates are exceedingly low in the main items of rock and earth excavation.

" The fourth in order is No. 12, O'Brien.

8 There are some inconsistencies in this tender.
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CONT ZACT No. 41.

" Crib-wharfing is put down at $2.50 per cubie yard, and ballasting the sane as earth
excavation, making no allowance for haul and lifting track.

"The fifth is No. 10, Wardrop & Ross. The rates for rock excavation and masonry are
excessively low, otherwise the items are generally consistent.

"Forin B, Eagle River to Keewatin, 67 miles. The lowest tender for this is No. 15,
Morse & Co. h'lie rates on the large items of rock and earth excavation, ties and ballasting
are excessively low, and are altogether inconsistent with our knowledge of the difficulties of
access to the country, the nature of the rock and the experience of the cost of coritiguous
works. I do not think it possible that the works could be carried through at the rates in this

tender, and, if attempted, a breakdown may be expected, involving loss of time and ultimate
additional cost. The next in order is No. 11, Andrews & Co., and the rates are extended only
in the second column, which clearly indicates want of knowledge of the difficulties of the
country. There are some inconsistencies, also, which show a lack of information as to the
nature of the rocks. Solid rock excavation is put dow at $1.50 per cubic yard, and the rock
borrowing, that is, widening the cuttings, at $ 1.80 per cubic yard. The large-sized timbers
which will probably have to be imported, are put down at about cost price, leaving nothing
for labor in work. The rate for ties i-s also low, as timber is scarce in this section. I should
doubt the possibility of carrying out the work at the rates in this tender without loss. The
third in order is No. 25, Fraser, Grant & Pitblado. The rates in this tender are rather low
on the large items, but generally consistent, except those for tinber, which indicate that the
parties tendering are not aware of the scarcity of good sized timber on this section. 'he
next three tenders are Nos. 19, Manning ; 14, Goodwin ; and 10, Wardrop. These call for no
special remarks, as they are generally consistent. The last two are the best.

'.Form C, English River to Keewatin, 185 miles. The lowest tender on this forim is No.
15. The rates for rock excavation, tics and some other items seen ahsurdly low, and betray

ignorance of the difficulties of the country, scarcity of timber, etc., and a want of practical

knowledge of the nature of the rocks, the great cost of getting forward plant, nachinery and
supplies for men and horses. The rates seem more applicable to sar.dstone or liiestone, in
a well settled country, with good roads, and it would be contrary to all our experience with
contignous contracts to expect that the work could be carried througlh at the rates in this
tender.

" The consequence of a breakduwn woul be delay, by whiich the business of the country,
and the colonization of the North-West Territories, would stifILr; besides, a great additional
cost would be entailed in re letting the work.

" The next in order is No. 11. Andrews. This is earried out only in the second column,
and the sanie remarks apply to it as to the last, though in a somewhat different degree. TIhe
two tenders have a strong family resemblance, with a little transposition of the low rates. I

should not consider either of then good tenders or likely to have -ood results if accepted.

" The tenders next in order are No. 12, 10, 14 and 21, to B. W. I. Goodwin. The rates
for rock excavation in No. 12 seem barely sufficient to cover actuil cost, and the large sized

timber would certainly cost more before it reached the pois where required; than the rates

given for it in the work, thus allowing nothing for labor; othrivie this tenders ems tolerably

consistent. The last threc tenders seem to have been wel1 corside:'d, a id niy be classed as
fair and honest tenders. No. 10 has no rates for the seîeral items, but the totals are tiose

of the tenders by the saine parties for Formas A and B.

2Ig
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" Attached to No. 14 is a proposal to construct the whole of the works between English
River and Keewatin for a fixed sum. The party proposes to reduce the quantity of earth
excavation by a process that appears feasible, though at somewhat greater cost per cubie
yard. They could probably effect a considerable saving on the whole, as also, a rock excava
tion, and long hauls by substituting structures at some points.

"I have extended the net quantities at rates to bring the whole arnount within this bulk

sum. These rates would be moderate, but without a due allowance for contingencies, which

might be considerable, in crossing the many arms and bays of lakes. The party, however,
asks to have the benefit of any other reductions in quantities so as to cover this contingency.

" If the proposal were in order I would consider it the best tender received, viewed with

the light of our experience in other contracts where the final amounts have so greatly ex-
ceeded those estirnated at the letting of the contracts.

"I arn, yours very truly,
"MARCUS SMITH."

" SANDFORD

" Engineer-in-Chief.

ABSTRACT of Tenders for the construction of the Railway between English River
and Eagle River.

FORM OF TENDER A.-118 MILES.

No. Contractors. Sureties. Year 1883. Year 1882.

13 Thomas Marks ......... .................
James Conmee ......... ......... .........

A. M. Smith .............................
W . W . Keighley ........ ..............

SA. Charlebois .......................... L. Z. Mallette. ...............
E. Shanly ................ A. Bowie ....................

12 Denis O'Brien ..............................

(Andrews, Jones & Co. .........
\ 1 John P. Andrews ................

J. . Drake ............................
10 John Wardro.
10John Ros..p 9...........................

...........................

18 J. R .Macdonell..................

R. Warmington ......................
Louis Paré ..................

Albert Chatfield .....................
John Ileney ........................... j

A . Myers ...........................
John W. Wardrop ..... ..........

Joseph Kavanagh ..........
R. W. Cruice ..... ...... ........

2,203,869

2,207,674

2,300,196

2,431,386

2,310,754 ..................

2,334,499..... 
*.

. 2,353,602

2,2397525

2,440,724

2,505,744
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CONTRACT No. 41.

ABSTRACT of Tenders for the construction of the Railway between Eagle River
and Keewatin.

FORM OF TENDER B.-67 MILES.

No. Contractor. Sureties. Year 1883. Year 1882.

G. D. Morse ............................ . Close .........................
15 Frank Nicholson............. .......... A. J. Thompson ................... 3,364,336 3,467,568

R. Marpole ............................... W alker Morley ......................

Andrews, Jones & Co. ...............
1 John P. Andrews ...................... Albert Chatfield ............
N. F. Jones............................... John Heney ...... ........... ........ .... 3,915,942
J. H . Drake ..............................

James II. Fraser & Co.............. Wm. Fraser & Co........... 
26 George G. Grant....................... M. ae . 4,130,707 ..................

lJames M. Pitblado ..................... John M. Blackie ................ ...

f Alex. Manning...... .......... .........
John Flint. ................. J h Kavanag ...........

19 Alex. MeDonell............ .. H ...... osep 4,157,933 4,470,272
John J. McDonald........ .. C. H. Mackintosh ...................
James Isbester...........................

14 James Goodwin............ ............... E. Griffin ........................... 4,313,135 4,716,606:
(A. Mortimer .............................

10 JJohn Wardrop ........................... A. Myers ......................... 4,347,847 4,652,196
John Ross ................................ John W . W ardrop ............... .

ABSTRACT of Tenders for the construction of the Railway between English River
and Keewatin.

FORM OF TENDER C.-185 MILES.

No. Contractor. Sureties. Year 1883. Year 1882.

G . D . Morse .............................. Close ..................................
15 Frank Nicholson........................ H. J. Thompson ........................ 5,699,707 5,937,732

Richard Marpole ........................ W alker Morley... .......................

<Andrews, Jones & Co. ........
John P. Andrews .............. Albert Chatfield ................. 6062
N. F. Jones. ....................... John Heney ...... ................ ...
J. H. Drake ........ .. ..................

12 Denis O'Brien ................. ~. R. Warmington ......... 6,628,859 7,012,802
. Louis Pare ............ ........... 6

10 J John Wardrop ........................... A. Myers . . ..................... 6,668,246 7,088,533
( John Ross . ............................... John W. Wardrop ...............

14 James Goodwia....... ....... ............. E. Griffin..................... ......... 6,731,015 7,428,778
1 A. Mortimer ...........................

Patrick Purcell ................ Turner ...............
21 John Ginty JonTr............................. 6)731,614 6,903,364

1 gHugh Ryan .................... Roert Beat
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On the 12th February, Mr. Fleming, having made enquiries concerning
the standing of some of the tenderers, reported as follows:-

"FURTHER COMMUNICATION from Sandford Fleming, Esq., to the Honourable the Minister of Pub-
lic Works, dated Ottawa, the 12th February 1879, in referance te his Report, dated
Ottawa, lst. February, 1879, on the tenders received for constructing the sections of
the Canadian Pacifie Railway between English River and Keewatin.

"CANA&DrIAS P&crrIc RÂILWÂY,

"OFFIcB OF TuS ENGINER-IN-CHIEF,
"OTTAWA, Febrnary 12tb, 1879.

"SiR,-In my report, dated February 1 st., on the tenders received for constructing the
sections of the Pacific Railway between English River and Keewatin, I felt that I could not
advise the Government to accept the lowest tenders for reasons given.

"You deemed it advisable, however, to have enquiries made respecting the resources,
skill and experience of the parties who sent in the lowest tenders, and accordingly I was
directed, along with Messrs. Trudeau and Smith, first to see Morse & Co., they being the
lowest for the whole work. Form of Tender C: We had an interview with Messrs. Morse &
Nicholson respecting the firm, and heard all they had to say. It was subsequently explained
to them that it would be expedient for them to seek the co-operation of some other persons
who had the experience and qualifications, which they appear to want, in conducting a work
of such magnitude. Messrs. Morse & Co. have, for some time, been endeavouring te strengthen
their hands, but I have been unable to learn that they have succeeded in getting men of
sufficient skill and experience to join them in the contract. This is not at ail surprising when
the extreme lowness of the rates in their tender is taken into account.

" The next tender (Form C) on the list is that of Andrews, Jones & Co., of New York,
Brooklyn and St. Catharines, $6,062,559. I have already referred to these gentlemen in my
report of February.

"I have since made enquiries of gentlemen from St. Catherines and others, but I have

not succeded in gettting any satisfactory information respecting them.
" The next tender is that of Denis O'Brien. I have had an interview with Denis O'Brien,

aaÙd have made enquiries about him, and am favorably impressed with him as a contractor.
His name appears to stand well in the Department, but his operations appear to have been
C0nfined to comparatively small contracts, and I scarcely think it would be expedient to place
the whole 185 miles in his hands.

"Imlediately above Denis O'Brien come several unexceptional tenders from well-kno$qn
cont actors. The tenders stand in the following order, viz.:-

- rop & Ross...............,............................................ $6,682,346
James Goodwin & Co...................................................... 6,731,215
Purcell, Ginty & Ryan................................................... 6,731,614
Manning, McDonell & Ce............... .............................. 6,793,467

"Turning to tenders, Form B., Eagle River to Keewatin, I have already referred to the
parties who have sent in the two lowest tenders-Morse & Co. and Andrews, Jones & Co.
The next on the list is that of Messrs. Fraser, Grant & Pitblado, $4,130,707. In my report of
February ist I referred to these contractors, and I have only now to state that if, in addition
to their skill and experience, they can bring satisfactory evidence of the resources at their
command, I am of opinion that the work may be placed in their hands.
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" It is more difficult te advise with regard to the tenders (Form A) for the section be-
tween Indian River and Eagle Rtiver. I can learn nothing about Marks & Conmee te satisfy
me that they have the necessary resources, skill, and experience for so heavy a contract,
besides which there is an errer in their tender which, if corrected, would nake their tender
not the lowest and would bring us te that of Charleb-is & Co., the next on the list.

"I can learn but little of Charlebois & Co. as contractors. Mr. Charlebois is spoken of
in the Department as a good business man who lias recently turned te contracting, but who
has had but little experience in the construction of works of any kind, particularly railways,
and that his means are liniited. In August last, however, Charlebois & Co. entered into an
agreement to construct the Georgian Bay Branch. This, I should say, is a sufficiently heavy
contract, and, as far as I am informed about their resources, one which will probably require
all their energy and means te carry on.

"The next tenders on the list are those of

Denis O'Brien................................................................ $2,310,754
Wardrop & Ross................................................... 2,334,499
J. R. M cDonell............................................................. 2,353,602

"It has already been stated that although Morse & Co. furnished no special tender for
the section (Form A), their tender, Form B, deducted from their tender, Form C, gives $2,.
335,371. Independently of this, itwill be seen thatwe have several proposals te construct the sec-
tion from English River te Eagle River, with an extreme difference of less than two per cent'
on the whole. It remains for the Government to select one of these ; the ordinary course
being te begin with the lowest and pass upwards to the next, until parties are reached who
can satisfy the Government as te the skill and exper:ence they can bring to bear upon the
work, se as te have it completed satisfactorily by the time and according te the conditions of
the contract.

I am, &c.,
"Your obedient servant,

"SANDFORD FLEMING,
" Engsneer-in-Chief."

On the 13th February the followiug letter was written by Messrs.
karks & Conmee

"OTÂwA, 13th February, 1879.

"Smi,-In the event of section A, of the Canada PaciÉe Railway, being awarded to our
téider, we will associate with us in the contract Messrs. Purcell, Ginty & Ryan, the cont4e-
tors for the rection east of the one in question, and all preliminary arrangements made by
them with the Government respecting our tender will be satisfactory.

" We have the honour to be, Sir,
"Your obedient servant,.

"THOS. MARKS,
"JAMES CONMEE.

4 Hon. Dr. TUPPER, C.B.,
"Minister of Public Works."



After which the following correspondence took place

"OTTAw, 20th February, 1879.

SGENTLEMEN,-In reply to your letter dated 13th February, but received to-day, informe
Ing me that in the event of section A, of the Canada Pacifie Railway, being awarded to your
tender, you will associate Messrs. Purcell, Ginty & Ryan with you in the contract, and that

l preliminary arrangements made by them with the Government respecting your tender

will be satisfactory, I bave to say that the Government are prepared to enter into a contract

with you, associated with Mesars. Purcell, Ginty & Ryan, provided the required deposit is
made within one week from to-day, but that the contract must be made upon your tender,
without any modification of any kind whatever in its terms.

"Yours faithfully,

"CHARLES TUPPER.
"Tmuoss Xmam, Esq., and
"JAxas CoJrU, Esq., Otawa."

"OTTWA 21st February, 1879.

"SlE,-We beg to &c0knowlege receipt of yours of the 20th inst., informing us that the
contract for section A, of the Canada Pacific Railway, had been awarded to our tender, pro-
viding that we would associate ourselves with Messrs. Purcell, Ryan & Ginty, and that the
required deposit would be made in one week from this date, all of which we agree t-, and
iequest that the names of Patrick Purcell, Hugh Ryan and John Ginty be substituted for
that of James Conrmee in the contract, having made arrangements with Mr. Conmee to thak
effect.

"We bave the honour to be, Sir,
"Your obedient servants,

"MARKS & CONMEE.
"Hon. Dr. TUPPER, C.B.,

"Minister of Public Works.'

"OmÂw, 27th February, 1879.

"DAÂR SI,-The tender of Mr. Marks and myself for the construction of section A of
th* Canadian Pacific Railway, having been accepted, I beg to inform you that it hae been

Peed that Messrs. Patrick Purcell, Hugh Ryan, and John Ginty shall be associated with Mr.
Marks in the contract in my place. I therefore beg that you will allow the said gentlemen,
viz., Messrs. Purcell, Ryan and Ginty to sign any contract that may be awarded for the said
section, and to substitute the said gentlemen for me in all matters, as if they had tendered
instead of myself.

f' You will QàSO please allow Mr. Marks to withdraw the deposit of $5,000 paid in on the,
said tender as he bas put in bis proportion of the security in full.

" I am Sir,
" Your obedient servant,

"JAMES CONMEE.
* The Honourable

" The Minister of Public Works.

" Witness: P. PURICcL."
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" CANADIAN PAcIFIC RAILWAY,
e Oruicu or TaiE N II HF,

OrviwA, lst March, 1879.
"Sis,-As the tender of Marks & Conmee, Form A, has been accepted, I deem it my duty

to again point out what appears to be a mistake.

" I think it is due to those who offer to perform the work that the mistake should be-

pointed out to them before they execute the contract.
"The price of ordinary earth excavation in the lst column of the tender is 25 cents, and

in the 2nd column 26 cents.
" The next item is earth borrowing, with baul of 1 to lî miles, and the price in both col.

Umns is 10 cents. As this includes a long haul in addition to the cost of excavating, the

price should really be higher instead of lower than ordinary excavation.
" The 18th clause of the specification provides that under ordinary circumstances the

maximum haul shall be 13 cents, for a haul of 2,500 feet or upward; this rate is to be added

to the price of ordinary excavation, viz., 25 cents, making 38 cents per yard.
"The item to which reference is now made is for extra long haul, from 5,280 to 9,240

eet, and which it was intended should have aspecial rate. I shall be obliged, however, under
the specification and printed form of tender to money out all excavation with this extra long
haul at only 10 cents.

" I think the contractors should be informed that payments can only be made in con-

formity with the exact terms of their tender as above set forth.
"I have the honour to be, Sir,

"Your obedient servant,
" SANDFORD FLEMING,

"Engin eer-in- Ch'ief.
* The Honourable

" The Minister of Public Works."

Messrs. Marks, Qinty, Purcell & Ryan were specially notified of the
prices of the tender as pointed out here by Mr. Fleming, and they decided
to abide by its exact language, and signed a writing to that effect.

On the 3rd March, 1879, the following Order-in-Council was passed:-

«Cory of a Repo/t of a Committee of the Honourable thé Privy Council, approved by His

Excellency the Governor General in Council, on the 3rd March, 1879.

" On a Report from the Honourable the Minister of Public Works, stating th, L tenders
have been invited and received for the construction of the 185 miles of the Canada Pacific

Railway between English River and Keewatin.
" That these 185 miles have been divided into two sections and the tenders made on,

forme called 'A' and 'B,' the firet 'A' covering the 118 miles between English River and EuL1e
River, and the second ' B' the 67 miles between Bagle River and Keewatin.

" That the forma of tender used contain two columns, the first being for the insertion of
the rates required by the tenderers to complete the works by the 1 st July, 1883, and have
them ready for the passage of through trains hy the 1it July, 1882, and the second column for
the rates required te complete the works by lst July, 1882, and have them ready for th, pass-

age of through trains by the lt July, 1881.
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" That the two lowest tenders received for the 67 miles section-form ' B '-for doing the
work in the shorter period are:-

"Morse & Co................................................................... $3,364,274
"Andrews, Jones & Co......................................................... 3,915,942

C That Messrs. Morse & Co., who have been offered the contract upon their tender, have
refused to take it, by a letter addressed to the Department, dated the 25th February, 1879.

"IThat by direction of Couneil he, the Minister, has notified Messrs. Andrews, Jones & Co.
that a contract would be entered into with them for the section, Form ' B,' provided they
made the required deposit of five par cent. upon the amount of their tender by four o'clock
p.m., this day, Saturday, 1st Marcb.

" That the lowest tender made for the 118 miles section, Form 'A,' for executing the work
l the time stated in the firt column or the long period, is from-

"Marks & Con re............................................................... $2,2. ,896

"And tho two lowest for doing the work in the time stated in the second column, or the short
period, are from--

"Andrews, Jones & Co....................................................... $2,248,585
"Marks & Conmee............................................................. 2,300,196

"That at the written request of Messrs. Marks & Conmee, the names of Mesurs. John
Ginty, P. Purcell and Hugh Ryan, well known and erperienced contractors, have been asao-
ciated with Mr. Marks in the tender in the place of Mr. Conmee.

" That Mesurs. Marks, Ginty, Purcell and Ryan have expressed their ability and willing-
ness to complete the work by the shorter period, and have made the required security deposit
of live per cent. on the amount of their tender, or say $115,000, and recommending that the
tender sent in by Messrs. Marks & Conmree on Form 'A' be accepted, and that a contract be
entered into with Mepars. Marks, Ginty, Purcell & Ryan in accordance with that tender; that
they be paid as the works'proceed at the lower rates, viz: those in the first column of the
tender until the 1st July, 1881, when if the rails have been laid and the line made ready for
the Passage of through trains the contractors shall be allowed the higher rates for the whole
werk, vis: those given in the second column of the tender.

" The Committee submit the foregoing recommendations for Your Excellency's approval.

Certified.

"W. A. HIMSWORTH,
4"Clerk Privl, Council.

d The Ion. Minister of Public Works.'i

Subsequently the contract was executed upon the basis of the lower
tender as above mentioned.

We conclude that, in obtaining this contract, the contractors got no un-
due·advantage, and that at the time of awardiUng it the Department had no
opportunity of providing for the work covered by it at a cost less than the
prices given.
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Mr. Caddy became engineer-in-charge of this contract on behalf of the
Government as soon as the contractors commenced operations. He was
'examined as a Witness by us. The line on which the contract was let had
been run through when he took charge, and the work was then being
finally laid out with bench marks, etc., on that portion which was under-
stood to be finally located. Other portions, however, were expected to be
ainended.

The character of the country over this section is very changeable,
varying as often as every five miles-some of it sand, some muskeg, some
rock and some clay. About one-third of it was rock and muskeg, and this
was the most difficult portion to overcome.

Those parts of the line which were to be amended were not cross-sec-
tioned before the contract, and therefore the quantities on the whole dis-
tance were not given with accuracy at the time the contract was let. When
Mr. Caddy was before us it was expected that the quantities executed
would be very much less than those estimated at the time of aski for
tenders, and that the improvements which had taken place in the 1o ion
would shorten the distance considerably. This witness stated as his opimion
that over this contract the distance would be shortened about four and
a-quarter miles, and the cost lessened by about four or five hundred
thousand dollars in consequence of engineering changes subsequent to the
signing of the contract.

Up to the time at which we were taking evidence at Winnipeg, in the
fall of 1880, the work done on this section was satisfactory to the Govern-
ment Engineer, and he stated that the contractors were fulfilling the sub-
stance of their agreement. There had been differences of opinion between
him and them about some matters, but they had been settled generally
without difficulty, sometimes only after reference to the Engineer-in-Chief.

The expenditure on this contract up to the 30th June, 180, was as
follows :-

To 30th June, 1879.................... $ 22,600

To 30th June, 1880........................ 597,800

Total.............................. $619,900
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Railway Construction.

By this contract, dated the 20th March, 1879, James Hugh Fraser,
George Johnston Grant, James Macdonald Pitblado, Alexander Manning,
John Shields and John James McDonald, covenanted to execute and com-
plete the excavation, grading, bridging, track-laying, ballasting, and other
works to be done, according to specifications on that portion of the rail-
way commencing at station 1,290, near the crossing of Eagle River, and
terminating at the easterly end of the 15th contract at Keewatin, in length
about sixty-seven miles, receiving therefor the prices named in the said
contract as applying respectively to the different classes of work mentioned
therein, and upon the quantities then estimated, amounting altogether to.
$4,130,707. A right being reserved to the Government to stop the works
should it appear the expenditure would exceed that sum, or at its option to
proceed with them at the same rates; such work to be completed by the lst
July, 18S3, and ready for passage of through trains by the 1st July, 1882.

Subsequently, by a document, dated the 6th September, 1879, it was,
agreed between the said Fraser, Grant & Pitblado, of the first part, the said
Manning & McDonald and one Alexander Shields, of the second part, and
Alexander McDonell, James Isbester and Peter McLaren, of the third part,
and Her Majesty, of the fourth part, that the said Fraser, Grant & Pitblado
might retire from the said contract, and be relieved therefrom, and that the
said Alexander McDonell, James Isbester and Peter Mc Laren should be
accepted in their stead, the said Alexander Shields having previously
acquired by assignment the interest which the said John Shields had held
in the original contract.

The work under this contract was submitted to public competition by
the same advertisement, and tenders for it were received up to the same
date asfor the adjoining section (contract No. 41). Most of the steps of
the Department of Public Works in the progress of the tendering, the con-
sideration of the tenders after they were received, and the reports of
enginteers upon the character and rank of them have been already described
in our report on that contract. What has been there said concerning the
period before the decision to deal with the lowest tenderers in each case,
may be treated as part of the report on this contract.

The time for receiving tenders expired at noon on the 30th Januury,
1879. They were opened at two o'clock in the afternoon of that day. For
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the present purpose it is not necessary to refer to more than the four lowest
tenders for section B. Of these, the substance was as follows:-

Long Period.

Trains through on

lst J uly, 1882.

Morse, Nicholson & 00.............................. .....

Andrews, Jones & Co................ ...........-.......... ....

Praser, Grant and Pitblado ..... ..................... 4,130,707

Manning, McDonald & Co .......... .................. 4,158,933

Short Period.

Trains through on
1st July, 1881.

$

3,467,506

3,915,942

4,470,2'l5

In this case the contract.was based on the third lowest tender, the two

lower ones were from Morse, Nicholson and Marpole, and from Andrews,
Jones & Co., respectively, neither of which last mentioned firms h-id exper-
ience in contracting for works of this character, or means commensurate
with the undertaking for which they made proposals. Each of them,

for their capital, relied on the probability of borrowing it after they should
be oftered the opportunity of contracting.

The tenders were opened on 30th January, 1879. After this, three
weeks were spent in enquiries concerning the strength and fitness of the
different tenderers and in considering the substance and the character of the
-several proposals, much of it devoted to these two lowest tenders.

At the end of that time, there was strong reason to believe that neither
of these offers could be carried out, and that the acceptance of some of the
higher ones would be best for the public interest, but the Government did
not feel at liberty to take what seemed the wisest course for the reason that
a money deposit with each tender was held to give to the party who had
made it rights which could not be overlooked.

On the 20th February, 1879, the contract was offered to Morse & Co.,

the lowest tenderers, and eight days given to provide the specified security.
On the 24th February no security being as yet provided, Morse & Co., and
Andrews, Jones & Co., who were next above them, and $551,668 higher,
combined and agreed that Morse & Co. should not carry out their tender,
but should amalgamate and share the chances on that of Andrews, Jones &
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Co. On the 25th February Morse & Co. signed a withdrawal of their tender,
and on the 26th delivered it to the Department. (They were subsequently
repaid the deposit which they had made, ostensibly as an evidence of their

good faith.) On the same day, the 26th February, official notice was given
to Andrews, Jones & Co., that the contract was awarded to them, and that
until 4 o'clock p.m., on lst March, the Saturday following, was allowed for
furnishing the specified security.

Under the arrangement between these firms it had been agreed that if
Andrews, Jones & Co. failed to find half the security they were to abandon
all their rights to Morse & Co. On the 28th February, the day before the
time was up, they kunew at New York that they could not find their share,
and telegraphed to a person representing the interests of Morse & Co.,
consenting that all their rights should be assumed by the last named
firm.

On the 1st March the day named for completing the security (nearly
$200,000), Morse & Co. concealing the fact that they claimed the position of
Andrews, Jones & Co., deposited at Toronto about one-fourth of this
amount, and no more. On the 27th February the Secretary of the Depart-
ment had notified Andrews, Jones & Co. that no extension of time would
be granted; nevertheless, Mr. Nicholson, one of the firm of Morse & Co.,
being at Ottawa, and having reason to believe that the Government might
still extend the time if convinced of the financial strength of Andrews,
Jones & Go., induced his firm to make such efforts in Toronto as resulted
in a deposit on Monday, 3rd March, of a second quarter of the requisite
amount, and in the name of Andrews, Jones & Co. On 5th March no fur-
ther deposit having been made, the contract was awarded ·to the tender of
Fraser, Grant & Pitblado at $214,765 higher than that of Andrews, Jones
& Co., and became the foundation of the contract now under consideration.

We attempt elsewhere, in our report on " Contract-letting," to show
that the system which has prevailed in letting contracts for the construction
of the Canadian Pacific Railway is open to this, amongst other objections,
that after weeks or months of time, which can be ill-spared by the country,
have been spent in the effort to get available offers from suitable persons,
the tenders which cone inl, on prescribed forms, for estimated quantities,
according to carefully prepared specifications, and which are ceremoneously
opened and considered by authorized officials may do no more than an-
nounce to the Government prices, at which the tenderers will not do the
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work, and which entail as a certain consequence, the loss of still further
time to discover their worthlessness.

We proceed to give a detailed report of the negotiations amongst ten-
derers and other persons who attempted to be interested in this contract, as
far as the evidence discloses them, because they seem to us to illustrate some
of the weaknesses of the said system-a system which, though the loss of

every day was a serious one, and though the transaction was one of several
millions, in this case made the temporary deposit of $5,000 with tenders,
which were never believed to be capable of fulfilment, a reason for another
month's delay before treating with substantial contractors who, on the re-
ception of the tenders, were reported by the Chief Engineer and understood
by the Minister to be efficient and able.

The firm which made the lowest tender was composed of G. D. Morse,
F. Nicholson, R. Marpole and A. J. Thompson, the name of the last appear-
ing in the tender only as a surety.

Sometime in January; 1879, Messrs. Morse & Nicholson went to the
office of Mr. P. G. Close, a man of capital in Toronto, and asked him to be one
of their sureties in tendering for this work. This led to negotiations which
ended in an agreement. The parties to this agreement have been cxanined

as witnesses. They do not agree in their respective accounts of the object
of the arrangement, or the motives for making it. The following, in our

judgment, are the facts properly deducible from their evidence as a whole.

Morse & Co. felt their weakness in not being known as contractors for

large works, and feared that though the amount of their tender might not

be objectionable, they would be overlooked in favour of some other person,

who might be considered more responsible and efficient.

Mr. Close was believed to be a supporter of the Government and ho

was well known to its members, he was approached with a view of pro-

curing his influence and his recomnendation.

Mr. Morse was a cattle exporter, and Mr. Close says that he intended to

show the Government that Morse & Co. had Messrs. Gooderham & Worts
and other substantial men " at their back." It does not seem to have
occurred to either of these negotiators that Messrs. Gooderham & Worts or
other substantial men could, by their own act or word, show that they
were at the back of Morse & Co. quite as plainly as could be done through

any statement of Mr. Close.
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In fact, Morse & Co. intended and desired to get through Mr. Close,

some more tangible advantage than a mere representation of their circum-

-stances, namely, a consideration of their offer, whatever it might be, more

favourable than others of equal merit, and because of influence expected

to be exerted by Mr. Close or Mr. Shields over members of the Ministry.

Before these negotiations, Mr. Close and Mr. John Shields had been

discussing a method by which they might reap some gain in connection

with the Government works then advertised to be let, and Mr. Close at first

appeared loth to deal with Morse & Co. unless with the acquiescence of Mr.
Shields, so a meeting was arranged and took place between Messrs. Close,
Shields, Morse and Nicholson.

After some bargaining an agreement was closed and reduced to writing
as follows:-

"This agreement made this twenty-second day of January, one thousand eight hundred
and seventy-nine between G. D. Morse, of the city of Toronto, in the couWy of York, con-
i ractor; R. Marpole, of the town of Barrie, in the county of Simcoe, contractor; G. F. Thomp-
ison, of the said city of Toronto, contractor, and Frank Nicholson, of the said city of Toronto,
contractor, of the first part; and Patrick George Close, of the said city of Toronto, merchant,
of the second part.

" Whereas the said parties of the first part are tendering for the construction of section
B of the Canadian Pacifie Railway, and have requested the said party of the second part to
assist thein in obtaining the said contract for construction, and to waive and abandon all
efforts to obtain the said contract on his own behalf, which, in consideration as after mentioned,
the said party of the second part has agreed to do.

" Now, therefore, this agreement witnesseth that if the said party of the second part do
exert bis utmost and all legitima te endeavours to procure for the said parties of the firstpart
the contract for the said section, and act in their behalf, for this special purpose, as their

agent or broker, ani abandon all application for the said contract upon his own personal
behalf, or upon the behalf of any person or persons otber than the said parties of the first

parti and provided tbat the said parties of the first part, or any of them, obtain the said con-
tract, or any portion or part thereof, then it is also agreed and understood as follows, that is
to sy : The said parties of the first part covenant to pay to the said party of the second part
brokerage or commission in relation to the said contract, an amaount equal to 2 per cent. of
the anount of the said contract, to be paid to the said party of the second part, from time to
time, upon the amounts p'id to the said parties of the first part, under and by virtue of the
said coitract and at the times when such amounts are paid to the said parties of the first

part; but it is underetood that the first three monthly payments, under such contract, shal

be paid to, and received by, the said parties of the first part free and clear of any deduction
by or payment to the said party of the second part, nevertheless that the said brokerage or
commission upon the first three monthly payments shall be charged against, and payable out
of the fourth monthly payment, along with the sail brokerage upon the said fourth monthly
payment to the said party of the second part.
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" It is also agreed that the said brokerage be the first charge or lien upon the amounts no

paid, from time to tirne, t the said parties of the first part, save as aforesaid, and the parties
Of the firat part do grant and assign the said 2 per cent. unto the said party of the second

Part and authorize and direct the Government of Canada, or whomsoever pays the amount of
the said contract to tbe said parties cf the first part, to pay the said brokerage to the said
Party of the second part.

" It is also agreed that this covenant and grant and assignment shall be binding upon the
amounti coming, from time to time, under the said contract to the said parties of the first

part, whether the said parties of the first part keep the said contract or assign the sane, and
that this assignment is considered as being mads under the statute to render clauses in

action assignable.
" It is also agreed that the party of the second part shall have the preference of supply-

ing to the parties of the first part, such gooda as they may, from time to time, repuire in rala-

tion to the contract; that is to say, if the said party of the second part offers to supply said

goods of as good quality and for as low prices as can be obtained, then the said parties of the

first part shall be bound to purchase the same from him.

"In witness whereof th3 said parties bave set their hands and seals the day and year
first above written.

i "G. D. MORSE [Seal
"Signa, sealed and delivered "R. M. MA RPOLE [8ea'].

in presence of "A. (J. TIIOIPSON, G.D.M. [Seal].
Jousx A. PATTErSON. " FRANK NICHOLSON [Seal].

"P. J. CLOSE [Seal]."

Throughout this bargaining and agreement Mr. Close and Mr. Shields
were in partnership, though Mr. Close's name alone was used.

The members of the Morse firm in making this arrangement seem to
have thought that they had bought an influence which would be of great
value to them, that matters could be so manipulated by Messrs. Close &
Shields, as to give them decided advantages over competing tenderers-at
one time thinking that their tender would be accepted in preference to
others-so long as it did not exceed the others by $100,000 ; at another time
that it would be better to make sure of the contract by making their tender

low enough to entitle them to the award of the work, and that Messrs.
Close & Shields would be able afterwards so to manage Government officials
as to make up the amount by favours from Engineers, and by advances of
rails and in other ways.

In proof of their sincerity in this last view, at the suggestion of Mr.
Shields, and at almost the last moment before putting in this tender, they
lowered its amount very considerably from that at which their firm had, in

Toronto, fixed it a few days earlier.

The consideration mentioned in the above agreement as the induce-

ment for Morse & Co's. promise of 2 per cent., was not the true considera-
25
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tion, or at all events, not the main consideration as understood by the
Morse firm. The witnesses on the different sides of this bargain differ in
their evidence as to the consideration which had been verbally stated; one
side saying it was the withdrawal by Mr. Close & Shields from all efforts
on their own behalf; the other side, that it was the exertion of their

influence in aid of Morse & Co. We think this is not material, and, indeed,
that both matters were probably mentioned as considerations

Before the tenders were put in Mr. Shields became interested in the
chances for the contract as a partner in the firm of Manning, McDonald &
Co., the fourth lowest on the list.

Mr. Shields testified that before the tender was put in there was an
understanding between hiniself, and he thinks, others of the firm of
Manning, McDonald & Co., that Mr. Close was to have some, though an
undefined share in the tender, the others otf that firm say they were not
aware of such an arrangement.

On the day of opening the tenders, 30th January, the firms above
mentioned as having made the four lowest were largely represented at
Ottawa, amongst them were Mr. Morse, Mr. Nicholson, Mr. Marpole, Mr,
Jones and Col. Smith, Mr. Fraser, Mr. Grant, Mr. Pitblado, Mr. Manning,
Mr. McDonald, Mr. Shields and Mr. Close.

The members of the Morse firm thought Mr. Shields and Mr. Close

were at the capital on their behalf. Mr. Shields was the source from whom

one of this firm first learnt its rank in the list of competitors, and that it

was lowest for the whole distance as well as for section B.

Mr. Marpole testified that Mr. Shields " professed all along to be in
close communication with the Department "; but he came to believe that
Mr. Shields had no advantage in the shape of information which others
had not.

As a fact, it is a common thing in Ottawa, immediately after the
opening of tenders for the relative position of the offers to be publicly
known, the various tenderers communicating to each other the figures of
their respective proposals.

Mr. Nicholson testified that he never learnt that Mr. Shields was able
to get for Morse & Co. a position, or rank, or advantage to which they were

not entitled as a matter of right.

386



CONTRACT No. 42.

On the next day after it became known that Morse & Co. had made the
lowest offer for the section C (the whole distance), the following agreement
Wtas made by which the terms of the previous bargain between Mr. Close
auid Morse & Co., respecting section B, became applicable with some modi-
fication to the other portions of the work:-

"This agreement, made the thirty-first day of January, in the year of Our Lord one

thousand eight hundred and seventy-nne, between George D Morse, A. J. Thompson and F.
Nicholson, of the city of Toronto, and Richard Marpole, or the town of Barrie, contractors,

of the firet pirt, and P. G. Close, of the city of Toronto, merchant, of the second part.

" Wi ereas the said parties entered into an agreement bearing date the twenty-second day
of January, A.D , 1879, respecting the tendering for and doing the work of section B, of th e
Canadian Pacific Railway, and wbereas it has been thought desirable to tender also for the

work on section A of te said railway, and also to tender for both the sections together, nov
this agreement witnesseth, that the said parties agree that in case they, the said parties of
the first part, siould obtain the contract for the said sect'on A, or the two together, that then
all the provisions and stipalations contained in the said recited agreement shall extend to, and
include the contract for said section A, or the two together, as if said section A had been
originally included in the said agreement of the twenty-second of January, 1879, excepting

only that the brokerage or commiseion which shall be paid to the said party of the second

part, in respect of the amount received on account of said section A, shall be only 1 per
cent. instead of 2 per cent.

" And this agreement shall be hinding on the heirs, executors and adminlitrators of the
said parties.

"Witness our hande the day and year first above written.
"G. D. MORSE,

Il per bis attorney, F. NicHoLsoN.

"A. J. THOMPSON,
" F. NICHOLSON,
" R. MARPOLE,
" P. G. CLOSE.

"Signed in the presence eflt.G.COE
" Taos. WATTs."

On the day after the opening, Mr. Marcus Smith made a report on the
tenders received. This is set out in our report on contract 41. Concerning
this section B, he points out that Morse & Co.'s tender is, on the main items,
excessively low, and is altogether inconsistent with a knowledge of the
difficulties of access to the country, the nature of the rock, and the cost of
contiguous works. He did not think it possible that the works could be
carried through at the rates named, and if attempted, he said, a breakdown
might be expected, involving loss of time and ultimate additional cost.

As to the tender of Andrews, Jones & Co., he reported that their only
offer was to finish the work at the shorter period (i.e. the passage of trains

25j
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on lst July, 1881, and completion a year after), that this fact clearly indi-
cated a want of knowledge of the country, and he mentions some of the
prices which were too low, amongst others, rock excavation, at $1.50. As a
fact this was by far the largest item on the work. The contractors on the
adjoining section were getting $2.75 for it. He also named rock borrowing

at $1.80. The importance of a reasonably fair price on these two items will

be understood when it is mentioned, that at these low rates they would
amount to $2,116,800 out of the total offer of $3,915,942, for the completion
of this work, and Mr. Smith doubted the possibility of carrying out the
work, at the rates in this tender, without loss.

On the day after this, viz., on the 1st February, 1879, Mr. Fleming
enclosed Mr. Smith's report, accompanied by one of his own, which is also
set out in our report on contract No. 41. Mr. Fleming thought that concerning
this section the prices named by Morse & Co. were inadequate, and that the
prices of Andrews, Jones & Co. were incongruous, and taken with their
tender generally indicatel a want of due appreciation of the difficulties;
and he proceeds to recommend the tender next above Andrews, Jones &
Co., that of Fraser Grant & Pitblado, as a proper one to be accepted,
epresenting that he knew these contractors to be skilful, energetic men,

who had satisfactorily completed, under his supervision, portions of the
Intercoloiiial Railway and its branches.

These reports not having been deemed sufficient to justify a decision,
the Chief Engineer proceeded to make further enquiries respecting the
resources, skill and experience of the tenderers, ancd on the 12th February,
1879, he reported the results to the Minister. This is to be found in our
report on contract No. 41. In that he states that he believes Morse & Co.,
had not succeeded in getting men of sufficient skill and experience to join
them in th- contract, and that that was not surprising; and after referring
to his previous report on the standing of Andrews, Jones & Co., he adds
that lie had not succeaded in getting any satisfactory information respect-
ing them.

At the end of this time, two w'eeks had been lost aL a most critical

periodl of the year, in deference to this system of letting contracts, and
still the Department was se trainmelled as to be unable to do what, in our
opinion, would have been donc on the Ist of February by any private
proprietor-that is, to adopt the report of the Chief Engineer, and of his next
in command, by accepting the lowest offer from any firm believed to have
sufficient skill and resources for the undertaking.
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The Minister of the Department gave evidence before us and described
the position as embarrassing. ie testified that on one side of the question
was felt the importance of placing the contract in the most vigorous and
efficient hands; and, in the other, getting the work at the lowest possible cost;
that-it was not felt to be proper to adopt the recommendations of the engi-
Ileer, to award it to parties having the necessary skill and resources, because
the Government had apparently fixed a test or qualification for the work,
which was,in the first place, a deposit of $.5,000 with each tender, and, in the
second place, to show their ability to deal with the work by a further
deposit of 5 per cent. on the bulk sum of the contract.

We do not see how the intention to ask 5 per cent. on the bulk. sum
of the contract if the contract should be awarded, touches the propriety of
deciding not to award it, for under such a decision the second test could not
be applied.

In this case the evidence shows that there was reason to believe, that
the two lowest tendlerers had not asked such prices as would enable them
to complete the work without loss, and that they had not sufficient resources
to bear a serious loss, and we think the system is not a desirable one which
prevented the Department on the lst of February, from taking the same
course which would, in our opinion, have commended itself to a good
business man where private funds were at stake, and which after a month's
delay was ascertained to be inevitable. We think this case has clearly
proved that the deposit of a small sum with a tender does not establish
either the good faith or the ability of a tenderer.

And, according to our view of the evidence, it is reasonable to conclude
that if it had been necessary to send in vith each tender some such sub-
stantial security either in the form of money, or of an undertaking from
responsible parties, as is suggested by us in our report on "l contract letting,"
neither the tender of Morse & Co. nor of Andrews, Jones & Co., would
have made its appearance to embarrass the G o-vernment and delay the work
as they did in this case.

It is true that about a fortnight after the contract was awarded to them,
Morse & Co. did put up nearly $100,000 in money, but that was not upon
their own tender, and it was done upon the chance of taking the work at a
sum $551,668 higher than that named in their own offer. It is plain upon
the evidence of the members of this firm, that they put in their tender, not
believing or expecting that the work could be done for the price stated in
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their offer; they deliberately made a proposal not expecting to fulfil it, in the
belief that something would turn up afterwards to save them from loss. The
system which encourages such proposals and permits them to be made with
impunity, seems to us to require a radical change.

On the 20th February the contract was awarded to Morse, Nicholson
& Co., the lowest tenderers, and that fact was communicated to them by a
formal letter from Mr. Braun, the Secretary of the Department. Up to the
24th January no arrangements were made concerning the deposit required
from this firm, but on that day, as before mentioned, they and the firm next
above them, Andrews, Jones & Co., entered into an arrangement by which
Morse & Co. were to decline to fulfil their offer, and the two firms were to
amalgamate and take their stand on the offer of Andrews, Jones & Co.,
which was more than half a million higher..

On the day this agreement was made, Mr. Jones, a partner in the firm
of Andrews, Jones & Co., vvrote the following letter to the Secretary of
the Department of Public Works:-

" OTTWA, 24th February, 1879.

"Si,-We have the honour to inform you that we have associated with us Mr. A. La-
berge, jun., contractor, of Montreal, in conne cicn.with our tenders for the works of construc-
tion on the Canadian Pacifie Railway between English River an d Keewatin, and to state in
case our tenders should be amongst the lowest and the works awarded to us, that we are
prepared to make the necessary deposit o] 5 per cent. immediately, and commence operations
at once.

" We might adi that oir firm is composed strictly of i ractical railroad men of large ex-
perience.

"We have the honour to be, Sir,
"Your obedient servants,

"ANDREWS, JONES & CO.
"Per N. F. JONEs

F. BRAuNqî *Lq,
"Secretry, Department of Public Works."

This same firm had previously addressed the Minister of Public Works
by a letter dated 6th February, which was as follows:-

"Sa. CATHARINES, 6th February, 1879.

I SlaIt having been rumoured that the tenders in the neighbourhood of 6,0A,000, for
that portion of the Pacifie Railway between English River and Rat Portage- 85 miles-will
not be considered by the Department, we deqire to state that we have every confidence in the
figures that we have submitted, and that. if thp contract is awarded to us, we are prepared to
furnish the 5 per cent. required by the Government for its fulfilment, and to proceed with the
work immkediately on being ordered to do so. We can aiso satisfy you as to our ability to
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earry out the works toa a successful completion. All we ask is that our tender may be con.
aidered on its merits, and if the lowest that it will receive at your hands favourable consider-
ation.

"Awe hava the honour to bu, Sir,
"Your obedient servants,

" ANDREWS, JONES & CO.
I.on. Du. TupPR,

"Minister of Publie Woiks, Ottawa."

The firm of Andrews, Jones & Co. were not possessed of means
sufficient to enable them to undertake this contract, but they had made
arrangements with a wealthy party in New York to find the capital
necessary to carry on the works, provided a confidential agent to be sent by
that party to Canada should, after enquiring carefully into all the circum-
stances, so report, as to satisfy him of the safetv of the advance. Whether
the party alluded to, was one person or a firm we did not deem it necessary
to enquire. A Mr. Dillon was either the only person or one of the persons
expected to assist Andrews, Jones & Co., and we hereafter mention him as
the party. Mr. Dillon named Colonel Smith as his agent to come to
Canada on his behalf, and he accompanied Mr. Jones, one of the tendering
firm, to Ottawa. After they arrived here, a new arrangement was made by
which Colonel Smith might possibly have a direct interest in the contract.
Hle and Mr. Jones agreed that if Andrews, Jones & Co. should get the con-
tract and Colonel Smith should find a certain share of the security, then Col-
onel Smith might become a partner. Hie was thus occupying the double posi-
tion of adviser to his principal in New York, concerning the expediency of
his finding the money to support a contract by Andrews, Jones & Co., and

of a person to be benefitted by his principal taking that course

Neither Mr. Joues nor Colonel Smith had the power to decide that the
necessary money would be forthcoming. Colonel Smith's duty was to
return to New York and report, and then his principal was to decide
whether he would risk his capital.

It was not known amongst the Canadian tenderers that Colonel Smith's

position was that of an agent sent on to report to a capitalist, and that
Andrews, Jones & Co. depended on that report as a step towards their
procuring the contract.

After the bargain of 24th February, between Mr. Jones and Colonel
Smith, in the name of Andrews, Jones & Co., and Morse & C9., by which
the withdrawal of the latter was to take place, Mr. Nicholson, on the 25th,
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in the name of his firm, wrote the following letter, and on the 26th
February handed it in to the Department:

"OrwA, 25th February, 1879.

"S:n,-Referring to the interview which our Mr. Nicholson had the honour to hold with

you yesterday on the subject of our tender for section "C " of the Pacifie Railway, and your
statement that section A, part thereof, hal been awarded to other contractors, and after duly

considering the difficulties to be encountered in the execution of the contract for section "B "

alone, especially in view«of the decided opinions of the Engineer of the Departmnent. that our
prices for the rock work on section " B " are below the actual cost, we have concluded to with-
draw so much of our tender as relates to the said section " B."

We have the honour to be, Sir,
"Your obedient servants,

" MORSE & CO.
" The lon. Minister of Public Works.''

If Col. Smith and Mr. Jones were sincere in the intention and belief,
that this contract would be carried out on the basis of Andrews, Jones
& Co's tender, and knowing as they did that nothing would be done by
Mr. Dillon to support them until Col. Smith should report at New York,
we cannot understaud why, after agreeing as they'did on 24th February for
Morse & Co.'s withdrawal, the only obstacle between them and the con.
tract, Col. Smith did not at once proceed to lay before his principal, the
information which he had obtained in Canada. These gentlemen were not
altogether confidential with each other. Col. Smith testified that he was
not made aware of the letter of 24th February above mentioned, as written
by Mr. Jones in the name of his firm to Mr. Braun, in which the statement
was made that they had associated themselves with Mr. Laberge, and he
added that the assertion of Mr Jones, that he was prepared to make the
deposit immediately, was without foundation.

As will be shown further on, Col. Smith had, in Canada, acquired such
information concerning the country to be crossed by this section of the
railway, that when he repeated it to Mr. Dillon, that gentleman decided on
the spot not to make the desired advances, and that, without reference to the
length of time which had been allowed for furnishing the security.

This knowledge, on the part of Col. Smith, of the difficulties in fulfilling
the contract, might have made him lukewarm about hastening to New York,
and might account for Mr. Jones attempting to do what he had said, namely,
associate himself with Mr. Laberge or some other new partner. Mr.
Jones was not before us; he lives near New York.
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As before mentioned, the withdrawal of Morse & Co. was handed in at
the Department on the 26th February; on the same day it was awarded to
Andrews, Jones & Co. by the following letter -

" OTTAWA, 2Gth February, 1879.

"GENTLEMEN, -I baVO te infoim you that your tender for the construction of section "1B
of the Canadian Pacific Railway, bas been accepted, and that a contract will be entered into.
with you in accordance with that tender, provided you deposit the five per cent. required in
the specification by four o'clock p.m., on Saturday next.

"Yours faithfully,
"CHARLES TUPPER."

"Me'srs. ADRws, Jo.Ns & Co.

After this letter, on the same day, the following formal agreement was
entered into confirming andicarrying out the above-mentioned agreement.
of the 24th February, 1879:-

"Memorandum of agreeinent made this 26th day of February, A. D. 1 879, between
Andrews, Jones & Co. of the one part, and Morse & Co. of the other part. Whereas the said
Andrews, Jones & Co. have been awarded the contract for the construction of section B of
the Pacifie Railway of Canada; and whereas, under an agreement between the said parties,
bearing date the 24th day of February, instant, one-half interest in the said coattact was to

be assigned to Morse & Co. ai soon as the same should be awarded by the Departient of
Publie Works. Now this agreerent witnesseth that the said Andrews, Jones & Co. have
assigned (for good and valuable consideration and in pursuance of the said last.mentioned
agreement of the 24th instant) and hereby do"assign and convey to the said Morse & Co.. one.
half part and interest in the said contract with the Department of Publie Works, and they
hereby agree with the said Morse & Co. to rake and execute, within ten days after the said
contract is executed by the Department, a more formal and effectual transfer of the ona-
half interest therein to the said Morse & Co., and will enter into proper articles of co-
partnership with the said parties for the performance of the said contract pursuant to the
terms of the said agreement of the 24th instant.

" And it is hereby agreed by and between the said parties that each of them, that is to.

say, the said Andrews, Jones & Co., of the one part and Morse & Co. of the other part, shall,
within the time required by tha Department of Publie Works, deposit with the Receiver-
General of Canada the five per cent. in respect of their interest in the said contract..-that is

to say, the said Andrews, Jones & Co. will deposit $100,000 and Morse & Co. $100,000, or so-

much therefore respectively as may be demanded by the Department.

Signed, sealed and executed by the ANDREWS, JONES & CO. [seal,]
said firms in our presence this 26th

day of February, A.D. 1879. G. D. MORSE & Co. [Scal.]

SAMUEL E. St. O. CatPLEAU.

On this day, the following letter asking for an extension of the time for
making the deposit was written by Andrews, Jones & Co.:-
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"OTTAWA, 26th February, 1879.
"SIR,- We have the honour to acknowledge the receipt of your letter of this date, inform-

ing us of the acceptance of our tender for the construction of section " B," Canadian Pacifia
Railway.

" We regret toobserve that you have limited us to less than three days to deposit the 5 per

cent. required as security. If it should be necessary for one of us to visit New York in order
to complete the deposit, we trust you will extend the ime for that purpose for two or three
days. We will be prepared to execute the contract as soon as may be convenient for the

Department. "We have the honour to remain, Sir,
"Your very obedient servants,

"ANDREWS, JO.>NES & CO.
"The Hon. Minister of Public Work.s"

On the same day, 26th Februa.ty, Col. Smith and Mr. Jones went to
New York to report to Mr. Dillon and to see if the required advance would
be made by him.

The members of the firm of Morse & Co went to Toronto on a similar
errand, in the belief that there would be no hesitation or failure on the

part of the New York branch, and therefore not expecting to raise more
than one-half of the required deposit, which was in all about, $200,000.

The time named, as aforesaid, for putting it up expired on a Saturday,

the lst of March, 1879.
Before leaving for New York, Col. Smith and Mr. Jones arranged with

Mr. Chapleau, a corresponding clerk in the Department, to ascertain the

answer of the Government to the application for an extension of time and
communicate it by telegraph to New York. That answer was as
follows:-

"r0rmwa, 27th February, 1879.
"GENTLEMEN,With reference to your letter of yesterday's date complaining that the

three (3) days time allowed you by the Minister for making the required deposit of five per
cent. on the amount of your tender for section "B " of the Canadian Pacific Failway, is too
limited, and requesting that it be extended two or three days more,-

"I am directed by the Minister to state that for some time past you were aware there
was a possibility that you would be called upon ta take the contract upon your tender for

section I B," and that You cannot reasonably advance the plea that the time allowed you for

making your deposit is too short.
" For this reason and in view of the importance of placing those works under contract

with the least possible delay, the Minister regrets that he cannot grant your application for

an extension of time to enable you to make your deposit
" I have the honour to be, Gentlemen,

"Your obedient servant,
"F. BRAUN,

"Messrs. ANDREws, JONES & Co." 'lSecretary.
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The substance of this refusal of the application was communicated by

. Chapleau to Andrews, Jones & Co., or to Col. Smith, at New York, on

the 28th February.

Col. Smith and Mr. Jones reached New York on the evening of Thurs-

day, 27th February, and saw Mr. Dillon on Friday, 28th. After hearing

Col. Smith's statement Mr. Dillon " refused, utterly refused to have any-

thing to do with it." Col. Smith reported to Mr. Dillon, amongst other

things, that the country in which this work was to be done " was made up

of inlets of water extending into the land," impossible to cross when the

ice on the lakes and rivers broke up, that unless the plant and supplies for

the work were transported in the winter across the ice, it would be late in

the summer before it would be done.

It was during this interview that Mr. Chapleau's telegram announcing

the Government's refusal to extend the time for depositing the five per

cent. reached the parties. Col. Smith testified that in his opinion Mr.

Dillon would not have put up the money whether time had been extended

or not ; that they parted on that occasion with the understanding that

Mr. Dillon would not give the desired help. They endeavoured to persuade

another party, but the time was too limited.

In the course of the same examination Col. Smith said that there being

no hope of persuading Mr. Dillon, he would not have tried to persuade any

one else, and that in his opinion Mr. Dillon's decision did not proceed from

the shortness of time, but from the fact that from his (Col. Smith's) state-

ment, he had " made up his mind that it was not a very safe transaction."

In his evidence before us, Col. Smith stated it to be his opinion that it

was at that time late to get in supplies, that there ought to have been more

time allowed to get them in, but still, perhaps it was not too late.

After he left his friend in New York, on the 28th, Mr. Joues and he

finally gave up the attempt to find the security, partially, he says, because

Mr. Dillon, did not think it was advisable.

Col. Smith testified that some of the parties who were to join Andrews,

Jones & Co. had mentioned to Mr. Jones that there was a feeling against

his firm, bscause it was " exclusively American," and in giving his evidence

he seemed to suggest, that that was one reason for taking in Morse & Co. as

partners in the transaction.
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We gather from the evidence that, although Col. Smith does not say
so, he did, in fact, leave Ottawa without any strong hope that Andrews,
Jones & Co. would be able to arrange for the funds requisite to secure them
a share in the contract, or that he himself should be finally interested in it.

Morse & Co. had employed Mr. Joseph Macdougall as their solicitor
at Toronto, and the Hon. William Macdougall was his agent at Ottawa.
On the 28th of February, the day before the time was up for finding
security by Andrews, Joues & Co., the following telegram was received
by the Hon. Wm. Macdougall:-

"28th February, 1878.

"BY'Telegram fron Newv Yerk to the Hon. Wm. Macdougall.

"Evident hostile attitude, fatal to project with friends here, forces us to withdraw. Use
our righits as if ail were heldt by friends there, and they will be fully transferred. Particulars
in letter.

" N. F. JONES."

The substance of this was, on the same day, communicated to Morse &
Co., at Toronto, who thus became the only persons interested in the tender
of Andrews, Jones & Co. This was on Friday, the 28th February. On
that Mr. Chapleau telegraphed a second time from Ottawa to Messrs.
Andrews, Jones & Co., at New York, that time might yet be granted by the
Government, stating that $50,000 had been put up by Morse & Co. and
advising them to reconsider the decision and to put up security. On Satur-
day, the lst March, the following telegram was received by Morse & Co

" TooWTo.

To George D. Morse.
" Audlrew, Jones & Cc. bave ilecided they will not take the work, as they think Vhe time

given is not enough.

"J. N. SMITH."

The Toronto firm on that day, Ist March, answered this last communi-
cation from the New York branch, "urging them to deposit their security."

O)n the same day, Saturday, Ist March, Col. Smith replied to that as

follows:-
" TooNTo.

To George D. Morse.

"fWi see the p-sies Monday, and will tWegraph what they will do.
" J. N. SMITI."

On the saie day, Saturday, 1st March, $.30,000 was deposited by Mr.
A. L. Thompson iii the Bank of Montreal, at Toronto, to the credit of the
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Receiver-General, on " account of contract, section B, Pacifie Railway."

Without mentioning the name of any party on whose behalf it was deposited,
this fact was telegraphed to the Receiver-General on that day as follows:-

"By Telegrapht from Toronto.
" OTTaÀw, lst Marcb, 1879.

"A deposit of $4,950 bas been nade by A. L. Thompson for your credit, account con-

tract sectio'i B, Pacifie Railway.

'GEORGE W. YARKER,
"Manager.

"The lon. Receiver-beneral.
" Received at 4.30 p.m., lst March, 'A.C.'

Some one using the name of Andrews, Jones & Co. wrote from Ottawa to

the Minister of Public Works on the 1st March. No one of that firm was then
in Ottawa, and Mr. Nicholson, the ouly member of Morse & Co. then there,
did not know who it was.

The following is the letter:-
"OITwÀ, lst March, 1879.

"Sin,-We beg t> info:mn yo that notwithstanding the short period allowed to us, we.

have deposited to the credit of the Receiver-General the sum of $50,000 as seourity on

secount of oair ten ter for section B of the Pacifia Railway. We shal complete the deposit

of 5 per cent. within one week fro'n the date of the notifloation to us of its acceptance. As a

proof of our bond fides the first instalment of the deposit will, we trust, beý deemed sufficient.
We beg- t, repeat thrt we are prepared to execute the contract and begin our preparations at

once.
" We have the honour to be, Sir,

Your very obedient servant,
"ANDREWS, JONES & Co.

"The lion. the Minister of Public Works,
" Ottawa."

On the same day Mr. Yarker's telegram was confirmed by this let-

ter:-
"BANK OF MONTREAL,

ToRoNTo, lst March, 1879.

"SIR),- have the honour, at the request of Mr. A. L. Thompson, to enclose herewithour

deposit receipt for $48,950.00 payable to your order in six nmonths from date, % ithout interest,

and which confirrn my telegram of to-day.

" Should the receipt not be used you will please return it cancelled to m 3.
' I have the honour to be, Sir,

"Your obedient servant,
"GEORGE W. YARKER,

"Manager.
" Th Hon. Reaeiver-General,

4 Ottawa."
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The default in the deposit on the 1st March, above described, led to no
action by the Department on that day. On the following day, the 2nd
March, Mr. Macdougall, in company with Mr. Goodwin, a contractor of
long experience and known as a man of capital, called on the Minister, and
asked whether a day or two longer, to miko the necessary arrangements,
would be given if Mr. Goodwin should join Andrews, Jones & Co. in the
contract. The Minister understanding Mr. Ma6dougall to be acting in the

interest of Andrews, Jones & Co., and ignorant of the fact that they had

abandoned their position to Morse & Co., said that he had no hesitation in

stating that if Andrews, Jones & Co. could obtain the co-operation of any
contractor of standing and resources, or would give the Government reason
to believe that that would be the case, he would advise his colleagues that
the tenderers should receive a day or two longer. The Miiister reported to
his colleagues this interview and what had been said. They concurred in
his view.

During Monday, 3rd March, and two following days Mr. Nicholson, a
member of the firm of Morse & Co., being at Ottawa, and probably aware
of what had been said to the Hon. Mr. Macdougall, the agent for that firm's
solicitor, telegraphed several times to his firm at Toronto, encouraging them
to proceed if possible with furnishing the security.

On Monday, the 3rd March, a second deposit of $.50,000 was made by
Morse & Co. on account of this contract, in the Bank of Montreal at
Toronto. In this instance the name of Messrs. Andrews, Jones & Co. was
connected with the deposit.

This second deposit was advised by steps similar to that of the one on
Saturday, namely:-

(1.) A telegram of 3rd March from Mr. Yarker to the Receiver-General.
(2.) A letter of the same date confirming it.

(3.) A letter from Mr. Baker, of the Finance Department, to Mr. Braun,
informing himi of the receipt of the money.

In each case the actual amount notified was $-18,950, though alluded to
by some of the witnesses as $50,000. On this day, the 3rd March, a

letter was received, ostensibly from Andrews, Jones & Co., but no one of

that firm was in Ottawa, and Mr. Nicholson, the only member of Morse &

Co. then there, did not know who wrote it; it is as follows:-
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"OTTWA, 3rd March, 1879.

"Sin,-Referring to our letter of the Ist instant, announcing the deposit of some $50,000

towards the security for our contract, and asking an extension of time in Our case for a

period equal to that allowed to our predecessors, we have now the honour to state that a.
further surm of $50,000 will be deposited to the credit of the Receiver Generai to day.

" In consequence of the hostile attitude towards us as foreigners, which some memnber of
our firm fancied they discovered m the refusal of the Department to give us the usual tilme to put
up our securities, we have deemed it prudent to associate with our firm two or three Canadian
contractors. This has necessarily caused some delay, but as we are ready to execute the
contract and commence our preparations at once, we venture to think the Department will

net, on a mere question of two or three days time in the completion of securities, deprive us of

our acquired right to the contract, and award it to others whose tenders, as we are inforrmed,
are not nearly so favourable to the public.

" Already the rumeurs that the Department would not extend the time in faveur of
Americane,' bas greatly embarrassed us in our banking arraugements.

" We bave the bonour to remain, Sir,
" Your very obedient servants,

" ANDREWS, JONES & Co.

"The lon. the. Minister of Publie Works,
"Ottawa."

On that day, the 8rd March, Morse & Co. at Toronto, telegraphed Col.
Smith, at New York, as follows:-

" To J. N. Smith, 23 Nassau Street, New York, or 235 Clinton Avenue, Brooklyn.

"Morse & Co's. deposit made. Urge your friends to put up at once. Meet Nicholson at

J tt awa, Wednesday."

According to the evidence of Mr. Nicholson this brought no answer.

On Tuesday, the 4th March, Mr. Goodwin notified the Minister in writing

that he declined to go into the contract, that the figures were too low. The
Minister then reported that fact to hie colleagues.

On the 5th March, Mr. Nicholson being at Ottawa, and misled by ad-

vices from Toronto, wrote the following letter:-

"Received 2.15 p.m., 5th of March.
I OTTAWA, 5th Marcb, 1879.

"SIR,-We have the honour te inform you that the balance of the five per cent. required

to be deposited to the creditof the Receiver General on our tender for section B, Pacifie Rail-

way, has this day been provided through our agents at Toronto, of which you will receive

notice through a bank in Ottawa, before the day closes.
"We have the honour to be, Sir,

"Your obedient servants,
" ANDREWS, JONES & CO.

"The Hon. Minister of Public Works."
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In giving evidence, Mr. Nicholson said that, when writing it, he sup-
posed this statement to be correct, but became afterwards aware that it was
an error.

In addition to Mr. Fleming's report above referred to, and in which ho

mentioned the urgency of having the contracts entered into without delay,

he stated to the Minister, when Morse & Co. declined to take the contract,

that it was a serious matter ; for, if the contract was to be let with any hope
of carrying out the work-no time could be lost. And upon one occasion,

according to Mr. Fleming's recollection, he wrote~ to the Minister while he
was in Council, when some of these matters were being discussed, and used

the expression that the loss of a week might mean the loss of a year.

On the 5th March, 1879, a memorandum was submitted to the Privy
Council by the Minister, and on the same day au Order in Council was
based upon it-they are as follows:-

" (Memorandum).
"OrnÂwa, 5th March, 1879.

"On the 6th February, Andrews, Jones & Co. addressed a letter to the Department in

which they stated: ' That if the contract is awarded to us, we are prepared te furnish the 5
per cent. security required by the Government for its fulfilment and to proceed with the work

immediately.'
"On the 24th February, they addressed a second letter and stated as follows :-' We have

associated with us Mr. A. Laberge, jun., contractor of Montreal, in connection with our tenders

for the works of construction on the Canadian Pacific Railway, between English River and

Keewatin, and te state, in case our tenders should be amongst the lowest, and the works

awarded te us, that we are prepared te make the necessary deposit of 5 per cent. immediately

*nd commence operations at once.'
" That on the 26th February, the tender of Andrews, Jones & Co., on Form B, for the 67

miles between Eagle River and Keewatin, amounting to $3,915,942, being the lowest, they were
informed that they would be awarded the contract provided they made the required 5 per
cent. depoait by 4 p.m., on Saturday, the lst instant.

" They replied: 'That in the event of one of their firm having to go to New York, in order
to complete the deposit, we trust you will extend the time for that purpose, for tw> or three
days.'

" They were informed on the 27th February: 'That for some time past you were aware
there was a possibility that you would be called upon to take the contract upon your tender
for section 'B,' and that you cannot reasonably advance the plea that the time allowed you

for making your deposit is too short. For this reason and in view of the importance of placing

those works under contract with the least possible delay, the Minister regrets that lie cannot

grant your application for an extension ef time to enable you te make your deposit.

" That about 8 o'clock on the evening of Saturday, 1st March, a letter was received from

Andrews, Jones & Co. stating: " We have deposited to the credit of the Receiver-General

tome $50,000 as security on account of our tender for section B ;" and that ut 4.30 p.m., on
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the same day, lst March, the following telegram was received by the Receiver.General from
Toronto: 'A deposit of forty-eight thousand nine hundred and fifty dollars has been made
by A. L Thompson for your credit account, contract section ' B' Pacifie Railway.

"GEO. W. YARKER,

"Kanager."

On Monday, 3rd March, the following letter was received by the Receiver-General:-

d BANK OF MONTREAL,

" ToRoNTo, 1st March, 1879.
" Sia,-I have the honour, at the request of Mr. A. L. Thonipson, ta enclose herewith our

deposit receipt, $48,950, payable to your.order in six montis from date, without interest, and
which confirmsmy telegram of to-day.

" Should the receipt not be used. you will please return it cancelled ta me.
"I have, etc., etc.,

"GEORGE W. YARKER,
"Manager.

The Hon. Receiver General, Ottawa."

That at 2:15 p.m., 3rd March, the following telegram was received by the Receiver
General:-

bd A depobit of forty-eight thousand nine hundred and fifty dollars lias been made by G.
D. Morse for your credit account, contract section " B" Pacifie Railway. Andrews, Jones
& CO.

"G. W. YARKER

" Manager.

And on the 4th March, the following letter was received:

"BANK OF MONTREAL,

" ToioxTo, 3rd March, 1879.

" Si,-1 have the honor at the request of Mr. G. D. Morse ta enclose our deposit receipt

$48,950, which confirms my telegram of this date.
" In the event of your not using the receipt, I have ta request you to return it to me.

"I have, etc., etc.,
G. W. YARKER,

"Manager.
" The Hon. Receiver General, Ottawa."

" That another letter dated 3rd March, has been received by the Department froma

Andrews, Jones & Co., stating ' that a further sum of $50,000 will be deposited ta the creditof
the Receiver General to-day.'

" That up ta the present, 5th March, nothing further has been received from any of the
parties.

"Under the circumstances the undersigned recommends that the tender of Andrews,
Jones & Co. be passed over, and that the third lowest tender, that of Messrs. Fraser, Grant

26
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& Pitblado, be accepted, on condition that they nake the requirod 5 pr.r cent security
deposit within three days frofn the present time.

Respectlully submitted,
"CHARLES TUPPER.

"ffinister of Public Works."

" Coi'v of a Report of a CDmnittee of the Honourable the Privy Council, approved by Iis
Excellency the Governor-General in Council, on the 51h March, 1879.

" On a memorandum dated 5th March, I 79, from the IIon. the Minister of Public
Works, havìng reference to Messrs. Andrews, Jones & Co., whose tender (for $3,915,942) on
form " B " for the sixty-seven miles section of the Canadian Pacific Railway between Eagle
River and Keewatin was second lowest, and recommending for the reasons mentioned in said
memorandum that the tender of Andrews, Jones & Co. be passed over, and that the third

lowest tender, that of Messrs. Fraser, Grant & Pitblado, be accepted* on condition that they
make therequired 5 per cent. security deposit within three days from the present time.

"The Committee submit the foregoing recommendation for Your Excellency's approval.
"Certified.

"W. A. iIIMSWORTII,
" Clerk, Privy C'ouncil"

On the same day, March 5th, Fraser, Grant & Pitblado were notified
by the following letter that the contract was awarded to them.

"OTTÂWÂ, 5th March, 1879.
" GENTIMEN,-I have to inform you that your tender for section " B," of the Canada-

diau Pacifie Railway bus been accepted, on condition thatyou make the deposit required of 5
per cent. on the amount thereof by 4 o'clock p. im. on Saturday next the 8th instant.

"Yours faithfully,
"CHARLES TUPPER.

"FRasis GRANT & PITBLADO,
"Ottawa."

After the above Order-in-Council, and on the same day, the following
communication pased between the Department and persons interested in
the tender of Andrews, Jones & Co:-

"ToONTo, 5th March, 1879.
"Mon& (jo. with whom 1 am now associated, will be ready to complete the required

security depOsit to morrow morning. Arrangements aU made, but may not be able to for-
ward the certificate by to.night's mail. Will this be satifactory? Ploame reply to G. D.
Morse.

" F. SHANLY.
" The lon. DiL TuppER,

" Minister of Publio Works."
OttÂwÂ, 5th March, 7.30 p.m., 1879.

" Council directed to-day to award section B to Messrs. Fraser, Grant & Pitblado.

"G. D. Mosse, Esq., Toronto." "CUARLES TUPPER.
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Before the contract was awarded as above mentioned, to Fraser, Grant &

Pitblado, that firm had agreed to amalgamate with Manning, Shields &

McDonald; Mr. Shields taking part in the negotiations on behalf of the

latter firm.

It is not clear from the evidence when the understanding was first

arrived at; Mr. Shields said the arrangement was made verbally immedi-.

ately on the tenders being sent into the Department before "the relative

figures " were known.

Mr. Manning said he was introduced to Fraser, Grant & Pitblado, and

they showed their tender, but he left Ottawa before any arrangement was
made.

Mr. McDonald says, he thinks the arrangement was made while
" Morse & Co., were supposed to be the successful tenderers," and Mr. Fraser
said it was after Col. Smith went to New York on 26th February, that he
was approached by one of the firm, Mr. Shields or Mr. Manning.

At all events, on or before the first of March, it was agreed between

these two firms that if the contract should be awarded on the tender of

either, they would amalgamate, each firm taking a half-interest and divid-

ing that amongst its own members in the same proportion as those on
which they had been originally formed. After this arrangement Fraser,
Grant & Pitblado wrote the following letter:-

" rrawà, 29th February, 1879.

" SIR, -We beg to inform yon that should the contra-t for section B of the Canadian

Pacific Railway be allotted to us on our tender, we are prepared t) associate with us Messrs.

Manning, Shields and McDonald.
"Yours respectfully,

" FRASER, GRANT & PITBLADO.

"Hon. C. TUPPER, C.B.,
" Minister of Public Works."

There was no 29th February in that year, and this date was probably
intended for the lst March, the day on which the time wasup for Andrews,
Jones & Co. completing their deposit.

In consequence of this arrangement, the award of the contract to

Fraser, Grant & Pitblado had the effect of giving a half-interest to Manning,

Shields & McDonald in case the Government was willing that the two firms
should be associated.

26j
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Before this award was thus made two of the last named firm had
bargained with Mr. P. G. Close, to give him conditionally an interest in
the rights of Manning, Shields & McDonald. We cannot ascertain
definitely on what day this understanding was first arrived at. We think
it was after the 1st of March when the time given to Andrews, Jones &
Co. had expired, and during the first hal f of the next week, while the
members of the firm of Morse & Co., then at Toronto, were led to hope
from the communication of Mr. Nicholson, who was at Ottawa, that they
might yet get the contract on Andrews, Jones & Co.'s figures if they
succeeded in making further deposits. Mr. Morse about that time was
endeavoring to get Mr. Close to help him to $10,000 of the required
$200,000. Mr. Close and he parted more than once without coming to
terms, and in the intervals Mr. Close saw Mr. Shields and was negotiating
with him as to an interest in the chances of his firm. This ended in Mr.
Mors3 getting no help fron that quarter, and an agreement was made
between Mr. Shields and Mr. Close which was reduced to writing on the
6th March. Mr. McDonald was no party to this arrangement. The follow-
ing is the agreement referred to

"ToRoiSe, March 61h, 1879.

The und< rigned be o:ning aware that Messr@. Morse & Co. bave raised a large part of

the ioney required t- deposit as security with the Government in owarding then the con

tract for section I; of the Pacifie Railway, and as P.G. Close is one of the parties necessary to

raise the baln 'e of the security, an 1 has agree 1 to withdraw from being the security for ssid

Mors1 &·Co, if we will give him an interest in said contract if the tender is awarded to

Fraser, Grant & Pitb!ado ar.d Manning & Co , and believin; that it will te in the interests of

all the par tes with wlvni wei are ase.ociated in iaid contract, that said P. G. Close shal not

be seenrity for Morse & Co., do bereby agree for ourselves en I all the parties to ba benefitted

in sai I cor.trict, tht in con4deration of bis so refusing to be security as aforesaid, that we

pledge him for all the parties in the said contra< t that he shall have a one-twe'nt3 -'urth part in

said contract if the sane i< awarled to Fraser & Co., or that it <o.nes to our tewter, the said

Close to bear his sia'e of the security and to do hs port on of the work.

"ALEXANDER MANNING.

"JOHN SHIELDS.

* Wyit n-s, e, ktEX. JA RDL\NE

About the same time that the negotiations last described were going
on at Toronto, two members of the amalgamated firm, namely, Mr. Fraser and
Mr. J. J. 'McDonald were at Ottawa, and did not feel quite certain of hold-
ing the contract under the notice from the Department of 5th March above
referred to. It had become known that Morse & Co. had combined with
Andrews, Jones & Co., and that $100,000 had been deposited at Toronto by
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the latter firm, part of it before the time limited had expired. MIr. Fraser

and Mr. McDonald being uncertain whether this fact gave the amalga-

mated firrm of Morse & Co. and Andrews, Jones & Co. a chance of holding

the contract, provided the balance of security should be afterwards sup-

plied by the New York branch, were anxious to prevent that, and to bring

some influence to bear on Col. Smith, who was supposed to have the power

in his hands of supplying it or not, as he might choose.

Mr. Chapleau, before mentioned, was understood to be an intimate

friend of Col. Smith, and he had been already in communication with

him on matters connected with this contract. It was accordingly arranged

on 5th March, 1879, between these three-Mr. Fraser, Mr. McDonald, and

Mr. Chapleau-that Mr. Chapleau should leave forthwith for New York

and see Col. Smith, and if he succeeded in preventing the balance being

supplied which was required to make up the deficiency in the security

demanded from Andrews, Jones & Co., then he should receive from Mr.

Fraser and Mr. McDonald, or one of them, the sum of $4,000 as a compen-

sation. Mr. Chapleau left for New York on 6th March, and on 7th March

saw Col. Smith and Mr. Jones there. He used no persuasions either with

them or Mr. Dillon to prevent the deposit being made. There was no

opportunity to do so, for all those gentleman had already abandoned the idea

of being connected with this contract. Mr. McDonald afterwards paid

$500 to Mr. Chapleau on account of this $4,000.

Mr. Chapleau was examined at some length concerning this transac-

tion. In the course of his examination he testified that while he was em-

ployed as a clerk in the Department then having control of the affairs of the

Pacific Railway, there was an arrangement between him and a Mr. Mow-

bray who had business transactions with the contractors on this railway.

Mr. Mowbray was a manufacturer of explosives, and by the arrange-

ment Mr. Chapleau was to give him information concerning contracts in

which there would be rock work, for which Mr. Mowbray paid him a

monthly allowance. Mr. Chapleau's recollection of the amount was "$30

or may be $40 per month," and that it lasted " only three or four months

probably."

The award of the contract on 5th March, as aforesaid, was carried ont,

and the contract finally executed on the terms described at the opening of

this report.
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Upon the evidence we conclude that in obtaining this contract, the
contractors got no undue advantage, and that at the time it was awarded
there was no opportunity for the Department to secure the works at prices
lower than those mentioned in it.

In May, 1879, Mr Jennings proceeded to the works as Government
engineer in charge. His jurisdiction was confined to this section. Stakes
planted in the ground then indicated the centre line and the cross-sections
over the location. The contraçtors were not hindered for want of work
being laid out for them. Mr. Grant, one of the contractors, was on the
ground at the time Mr. Jennings arrived.

Mr. Fleming, then Chief Engineer, directed his attention to the
improvement of the line over this section so successfully, that in carrying out
the directions given by him, and continuing the efforts which he originated,
there will be a very large saving in its cost, much of it without lowering
the character of the work; some of it by using trestle work in places instead
of solid embankments, and otherwise changing the character in localities
so as to make the line there no less useful for present purposes, but less
lasting than was at first intended. The gradients have been made less
steep than by the original plans and specifications.

The whole saving from these changes was, in the fall of 1880, estimated
by Mr. Jennings to reach $1,500,000, but he said it would take $500,000
of this to fIl in trestle work, which had been substituted for the earth
embankments at first designed.

Mr. Schreiber, Chief Engineer, visited the work in December, 1879 ; he
found the force at work too small, and the work on that account was not
Proceeding satisfactorily; but what was being done was of good character.
and there was no ground for complaint on that score. It was owing to
this delay that trestle was adopted in places so that the passage of trains,
within the time specified, might not be prevented. According to his
opinion nearly half the saving above mentioned will be by improvements
in location and without lessening the permanency or efficiency of the work,
the residue will be by making some of the work less permanent than was
at first proposed, but equally useful for present purposes.

Mr. Schreiber testifies that the whole saving over this section is due to
efforts made, and directions given, by Mr. Fleming while Engineer-in-Chief.

Up to the 30th June, !880, the expenditure under this contract was
$429,300.
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Equipping and workingr Pembina Branch.
By this indenture, dated 12th March, 1879, Joseph Upper, James Swift,

B. W. Folger, and M. H. Folger, covenanted that before the 30th April, 1879,
they would thoroughly equip the Pembina Branch of the railway, and as
soon as a certain privilege therein referred to as being possessed by one
George Stephen for running trains over the said lino should be terminated,
they would work the said lino according to the terms specified in a certain
agreement with this said George Stephen, subject to conditions and pro-
visions set out in the said indenture, receiving therefor the gross earnings
of the said lino, except 25 per cent thereof or such other sum as
should be fixed by arbitration as therein provided for, which 25
per cent. or other sum was to be paid to the Government. By this contract
it was also agreed, that upon its termination the rolling stock of the con-
tractors should be assnmed by the Government, on terms and conditions
therein stated.

The service provided for by this contract was not let by public com-
petition, it was agreed for by accepting an offer made by one of the con-
tractors as hereinafter mentioned.

On the 3rd August, 1878, an agreement had been entered into between
ier Majesty of the one part and George Ste phen of the other part, having
for its main objecta, first, a connection at the internation al boundary
between the Pembina Branch and an extension of the St. Paul and Pacific
Railway, and, second, after such connection should be made that trains
might be run by the said Stephen over the said Branch, on terms therein
specified, with a clause that should the said Branch be equipped, Her

Majesty might terminate the right of the said Stephen to run such trains
as aforesaid, and with a further clause regulating traffic as therein specified
over the said Branch and the said St. Paul and Pacifie Railway.

On 27th February, 1879, Mr. Joseph Upper, one of the contractors
under contract No. 33, made the following proposal:-

"Hon. C. TupP:a, Esq. C B>., OTTwA, 27th February, 1879.

" Minister of Public Works.
"Si, - I have the honour to submnit the folbwing offer for t13 working of tho Pembina

Branch of the Canadian Pacifie Railway:-
" 1. I will equip and work the said line as the assignee of the Government under the lease

or agreement entered into between the Canadian Government and George Stephen, dated
August 3rd, 1878.
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" 2. I will thoroughly equip the said line with all the necessary rolling stock on or before
the 31st day of March next, and will thereafter efficiently work the same for a term of five
years.

"3. I will pay over to the Government 25 per cent. of the gross earnings of said

line or such other sum as may be fixed upon by arbitration as provided for in the lease or
agreement before mentioned.

" 4. Should I at any time fail to efliciently work the said lino, or if for any reasons of State
the Government desire to resune possession of said line, the Government will at once have
the power to cancel this agreement by taking over the rolling stock and oth.er plant at a fair
valuation.

l 5 At the expiration of five years should we fail to agree upon ternis for the continuance
of the agreement to work the said line the Government are to take off my hands all the
rolling stock and plant at a fair valuation.

" Should the Government favourably consider this offer, I will furnish satisfactory
security for the due fulfilment of the ternis of the agreement, and beg to refer you to the
following gentlemen named below.

"1 have the honour to be, Sir,
"Your obedient servant,

"JOSEPH UPPEI.
"Messrs. Calvin & Breck, Kings ton,

" Folger Bros.

James Swift, Esq.
Thomas Howard, Esq., èdontreal."

This letter having been, at the instance of the Minister of Public
Works, referred to the Chief Engineer, he made the following report:-

" CANADIAN PACIFIC RAILWT,
"OFFICB OF THE ENGINEER-1N-CmiE,

" OTTw, March 3rd, 1879.

S"at,-The offer of Joseph Upper, dated 25th February, 1879, to work the Pembina
Brsmoh, has been referred to me for report.

"Joseph Upper is one of the contractors for ballasting the Pembina Branch. In the
publio interests it is important that while ballasting goes on, construction and traffio trains
should be Worked by the same authority. It will be an advantage, therefore, to have a traffie
arrangement with the ballast contractors, on terms not less favourable than can be made with
others.

"I think the Proposal is an acceptable one; but I would suggest that the contract should
be only until the line is open from Selkirk to Fort William, unless terminated at a shorter

period. I n ould suggest also that the rates to be charged for passage or freight should not
exceed the average rates in tie adjeining State of Minnesota, and be sd.j'ect to the approval
of the Goyernor in Council.

"SANDFORD FLEMING,
"En gineer in-Chief.

U The Honourable

" The MiniEter of Public Works."
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Negotiations having led to the associations of the other persons named

in this contract with Mr. Upper who alone had made the offer, an agree-

ment was arrived at and reduced to writing, dated the 12th March, 1879,
which is the contract now under consideration.

This agreement, subject to amendment, was con 1irmed by the following
Order-in-Council:-

"Cory of a Report of a Comnittee of the Honourable the Privy Council, approro by His
Excellency the Governor General in Council, on the 131t Itarch, 1879.

"On a memorandum dated March 13th, 1879, from the H.1onourable the Minister of Public

Works, stating that in view of the great importance of opening immediate communication by
rail between St. Vincent and Winnipeg, and the difficulties inseparable from the operating of

the line by any other party than the contractor for its construction, he has entered into nego-
tiations with the contractor, Mr. Joseph Upper, from whom an offer was received for the
equipment and working of the Pembina Branch Railvay in lieu of the Government, under
agreement dated 3rd August, 1878, entered into with George Stephen, who represented the,
controlling interest in the St. Paul and Pacifie Railway Company.

" The Minirter observes that after negotiation with Mr. Uf.per and Mesara. James Swift, B.
W. Folger and M. I. Folier, the gentlemen associated with him, the agreement produced
herewith dated 12th March, 1879, made between Her Majesty of the first pait, and the four
gentlemen above named of the second part, and signed by those four gentlemen, was come to.

" The Minister therefore recommends that authority be given to the Deparitment of Publie
Works to execute the said agreement on behalf of Her Majesty, provided a clause (which was
agreed upon and omitted by oversight) be added to the effect that the Government is to h
indemnified against auy claim which the contractors may have or make in any way against the
Goverument by reason of interference with their work or otherwise, on account of the
equipment and working of the lino under this agreement.

" The Committee adviee that authority be granted as requested.
" W. B. IIMSWuRTH,

" Clerk, Privy Counlcil."

The reasons for entering into a contract in this case as set out in the
reports of the Chief Engineer, and in the memorandum submitted to the
Privy Council as aforesaid, show that this was not a case for competition.

After the contract was closed, the contractors failed to carry out their

bargain, and it was decided to cancel the arrangement. l he Order-in-
Council which authorized this step gives the reasons for it as follows:-

Cour of a Report of a Commitece of the Honourable the Privy Council, approved by His

Excellency the Governor General in Council, on the 264th January, 1880.

On a report dated 23rd January, 1880, from the hon. the Minister of Railways and
Canals, stating that Messrs. Joseph Upper & Co., on the 12th March, 1879, entercd into an

agreement to thoroughly equip with all necessary rolling stock and other things required for-
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the efficient working of the Pembina Branch of the Canadian Pacifie Raiiway, to maintain
and keep it in an efficient and full state of repair, and to efficiently workit until the Canadian
Pacifie Railway from Thunder Bay to Selkirk was opened for traffic, unless this agreement be
sooner terminated.

"That they never have thoroughly equipped it with the necessary rolling stock and other

things for its efficient working, have not efficiently worked it, and in no respect have they ful-
filled the terms of the agreement, and that the public have made repeated complaints of the
unsatisfactory manner in which it was worked, that in consequence, so long ago as the 29th
September, 1879, ho, the Minister, notified them by telegraph that he feared he would be
compelled to take the operating of the Branch out of their hands.

" That under date the 23rd December ultimo and the 22nd January instant, the Chief
Engineer of Government Railways in operation reports, that the said Pembina Branch is not
thoroughly equipped with the n.ecessary rolling stock and other things necessary for the
efficient working thereof, and that the said Branch is not being efficiently worked, and that
in consequence the completion of the works of construction on the Canadian Pacifie Railway
between Winnipeg and Fort William, and also west of Winnipeg, will be greatly retarded and
delayed, unless prompt measures are taken te control the traffic and ensure its prompt
despatch.

" The Minister therefore recommends that ho be authorized, under the terms of the
agreement of the 12th March, 1879, to terminate the said agreement on and after the 10th
day of February next, and assume control of the operating of said Branch.

"The Committee submit the foregoing recommendation for your Excellency's ap-
proval.

"Certified.

"(Signed) J. O. COTÊ,
" Clerk Privy Council.

The following Order in Council speaks for itself

4'COrv of a Report of a Committee of the Honourable the Privy Council, approved by Ris
Excellency the Governor General in Council, on the 16th March, 1880.

"On a report, dated 13th March, 1880, from the Ilonourable the Minister of Railways and
Canals, stating that under the authority given by an Order in Council, of the 26th January
last, the agreement made with Messrs. Joseph Upper & Co. for the equipment and working
of the Pembina Braich Railway was terminated on the 1Oth February ;

" That under tha terms of clause 14 of the contract with Messrs. Upper & Co., the
Gove:nment is obligea to take the rolling stock from the contractor at a valuation;

" Tha t a valuation waa accordingly made by the Chief Superintendent and the Locomo-
tive Superintendent, and that a telegram was received from the former on the 21st February,
in which ho estimated the value of the rolling stock at $70,000, the valuation of the plant not
being then compl ted

" That upon the advice of the Engineer-in-Chief, he, the Minister, authorized the pay-
nient to the contractors of the sum of $25,000 on account, which sum was paid on the 21st
Oltimo ;
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"[Ue now recommends that he be confirmed in the action taken in making such payment,

and further that authority be given for the payment of an additional sum of $2.5,000, pending

a final settlement with Joseph Upper & Co.

"The committee submit the foregoing recommendation for Your Excellency's approval.

"Certified.

"(Signed) J. O. COTE,
c Clerk Privy Council.

The expenditure made on this contract up to 80th June, 1880, included

the two items of $25,000 each mentioned in the last named Order in

Council, in all $50,000.

CONTRACT No. 41.

Steel Rails.

By the agreement in this case the West Cumberland Iron and Steel

Company (limited) undertook to supply 2,000 tons of steel rails, to be
delivered at Montrea!, according to specification, at the rate of £4 19s.

sterling per ton.

This was one of a series, of contracts entered into between the Govern-
ment on the one part, and manufacturers in England on the other part,
through the intervention of Messrs. Stevens & Reynolds, of London, Eng-
land. On the 7th June, 1879, Mr. Fleming, the Chief Engineer, addressed
the Minister of Public Works as follows

" OTTmwa, 7th June, 1879.

S,-I beg to draw your attention to the fact that it will be necessary at once to pro.

vide for the supply of rails for those portions of the Une under construction, and also for those

immediatedly to be put under contract.

" There are on hand, lying at Fort William, 48 miles of rails over and above the length
wanted to lay the main track on contracts 14, 15 and 25.

" The contracts recently entered into, 41 and 42, will require for main track 185 miles, of
which 48 miles are provided as above, leaving to be provided 137 miles.

" To which should be added the length of une west of Selkirk, with branch to Winnipeg
purposed immediatedly to be built, say 110 miles; alseo allowance for sidings and spare track
on the whole line from Fort William to Selkirk and extension west of Selkirk, say 30 miles.

"Total required for these service,, 277 miles, equal to, say 25,000 tons.

"In addition to which the Georgian Bay Brandh, contracted to be finished lat July, 1880,
will, if carried out, require nearly 5,000 more. In all, 30,000 tons to be provided.
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" I will accordingly recommend that aIl the rails required, with a sufficient quantity of
sateningr, should at once be contracted fir, to be delivered at Montreal by each of the follow-
ing dates, viz..-

"One-third by lst October, 1879.
"One.third by lat June, 1880.
"One-thiri by 1st October, 1830.

" I have the honour to be, Sir,
" Your obedient servant,

(S:gned) "SANDFORD FLEMING,
" En gineer in-Chief].

"The Hon.
f Sir CIIARLEs TUPPER, K.C.M.G.,

" Minister of Publie Works."

On the 17th June Mr. Fleming, under the direction of the Minister'
telegraphed to Mr. Reynolds, at London, as follows:-

" When, and for what price could 5,000 tons Sandberg's specific standard be deliverei in
Montreal.

On the day following, Mr. Reynolds answered by cable :-

" End of next month and August; five pounds sterling; if advised immediately, pro-
bably better."

On the 19th June Mr. Fleming cabled to Mr. Reynolds as follows

" Receive tenders; 5,000 tons delivered Montreal before ]5th August. Cable number

tenders and lowest. Rails and fastenings must be specific standard."

On the 21st June, a cablegram to Mr. Fleming from Mr. Reynolds was
received to the following effect:-

"Eleven. Inwest delivered c f. i. Montreal, fifteenth August, five for reply by cable.
Shal I inspect ?'

On the 21st June Mr.'Fleming answered by cable as follows
"Order rails and fastenings. Furnish Sandberg' template. Oversee inspection."

On the 19th June, the day on which Mr. Fleming sent the directions,
Messrs. Stevens and Reynolds addressed the following circular to the par-
ties named below it

" LoNDoD, 19th June, 1879.

"GENTLEMEN;-PleBss quote us yonr lowest price, a. i. f. Montreal, for 5,000 tons steel
rails 57¼ lbs. per yard, with necessary fish plates to enclose section, to be delivered at Montreal
by the 15th August next. Should you be unable to deliver the whole quantity by date speci-
fled, please quote for such portion as you can guarntee t deliver by the time named, and if
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unwilling to deliver at Montreal, kindly let us have your price for delivery f o. b. Rails will
be inspected during manufacture.

"Payments net cash, no commishions being required.
"We are, gentleman,

"Yours truly,
" STEVENS & REYNOLDS."

This circular was addressed to the following parties

Guest & Co., Ebbw Vale Co.,
Bolckow, Vaughan & Co., Barrow Hlmatite Co.,
Charles Cammell & Co., West Cumberland Co.,
John Brown & Co., Moss Bay Co.,
Rhymeny Iron Co., Wilson, Cammell & Co,

Brown, Bayley & Dickson.

The method of competition adopted in this case was decided upon

after discussion between the Chief Engineer and the Minister.

Mr. Reynolds, who took part in the transactions and gave evidence

upon the subject before us, stated that he considered it was adapted under

the circumstances to bring out as low prices as by public advertise-

ment; that sometimes the market is stiffened by public notice of anything

like a large quantity being required.

Four of the parties addressed declined to make any offer; the answers

from the others contained two offers free on board at Liverpool, one at £5,

and the other at £5 5s. sterling per ton, and the offers for delivery at

Montreal, which latter ranked in the following order:-

West Cumberland Co..... 2,000 tons at £4 19s. Od. sterling.
Barrow Hoematite Co..... 5,000 " 5 0 0 "

Ebbw Vale Co............. 1,500 5 0 0

Bolckow, Vaughan & Co 2,500 5 0 0
Guest & Co................ 2,500 " 5 2 6 i

The following parties who had been addressed as aforesaid declined to

compete:-
The Atlas Steel and Iron Works.
The Moss Bay Co.
The Rhymeny Iron Co.
Wilson, Cammell & Co.

It will be seen that in this competition the West Cumberland Co
made the lowest offer, namely, £4 19s. sterling.
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On the 24th Jane, 1879, Messrs. Stevens & Reynolds wrote accepting
their offer in full.

All the correspondence concerning this transaction by Mr. Reynolds
accompanied his report upon the subject to the Department. Iis action
was confirmed and approved of, and there has been no expression of dis-
satisfaction by the Minister concerning it. In our judgment the action of
the Department secured by this contract, at the lowest possible price, the
material bargained for.

The quantity of rails agreed for was delivered, and the amount
expended was:

To 30th June, 1880......... ........................ Ï50,061 74

CONTRACT No. 45.

Steel Rails.

By this agreement the Barrow Homatite Steel Co. undertook to supply
1,500 tons of steel rails with the proportionate quantity of fish-plates, at
Montreal, according to specification, at the rate of £5 sterling per ton.

The supply of rails under this contract was submitted to competition
in the manner described in our report upon contract No. 44. As shown
there, the offers resulted in five for delivery at Montreal, of which the lowest
was the one made by the West Cumberland Co., and became the foundation
for contract No. 44. There were three other parties who named the price
next above that, namely, £5 sterling per ton. Of these the Barrow Homa-
tite Co. was one. The offer of this company was for the whole quantity
but in order to ensure as early a delivery as possible, it was decided by
Mes8rs. Stevens & Reynolds to divide the 8,000 tons left after ordering the
quantity tendered for by the West Cumberland Co. into two orders. They
accordingly wrote on the 25th June, 1879, to the Barrow Homatite Co.
stating that "as the time for delivery is short we have decided to divide
the order for the 5,000.tous of steel rails and fish-plates which you quoted us
for on the 20th, and we this morning telegraphed you, to which we have

just received your answer. We have now pleasure in giving you order for
1,500 tons of the rails with the necessary steel fish-plates delivered at
Montreal by the 15th August, at the price of £5 per ton, c.i.f., at Mon-
treal."
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In our judgment the action of the Department secured by this contract,
at the lowest possible price, the material bargained for.

This contract was carried out, and the expenditure under it, up to the
30th June, 1880, was $37,844.59.

CONTRACT No. 46.

Sleel Rails.

By this agreement the Ebbw Vale Steel, Iron. and Coal Co. undertook
to supply at Montreal 1500 tons steel rails, with the proportionate quantity
of fish-plates, according to specification, at the price of £5 sterling per
ton.

The supply of rails under this contract was submitted to competition
in the manner described in our report upon contract No. 44. As shown
there, the offers resulted in five for delivery at Montreal, of which the
lowest was the one made by the West Cumberland Co., and became the
foundation for contract No. 44. There were three other parties who
named the price next above that, namely £5 sterling per ton. Of these
three the Ebbw Vale Co. was one. The offer of this Company was for 1500
tons, which, with the amounts already ordeied under contracts Nos. 44 and
45, completed the quantity required by the Department.

On the 26th June, 1879 Messrs. Stevens and Reynolds wrote to these
contractors giving the order for the amount offered by them at the price
named, £5 sterling per ton.

In our judgment the action of the Department secured by this contract,
at the lowest possible price the materials bargained for.

The quantity has been supplied and the contract fulfilled.

The money paid under it up to the 30th June, 1880 was $37,972.28.

CONTRÂcT No. 47.

Bolts and Nuis.

By this agreement the Patent Bolt and Nut Company agreed to supply
free on board at Newport, England, 96,000 fish-plate bolta and nuts accord-
ing to specifications, at £10 sterling per ton.

The supply under this contract vas the result of competition brought
about in the same way as described in our report on contract No. 44.
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Messrs. Stevens & Reynolds, on the 2nd July, 1879, addressed a
circular to the Patent Bolt & Nut Co., Baylis, Joues & Baylis, and Horton
& Son, English manufacturers. This circular was as follows:-

"DÂR Si,-Please quote us your lowest price for 96,000 fish-bolts and nuts inches diam.,
3t long, cap head and square neck, anI nut oiled and packed in atrong 2 owt. iron,
bound cases, and delivered f. o. b. Newport. Terms of payment will be net cash on shipment,
no commission bemug required; delivery to be made within three weeks of this day."

The offers were as follows:-

Patent Bolt and Nut Co.............£10 stg. per ton.
Horton & Son ................................. 10 2s. 6d.
Baylis, Jones & Baylis............... 10 58. Od.

Unless the packages should contain 4 cwt. each instead of 2 cwt. as was
mentioned in the circular: in that case the offer of the last named firm
was £10 stg.

On the 4th July, 1879, Messrs. Stevens & Reynolds wrote accepting
the offer of the Patent Bolt and Nut Co. as above mentioned.

Upon the evidence we conclude that there was no more favourable
opportunity than that afforded by this contract, by which the Department
could provide the articles bargained for.

The contract has been fulfilled and the following amount paid under
it up to the S0th June, 1880 : $2,277.60.

On the 2nd December, the following letter was written by the Secre-
tary of the Department to the Engineer-in-Chief concerning the last four
contracts:-

OTTAwA, December 2nd, 1879.

"Sf,-Referring to the communication received fio:n your office under date 9th Sep-
tember, lest, in relation to the contracte entered into fur the supply of 5,000 tons of rails and
fastenings required for the construction of the 100 miles of the Canadian Pacifio Railway ex-
tending west froem Winnipeg, 1 am directed to inform you that the Minister has approved of
the purchase, and that You are hereby authorized to grant a certificate for the value of the
rails, etc., delivered under such cont-racts.

" I am, Sir,

"Your obedient servant,

(Signed.) "F. BRAUN,
Secretary.

rSANDFORD FiaonEsq., C.M.G.,

1, Engineer-in-Chief Canadian Pacifi liva.

416 CONTRACTS.



CONTRACT No. 48.

CONTRACT No. 48.

Railway Construction.

By this contract, dated 19th August, 1879, John Ryan covenanted to

'complete, according to specifications all the excavation, grading, bridging,
track-laying, ballasting, station buildings and other works required to be
done on that portion of the railway commencing at Winnipeg and extend-
ing 100 miles or any shorter distance north-westerly or westerly, that the

Minister of Railways might determine, the whole to be completed before

the 19th August, 1880, and fifty miles of it within eight months after the
date of the contract; the agreement also covered the carriage of rails and
fastenings from Montreal; receiving, therefor, the prices named in the said

contract as applying respectively to the different classes of work there
.enumerated.

On the 16th June, 1879, advertis3ments were issued asking for tenders
up to noon of Friday, lst August following, for the construction of about
100 miles of railway west of Red River, and it was stated that printed

forms and other information might be had at the office of the Engineer at

Ottawa, or in Winnipeg.

On the afternoon of the day above named lor receiving the tenders,
they were opened in the presence of Mr. Trudeau, the Deputy Minister,
Mr. Smellie, acting in the place of the Engineer-in-Chief, and Mr. Burpe,
a clerk in the Department.

There were thirty-nine in all, varying from $5à8,060 to $994,550, the

lowest being made by W. 0. Hall. and the one next above him by Mr. John

Ryan, the present contractor, whose offer was $600,500.

In this case it was provided in the specifications furnished to tenderers,
that a portion of the work mentioned in the bill of works, might be-with-

drawn if the Government thought proper, and in this instance, before

entering into any bargain it was decided that the fencing on this portion

of the Une, and half of the ballasting should be omitted from the works to

be placed under contract. The prices named in the tenders for these items

were deducted from the whole prices named by each offer. The result of

such deduction was not to alter the rank of either the lower tender made

by Mr. Hall, or the next one by Mr. Ryan, as compared with any of the

others.
2T
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A report by Mr. Smellie, of the 8th August, 1879, to the Acting Minister
of the Department, contains the following:-

"You will aho observe that by tbese deductionssome of the tenders take a different place
from what they would do if the anounts of the tenders, as sent in, were compared. Numbers
1 and 2 on the list are not thus affected. The lowest tender is that of Mr. W. C. Hall, of
Three Rivers, amounting, after the above de uctions, to $486,810, or $4,868 per mile. Gener.
ally the prices in this tender are very low, especially in the items of carrying of rails and
fastenings froin Montreal, and supply of t*es. I bave had an interview w:th Mr. Hall, who
bas been summoned here in connection with this tender, and find that lie can afford very
little information as to the basis up-rn which the prices were fixed, somne other parties whom
he names having taken an active part in te sarme.

" Mr. Hall states tnat he has been for some years engaged upon railway worke, and
is at present foreman of track-laying and ballasting on tbe piles branch of tie Quebec Govern-
ment Railways, under Mr. McGreevy. I have no personal knowledge of Mr. Hall, but bave
eommunicated with the engineer of the Government Railwiys at Q ebec, as to whether h.
knew anything of Mr. IIall's abilit*es or resouref s, and he replie I by saying that he bas never
hear 1 of him.

" Taking all these mattera inte consideration, I am of opinion that Mr. Hall has neither
the ability, skill, nor resources for carrying on this extensive work, and do not think it expe-
dient that the Government should award him the contract."

On the 8th August, 1879, Mr. Hall addressed the following letter to
the Nlinister

" This being the first time that 1 tendered for any public works, I was not aware that I
would have to be ready with a deposit at once, and having partners in the matter, although
not appearing on the tender, and not being able to get them, here far a short time, and bemng
informed that there is an alteration in the specification, I decline to accept the work, and
hope you will take me favourably into consideration and rot compel nie to forfeit the deposit
already made.

" I remain,

" Your obedient servant,
" W. C. HALL.

Mr. Hall in this letter speaks of the necessity of being ready vith a
deposit at once. Mr. Trudeau, who as well as Mr. Smellie had seen him,
and had cOnversed on this subject, testfied that this laiiguage is'not iin
accordalice with the intimation which was given to him at the time; that
lie was given to Inderstand that a reasonable period would be allowed for
furnishing the deposit if it was required.

Mr. iRyan has also been examined in order to ascertain whether he took
any part in procuriflg the withdrawal of Mr. Hall, and we have come to
the c4lsion th .Mr. [al Was not able to undertake the contract himself,
and that his declining to do so was not in any way attributable to inter-
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ference by Mr. Ryan, or any improper pressure by anyone connected with
the Department.

On the 9th August the contract was awarded by the following letter:-
"9th August, 1879.

Sing-I am directed by the Acting Minister of Railways and Canals to inform you that
your tender for the construction of 100 miles of the Canadian Pacific Railway, extending
westward fiom Winnipeg, is the present lowest before the Departnent. I am, accordingly, to

reqest you to sta'e whether you are prepared to enter into a contract and deposit the neces-

sary security, say $29,000.
• 1 am, Sir,

"Yotr obedient servant,
"F. I. ENNIS,

"Acting Secretary.

"Joax R-nà, Eýg., Ottawa."

On the day before this award of the contract to Mr. ltyan, the Acting

Minister of Railways had submitted a memorandum concerning the trans-

action to the Privy Council, and it was followed on the 12th August by an

Order in Council, directing that the cheque enclosed by Mr. Hall with his

tender should be returned to him.

On the 18th August, 1879, the Acting Minister of Railways and Canals

submitted a memorandum concerning the substance of the tenders, and the

withdrawal of Mr. Hall, which was followed on the 22nd August, 1879,
by the fol!owing Order in Council

"Corv or a Report of a Committce of the Honourable the Frvy Council, approved by His

Excellency the Governor General in C->uncil, on the 22nd August, 1879.

"On a report dated 18th August, 1879, from the Hon. J. H, Pope, acting in the absence

of the Minister of Railways and Canal3, stating that thirty-nine ienders have been received

(lst August, 1879) for the graiing, track-laying and ballaEting of 100 miles or the Canadian

Pacifie Railway west from Winnipeg, such tendera ranging from $553,060 to $994,550.

" That the lowest tender is that of Mr. W. C. Hall, of Three Rivera, who offers to do the

work at rates which, when extended, amount to $553,060.

"That Mr. Liali was notified on Monday, the 4th, and came to Ottawa on the 7th instant.

"That one of the conditions of the specification upon which these tenders were based

requires tha t the contractor shall deposit with the Government, money or its equivalent value

at current rates of public securities or bank stock, to the amount of five per cent. of the

bulk surn of the contract.
" That Mr, Hall, by a lett r dated the 8th inst., has declared his inability to comply with

this condition, and kas verbally stated that his financial means were limited to eight or ten

thousand dollars.
"That the engineer in charge of the works ha (exted a;, iu n'a opinion, Mr. Hall

could not perform the work for the prices narned in his tender; and further, that from his
27~
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own statement he han neiLher the financial means or ability to execute the works within the
tin:e specified.

" That the next lowest tender received in from Mr. John Ryan, whose prices, when
extended, give a bulk sum of $600,500.

"That Mr Ryan has declared bis readiners to proceed with the works, and has duly
deposited the sum of $29,000 as security.

" The Minister recommende that the work be entrused to Mr. John Ryan at. the prices

mam.*d in his tender.

" Tie Cnmittee submit the above r -commendttioi for Your Excellenicy'sppr'al.

" Certfied.
"W. A. HIMSWORTI,

I Clerk, Privy Council."

The requisite security having been deposited by Mr. Ryan on the 28th
August, 1879, the contract was entered into as described at the opening of
this report.

From the evidence we conclude that by the award of this contract
the contractor obtained no undue advantage. and that the action of the
Department secured the work at the lowest available offer.

Construction under the contract was not begun for a considerable
period after its execution. Mr. Ryan, giving evidence before us, stated
that the line was not located until May, 1880, so that work could be done
uap:mn it, but that no delay had occurred through his omissions after the
Une had been sufficiently located to enable him to proceed. There were
two lines at first projected from the main one, one called tho fourth base
fine, and the other some four miles north of that The northerly one was
-finally adopted.

Jhe work has progressed under this contract very slowly With the
tonsent of the engineers, a material change was made in the formation of
the road-bed : instead of putting earth froin side ditches into that, the
ties were, over a considerable distance, laid upon the surface of the ground
:and ballast hauled and deposited between them, alter which, the ties being
lifte(l a bed was formed of ballast instead of earth as was at first desigiied,
<itches being omitted except when they are required for drainage.
It is claimed by the contractor that this will make better work than that
mentioned in the specifications. The width of the bed will not be so
great The cost, as a whole, will be somewhat higher. This change was
made under the direction of Mr. Schreiber, the Chief Engineer, in 1880.

By this means the ballasting under the contract will bo largely increased,
and the excavation of earth very much diminished. It is obvious that this
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change in the character of the work, cannot be said in any way to be a
breach of the contract by Mr. Ryan.

At the time of our taking evidence in Winnipeg (October, 1880) the
trains were running for construction purposes over about forty miles of the
line covered by this contract.

The transportation from Montreal of the rails, for the whole length,
had taken place, and the cost thereof, a disbursement on behalf of the con-
tractor, appears as a charge against this contract.

The expenditure up to the 30th June, 1880, was $153,8)0.

CONTRACT No. 49.

Station Ilouses.

By this coutract, dated the 15th August, 1879, Richard Dickson
covenanted to erect and complete combined passenger and freight build-
ings, to be used in connection with the Pembina Branch, at several different
places named in the contract, and at prices stated as applicable respectively
to such places, the whnle amounting, according to the contract, to>
$15,802.40.

This work was let by public competition. The buildings to be erected
were for the stations at Emerson, Penza, Otterburn, Niverville, St. Boniface
and Selkirk. At other stopping places platforms only were required,
namely, Arnaud, Iufrost, St. Norbert and Gonor.

Advertisements were issued on the 17th of June, 1879, for the receipt

of tenders up to 15th July following, on which day those received were

duly opened by officials of the Department, and they showed offers varying
in price according to requirements at the different places, the totals

ranging from $15,802.40 up to $43,000. The respective prices and names

are set ont at pages 30 and 32 of a Return to House of Commons. dated

81st March, 1880. The correspondence on the subject in the possession of

the Department is there given. Mr. Dickson, the contractor in this case,,
made the lowest and the contract was awarded to him.

In our judgment, the action of the Department secured the work con-

tracted for, at the lowest availiable offer and the contractor got no undue

advantage in the bargain.
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There has been no difference between the contractor and the Govern-
ment officials concerning the subject of the contract. The work was
finished and taken off his hands without dispute.

The total amount expended up to the 30th June, 1880, was $13,050.

CONTRACT No. 50.

Railway Spikes.

By this contract, dated 4th September, 1879, George Angus Miller,
Charles Herbert Miller and James Mitchell, under the firm of Miller Bros.
& Mitchell, bound themselves to manufacture and supply 400 tons of rail-
way spikes according to specifications, to be delivered at Fort William, and
300 tons at Montreal, receiving therefor, per ton of 2,240 lbs., the price of
$52.75 for those delivered at Fort William and $47.15 for those delivered at
Montreal, deliveries to be at the times mentioned in the contract.

On the 30th July, 1879, advertisements were issued, asking for ten-
ders of the 20th August following, for the supply of 35 tons of fish-plate
bolts and nuts, and 700 tons railway spikes, specifications and other inform-
ation to be had at the Engineer's Office in Ottawa. The tenders, which
were received in due time, were opened on the 20th of August by officials
of the Department.

Eight offers had been made, varying from $52.75. per ton, at Fort
William, and $17.75 at Montreal, to $65 at Fort William and $120 at Mon-
treal. The lowest offer was made by Miller Bros. & Mitchell, the present
contractors.

On the 23rd August, Mr. Ennis, of the Department, wrote to this firm
asking if they were prepared to supply and deliver 400 tons at Fort
William and 300 tons at Montreal at the prices named in their tender, and
if so, to deposit security equal to 5 per cent.

ln answer to this, Miller Bros. & Mitchell telegraphed on the 25th
August to Mr. Ennis, asking: " Is it absolutely necessary that spikes must
be delivered at dates in tender?" To which a reply was sent by telegraph
in the affirmative.

On the 27th August Miller Bros. & Mitchell telegraphed to Mr. Ennis
that they would remit their deposit that evening, and this was doue accord-
ingly.
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In our judgment the action of the Department secured the materials
here contracted for at the lowest available offer, and in the bargain the con
tractors got no undue advantage.

On the 25th August Mr. Tandy, of Moncton, was instructed by the

Department to proceed to Montreal, and inspect the iron in process of
manufacture by these contractors, and to report upon it as well as the

facilities for manufacturing it possessed by that firm, and their capability of

executing the contract within the time specified.

On the 3d September, 1769, Mr. Tandy reported that ho had examined

and tested the quality of iron being used by these contractors, and had

submitted the spikes to various tests, finding the quality satisfactory, and

equal to the test mentioned in the specifications; also, that the facilities of

the manufacturers for completing the contract in the time called for were

ample.

The contract has been duly ftilfilled, the expenditure under it up to

the 30th June, 1880, being $35,425.

CONTRACT No. 51.

Bols and Nuls,

By this contract, dated 8th September, 1879, the Dominion'Bolt and

Nut Company bound themselves to manufacture and supply thirty-five tons

of fish-plates, bolts and nuts, according to specifications, to be delivered at

Fort William, for the price of $75 per ton of 2,210 pounds.

On the 80th July, 1879, the advertisement described in our report on

contract No. 50, asked for the articles covered by this contract, as well as

for spikes mentioned in that one.

The tenders which had been received in due time, were opened on the

20th day of August by officials of the Department.

Five offers had been made varying from $75 to $85 per ton. The

lowest was made by these contractors.

On the 23rd August 1819, Mr. Ennis, of the Department, enquired of

the Dominion Bolt Company whether they were prepared to furnish the

thirty-five tons as tendered for, and if so, to deposit security equal to 5

per cent.
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On the 25th August, Mr. Livingstone, acting for the Dominion Eolt
Company, wrote to the Minister accepting the contract, and security was
duly provided.

The evidenc3 leads us to conclude that in this case the Dopartment
secured the materiàls bargained for at the lowest available offer, and with-
out giving the contractors any undue advantage.

On the 5th September, 1879, Mr. Tandy, named in our report on the
last contract, was instructed to make such examination as would enable
him to report to the Department on the quality of the iron proposed to be
used by these manufacturers, and the facilities possessed by them for com-
pleting the contract within the time specified.

On the 17th September, 1879, Mr. Tandy reported that he had visited
the works of these contractors in Toronto, and that the iron used was of
first-rate quality,' in every way equal to the specifications, and that the
manufacturers had all the facilities requisite to complete the contract in the
time called for by specification.

The contract was perforned. The expenditure under it was-
To 80th June, 1880 .................. .................. $2,662 50

CONTRACT No. 52.

Transportation of Rails.

This contract is not included in any single document. It is contained
in correspondence between the Department and the contractors. By the
agreement the North-West Transportation Company agreed to transport
6,000 tons of rails, more or less, from the ocean steamer's tackle at Montreal
to Fort William, at the rate of $6 per ton of 2,240 lbs.

This contract was let upon competition invited by circulars addressed
to eight different parties, asking for offers to forward 5,000 tons of steel rails
and fastenings, from Montreal to Fort William. Oily four out of the eight
replied to the invitation. All the tenders were at about the same figure,
namely, $4 per ton. Two at that rate were made respectively by Messrs.
Smith & Keighley and Mr. Henry Beatty. Two others were made respec.
tively by Messrs. Calvin & Breck and Messrs. Folger & Bros. at $5.75. The
two former, however, included the Montreal harbour dues, and the two
latter did not. It was found t hat the harbour dues amounted to 28 cents,
which had the effect of making the two offers last mentioned including
the harbour dues $6.03.
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The result of this competition was reported by Mr. Fleming on the
24th September, 1879. In his report, addressed-to theMinister, he states:-

"It is important that no time shouli be lost in completing arrangements. I beg, there
fore, you will give instructions as to the offtr ti be selected."

On the 29th September, 1879, Messrs. Smith & Keighley, who had
made one of the two lowest tenders, telegraphed to the Minister as
follows: -

" If you favour us with contract for tr-naport steel rails and fasteninge, Montreal to Fort

William, kindly make contract to IIenry Beatty, as he bas made arrangements with Grand
Trunk for prompt transport, and we to carry half quantity. Will this be agreeable to you."

On the 30th September, 1870, the following letter awarded the con-
tract to the North-West Transportation Company:

" OTTAwA, 30th September, 1879.
"Si,-I ar directed by the Minister of Railways and Canals to inform you that the offer

contained in your letter of the 3rd instant, for the transport of steel rails fiom Montreal to,
Fort William at the rate of six (6) dollars per ton, is accepted, the quantity requiring trana-
po-t teing four thousand tons This rate to include harbour dues,canal toll-, in urance to the
value of twenty-five dollars ($25.00) per ton, end piling et the point of delivery, the rails.

being received by you at the ship's tackle.

"I am, etc., etc.,
"F. BRAUN,

"$ecretory..
"HaNRY BEATTY, Esq.,

" Manager N. W. T. Co.,
"f Montreal."

The evidence leads us to conclude that in this instance the Department.
secured the work covered by the contract, at the lowest available offer, and
without giving the contractors any undue advantage.

Mr. Trudeau, the Deputy Minister, states that this work has been per-
formed and paid for without dispute.

The amount expended on this contract up to the 30th June, 1880, was
$15,084.

CONTRACTS 53, 54 AND 55.

Steel Rails, Plates, Bolts and Nuts.

These contracts cover the purchase of 45,000 tons of steel rails, with
the proportionate quantities of fish-plates, boits and nuts, from the follow-
ing parties
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Tons of rails.
The Barrow Homatite Co.............................. 30,000
Guest & Co ..................... ,.......... 10,000
The West Cumberland Co..... ............... 5,000

In each case the contract included the accessories; the prices of the

articles varying according to the dates of delivery. Further particulars of

.each contract are hereinafter given in detail.

Out of this quantity 11,000 tons were bought for relaying the Rivière
<du Loup section of the Intercolonial Railway, and 34,000 tons for the
Pacifie Railway. The need of 80,000 tons of the latter quantity was
stated in a report from the Chief Engineer on 7th June, 1879, as follows:-

" OTTAWA, 7th June, 1879.

"SIR,-I beg to drav your attention to the fact that it will be necessary at once te provide
'for the supply of rails for those portions of the line under construction, and also for those
immediately to be put under contract.

" There are on hand, lying at Fort William, 4S miles of rails, over an I above the length
wanted to lay the main track on contracts 14, 15 & 25.

Miles.
" The contracta recently entered into, 41 and 42, will require for miin

track 185 miles, of which 48 miles are provided, as above, leaving
to be provided..................................................................... 137

" To which should be added the length of line west of Selkirk, with
branch te Winnipeg, proposed immediately to be built-say...... î10

"Also allowance for sidings and spare track on whole line from Fort
William te Selkirk, an extension west of Selkirk-sqy............. 30

Total required for these services..................... 277
"Equal to, aay- 25,000 tcns.
"In addition to which the Georgian Bay Branch, contracted to be finished let July, 1880,

Will, if carried Out, require nearly 5,00 more. In all 30,000 tons tobe provided.
"I wouul accordinglv recommend that all the rails required, with a sufficient quantity of

fasteninge, shOuld at once be contricted for, to be delivered at Montreal by each of the fol-
rowing dates, Vi :..

" One-third by lst October, 1879.
" One-third by lst Jure, 1880.
iOne-third by let October, 1880.

"I have the honour to be, Sir,

"Your obedient servant,
"SANDFORD FLEMING,

"Engineer-in-Chief.
-9 The Ilon. Sir COARLEs TUPPER, K.C.M.G.,

" Minister of Public Worke."
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Three days afterwards an Order-in-Council authorized this recoimen-
dation to be acted upon: -

"Cory of a Report of a Committee of t/he Honourable the Privy Council approved by His
Excellency the Governor-General in Council, on tte 13th June, 1879.

"On a Memorandum, dated 10th June, 1879, from:the Ilonourable the Minister of Rail.
ways and Canals, reporting that it haés become necessary at once to provide for the apply of
rails for the portions of the Canadian Pacific lailway line now under contract, and also for
those immediately to be put under contract---the quantity Leing about 30,000 tons; and
recommending that he be authorized to advertise for tenders for the supply of rails required
with a sufficient quantity of fastenings, to be delivered at Montreal as follows, viz. :-About
one-third by the lot October, 1879; about one third by the lot June, 18S0; ùn 1 about one
third by the lst October, 1880.

"The conmittee advise that authority be granted as recommended.
" Certified.

"AW. A. IlIMSWORTU,
(. P'.C

Accordingly tenders were invited by the following advertisement
published in English newspapers:-

TENDERS FOit STEEL liAILS.

'-Tenders addressed to the Ilonourable the Minister of Railways and Canals will be re-
ceived at the Canadian Emigration Office, 31 Queen Victoria street, E.C., London, England,
until July 15th next, for steel rails and fastenings, to be delivered at Montreal as follows:-

t 5,000 tons by October lst, 1879.
5,000 tons by June 1st, 1880.
5,000 tons by October lst, 1880.

"Specifications, conditionq, forms of tender, and all other information wilt be furnished
on application at this office, or at the Canadian Emigration Office, 31 Queen Victoria street,
E.c., Inndon, England.

"By order,
"F. BRAUN,

SSecret'ary.

' DKPARTugaT Or RAILWAYS ASD CANALS,

" OTTwA, 13th June, 1879."

Between the date of this advertisement and the 21st of the same month,
the purchase of 5,000 tons of rails had been arranged for by cable telegraph
as described in our reports on contracts 41, 45 and 46, leaving 25,000 tons
necessary to be got for this railvay and 11,000 for the Intercolonial.

On the 21st July, 1879, the tenders which had been recived in
due time were opened at London in presence of Sir Leonard Tilley, Sir
John Rose, and the Chief Éngineer. Au abstract of them was made as they
were opened and initialed by these gentlemen, but no decision was arrived
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at, owing to the absence of the Minister of Railways, who was then in
Europe, but not in England. On his reaching London, on 23rd July, it
was then decided by Sir John Macdonald, Sir Charles Tupper, and Sir
Leonard Tilley, in consultation with Mr. Fleming, to effect the purchase of
the quantities above mentioned, and which included 9,000 tons beyond tho
'6,000 then understood to be required for use on the two railways.

Inasmuch as the question whether a Department ought to be moved by a
speculative opinion, concerning the future prices in any market, to purchase
property beyond what would b- deemed'requisite, in view only of the time
at which it was to be used, involves a discussion of the principles upon
which public funds may be dispensed by a Department of Government,
we avoid comment on this feature, and we remark only on the judgment
exercised concerning the financial results of the transactions.

Assuming then that this course was open to the Minister of Railways,
we have to say that, in our opinion, the probability of a rise in the price of
rails was at that day sufficient to induce a·private party requiring 86,000
tons, and expecting in the future to require more, to purchase 9,000 tons be-
yond his immediate wants.

We are not inflaenced to this view by the subsequent facts, and
althongh, according to the opinion of Mr. Reynolds, who took part in the
inspection of the rails and was acquainted with the past fluctuations of the
rail market, these purchases were at "about the lowest prices that have
ever been entered into for steel rails either before or since, of that weight or
quality; " and although the market rose so rapidly afterwards that the de-
liveries under the contracts were made at rates conisiderably less than the
Prices then prevailing, our duty is to look at the transaction by the light
only of the circumstances which existed at that time.

ln considering the matter which might then have led one to anticipate
a rise in the price of steel rails, we ought not to omit the history of its pre-
vious fluctuations. These are already remarked upon in our report of con-
tracts 6 to 11, and are indicated approximately in the copy of Mr. Sandberg's
diagram which accompanies that report (page 171).

It will b there seen that in 186- the ruihng price was £19 stg, from

which it fell to £10 in 1870, and after-rising again to nearly £18 stg. during
a short inflated period in 1873, it fell gradually, with occasional rests until
sometime in July, 1379, when this diagram places it at £4 ]Os stg, less
than half the price to which the market had descended in its first great
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decline before mentioned. This price, £1 10s. is, of course, for delivery in
England. In this instance, however, the competition brought out offers
even more favourable-than that, the first delivery under two of the three con-
tracts was at £4 17s. 6d., and under the other at £4 19s. Od., which prices
covered the ocean freight to Montreal.

A review of the antecedents of the market would be likely, therefore, to

create at that time a belief that its future would not be so favourable for

buyers, but the position actually taken by the competing tenderers seems to

us to have removed the subject from the region of theory, and to have given
this belief a foundation of fact.

It will be remembered that tenders were invited for delivery at three
different dates, Ist October, 1879, 1st June, 1880, 1st October, 1880. We
set out hereinafter a synopsis of all the tenders for delivery at Montreal, but
it is pertinent to the matter now under consideration, to point ont a strong
feature of the competition on this occasion.

Twenty-eight tenders were opened, seventeen of them for delivery at

Montreal, the point named in the contracts; some of these were for the
accessories only. Ia fourteen of them the prices for rails ranged, acording
to the dates of delivery, as follows

lst October, 1879, from a£ i 17s. Gd. to £5 1Os. Od.
lst June, 1680, 5 Os. Od. 5 15s. Od.
Ist October, 1880, " 5 2s. Od. " 5 17s. Gd.

This tenàency to the higher price, as time went on, was not confined
to those tenders which took the highest and the lowest places respectively.

Eleven out of the fourteen competitors required higher prices for the

lattr dates. and the average of them all was as follows:-

Delivery on lst October, 1879..... ............... £5 4s. 2d.
"st June, 1880......... .............. 5 7s. 5d.
lst October, U 80 ...................... 5 9s. 5d.

From the evidence it appears to us that, while these offers were being
framed, causes within the knowledge of the manufacturers as a class were
already at work, which would soon make the production of rails more ex-

pensive; and so the tenders, at their opening, declared the time for the
first deliveries to be a turning-point in the market.

The concurrence of opinion from so many independent sources, in fact

rival sources, each a serious proposal for a business transaction, might, in

429



our judgment, well convince one that a rise in the price was more than
probable, and at the same time the offers gave some intimation of the rate
at which it would go up. Before these contracts were executed, one of the
tendering firms, Wallace & Co., declined to carry out their offler for the
reason, as Mr. Fleming says, that the price of rails rose between the tender
and the acceptance of it.

In our judgmnent, the purchase, from his own funds, of one-fourth more
than the quantity immediately required, would, on consideration of the
facts above stated, commend itself to a careful business man as a desirable
investment.

On 1st October following the Chief Engineer gave a history of this
transaction as follows:-

CANADIAN PAcIF10 RAILWAY,
OFFIcE OF TIUS ExOR-za-CIr.,

" OTTAWA, 1st October, 18:9.

Sm,-I herewith tiarmmit to you tenders for steel rails received during the past summer

in England. The tenders were invited by advertisement, dated 13th June, 1879, and opened
21st July, 1879, by the lon. Finance Minister, Sir Leonard Tilley, in presence of Sir John
Rose and myself. The document A (in No. 20,595) shows the names of the parties tendering
in the order in which the tenders were opened, numbered from 1 to 28, inclusive.

"I Tbe tenders for delivery in Montreal are classified in statement B (in No. 20,595). For
delivery f.o.b. in statement C (in No. 20,595). For delivery in miscellaneous places in state.
ment D (in No. 20,595).

" A summery of tenders for delivery cf rails in Montreal wili be found in statement E
(in No. 20,595). Fer delivery f o.b., in Statement F. For miscellaneous drlivery, in Stae-

ment G (in No. 20,593)
" When tenders were opened Sir Charles 'upper, minist r of Riilways and Canais, was

not in England. IIe arrived in London oi the 23rd July.
"On the 24th July a telegr:m vas sent to John Wallace & Co., copy enclosed il (in No.

20,595), Making enquiries as te their tender and their ability te complete the cotrart.
" Similar telegrani was sent to Mr. A. 'r. Drummond, who represented this tirm.
" On 25th July (afternoon) no reply fron John Wallace & Co. or Mr. Drumâmond having

be en received, it was decided to pas thema over, on the ground of irregularoty f tender and

for other reasons, and accept tendo.rs No. 21, Bgrrow Stee.1 Co., for 15,000 tons, and tonder
No. 17, (uest & Co., for 10,000; both these cowpanies were asked if they coA I deliver a
larger qualntity Ibis year at the same prices. Unf vourable replies wre received.

« On the 26th July, the tenJer of the West Cumberland Co. for 5,000 tons was accepte]
and that company was ask d if tel'y would de!iver more on the sinae terrs The r -ply was
unfavourab!e f r further lelivery,

" Some correspondence having arisen with John Wallace & CO., a telgraml was sent thenm
on the 27th Ju!y, copy enrlosed I (in No 20,595) accepting their terder for 15,0G0 tons, and
asking therai.to stat.e the usme of the manufacturers. On the 30lh July no reply of any kind

having been receive1d from Wallace & Co., and the B'rroiv Co , through their agent, Mr. IIalton
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Green, baving expressed their willingness to renew propisals for an additional quanity, that

gentleman was requested to make the proposal by letter, which he did on the 30th July

enclosed K in No. 20,596), and a reply was sent to him the same day, enclosed L (in No.

20,596) accepting the proposal to furnish 15,500, payments being postponedl until after the Ist
Juiy, 1880.

< On the 31st July Mr. Drummond called in the interest of John Wallace & Co. le was.

told that as Mesera. Wallace & Co. had net been heard from since the 27th July, the n-atter
was considered closed and otLer arrangements made. On the 2nd August, near midnight, a

letter was received from Mr. Drummond on behalf of John Wallace & Co, which see M (in

No. 20,596).
" On the Sth August John Wallece & Co. wrote that they were ready to go on with the

contract, enclosed N (in No. 20,596);. and on the 1]th August, a reply was sent te them,.

accepting the pioposal, and stating the terms of contraces, enclosed O (in No. 20,5,6).
" On the 15th August Mr. Stewart and another gentleman from John Wallace & Co.,

called and promised a reply that evening by telegraph, whether or not they would undertake
the whole 15,000 tont, or only 10,000 tons, the latter to be delivered in 1880 the Minister
having given them the option. No further communication had been received from Mersrs.
Wallace and Co. up to the tirne I left London on the 18th August.

" Before I left London, directions were given with regard to the preparatien of contracta.

and other matters Mr. Thos. Ieyoolds, jun., wasappointed Inspector of Rtils for the Depart-

ment on the terme of the letter dated 26th Ju'y, 1879, enclosel P (in No. 20,596). In this

duty he is to be assisted by Mr. C. P. Sandberg, a former inspector.
" On the execution of the contracta by the manufacturers in England, Mr. Reynolds was

te forward them here; but at this date they have not been received.
" The tenders as opened by Sir Leonard Tilley, Sir John Riose and myselfaccompany this.

Irn, &c., &c.,
"SANDFORD FLEMING.

I Engin eer-in-Chi ef.
" F. BAUN, E sq.,

" Secretary Department of Railways and Canals.'

Messrs. Wallace & Co referred to in the above report did not carry out
their offer, although it was formally accepted, and a suit at the instance of
the Government was instituted against them for the pnrpose of recovering
damages for their default. Subsequently the suit was abandoned under
the authority of the following Order-in-Council
i Cory of a Report of a Committee of the Honourable the Privy Council, arproved bg His

Excellency the Governor General in Council on thle 61h January, 1880.
"On a Report, dated 5th January, 1880, from the Ilonorable the Minister of Railways and

Canals, stating that Mr. John Wallace of Dundee, Scotland, has presented a memorial praying
that the action instituted in the law courts in London, England, by the Governnent
against h s firm, -John Willace & Co., for damages for breich of their contract for the supply
and delivery of 15,000 tors of steel rails, may be discontinued upon bis assuming the pay-
ment of all the costs and expenses of the suit.

"That it appears from the memorial that the agreement to enter into the contrawt in
question was made in the absence of the senior partner of the firm of John Wallace & Co.)
who represents thst a suit against them would force the 6rm into bankruptcy.
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" The Minister is of opixion that it is doubtful if any advantage would result to the

Government from the prosecution of the suit against John Wallace & Co., and recommends
tbat it be discontinued on the payment by the memorialist of al the costs and expenses.

"The Committee submit the above rsconmendation for Your Excellency's approval.

"Certified.

".J. O. COTÉ,
Il A. C. P. C."

With Mr. Fleming's report of lst October was sent a list of the papers
which accompanied it. We do not find it necessary to reproduce in full
either the list or any of the papers. We have examined the originals, and
in connection with the other evidence they show, that each of the three
contracts under consideration, was based upon the lowest available offer
for the whole, and every portion of the quantity covered by it.

We give below a statement showing the price of cach thousand tons
ut the respective rates named in the fourteen tenders for delivery at Mont-
real, and the rank which the tenderers take, giving the lowest offer, the
highest place, and so on:-

COST 0 1,000 TONS OF RAILS WITH PROPORTIONATU QUANTITY
O FISM-PLATUs AND BOLTS AND NUTS.

NAæs.

West Cumberland Co ............................

Barrow llmatite Ca...................

G uest & Co...........................................

W . Banks ....... .......... .....................

Mous Bay HBmatite Steel C...............

Steel, Tozer & Hampton .......... ..............

The John Cockerill Works Co. ...............

Brown, Bayley & Dixo ..........................

W. Il. Pillow & Co.....-...................

amuel Fox k CO........... .-........

Charles Cammell & Ca..................

Bolkow, Vaughan & CO. .................

Rhymney Iron Ca......................

Bateman & Co. .............. -------.....

lst Oct., 1879.

£ s. d.

5,245 10 0

5,212 10 0

5,230 0 0

5,554 10 0

5,604 10 0

5,500 0 0

... .................

5,675 10 0

5,612 10 0

.....................

5,671 17 6

5,605 0 0

.....................

5,775 o 0o

lot June, 1880

£ s.

5,401 10 0

5,342 10 0

5,360 0 0

5,513 5 0

.....................

5,625 0 0

5,487 10 0

.....................

5,758 15 0

5,750 0 0

5,803 2 6

5,867 10 0

5,88) 0 0

5,958 15 0

lst Oct , 1880.

£ a.

...........

5,473

5,620

5,489

15 O

0 0

7 6

.....................

5,750 0 0

5,800 0 0

.....................

5,758 15 0

5,750 0 0

5,803 2 6

5,867 10 0

5,880 0 0

6,168 15 0

Mean.

£

5,323

5,342

5,403

5,519

5,604

5,625

5,613

5,675

5,710

5,750

5,759

5,780

5,880

5,961
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This statement shows the order in which the tenders were most favour-
able to the Government, who took 80,000 tons, (all they would agree to
furnish) from the first; 10,000 (all they would agree to furnish) from the
second, and -5,000 from the third.

We are led to conclude that in each of these contracts, the Department
thus secured the materials covered by it at a lower rate than could have been
done by any other means then within its -reach, and that in nio case did any
of the contractors get an undue advantage.

CONTRACT No. 58.

This was dated 30th A.ugust, 1879, and by it the Barrow Hæmatite-
Steel Company undertook to manufacture, according to specifications
attached to the contract, and to supply and deliver at Montreal, steel rails,

-tegether with such quantity and number of ateel fish-plates, as might be
proportionate to, and required for laying the said rails, and also such
quantity and number of iron bolts and nuts, as might be proportionate to
.and ,required for:the rails.

The quantity of rails, and the respective datesof deli very, and the price
of each class of material were as follows:

Rates per ton of 2,240 ibs.

Date of Delivery. Rails, Tons. ----

Rails. Fh-plates Bot
Rail. PlteLand Nuts.

£ s. d. £ s. d. £ s. d.

October lst, 1879...............,............. ................. 5,00 4 17 6 5 17 6 10 5

June lst, 1880............................................. ...... 5,000 5 0 0 6 0 0 10 5 0
September 1st, 1880.......................................... 5,000 4 17 6 5 17 6 10 5 ,

do ........ ... .................... 5,000 5 0 0 6 0 0 10 5 0

October lst, 1880....... ......----......................... 10,000 5 2 6 6 2 6 10 7 6

The time for the fulfilment of the contract had not expired at the date
of our commission. It had been partially fulfilled, and up to 80th June, 460,
the amount paid on it was $283,986 for the Canadian Pacific Railway.:Whis
covered about three-fourths of the whole quantitywhichhad been delivered
upto that time by these contraetors ; the remainder had been deliverTed to
the Intercolonial Railway, and charged to that account.

28
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CONTRACT No. 54.

By this agreement, dated 11th September, 1879, George Thomas Clark,
under the style of Guest & Co., undertook, in terms similar to those of Con-
tract 53, to deliver at Montreal, steel rails, with fish-plates, bolts and nuts, as
follows:-

.Otober lot, 1879...............................................

June lt, 1880. .........-....... .............................

5,000

5,000

s. d.

17 6

0 0

£ s. d.

12 0 0

12 0 0

The contract was fulfilled. The amount paid on it up to 30th June,
1880, was $79,480.11, for the Canadian Pacifie Railway. This covered about
two-fifths of the whole which had been delivered up to that time by these
contractors; the remainder had been delivered to the Intercolonial Railway,
-and charged to that account.

CONTRACT NO. 55.

By this agreement, dated 29th August, 1879, the West Cumberland
Iron and Steel Company undertook, in terms similar to those of contract
58, to deliver at Montreal steel rails, with fish-plates, bolts and nuts, as
llows»:-

Date of Delitery.

_)otober lst, 1879- .. .........................

November 1st, 1879........... ...........................

Rails, Tons.

3,000

2,003

Rate per top of 2,240 lbs.

Rails. Fish-plates. an a

£ s. C. £ u. d. £ a. d.

4 19 0 4 19 0 9 15 0

4 19 0 4 19 0 9 15 0

The contract was fulfilled. The amount paid on it up to 30th June
1880, was $110,076.56.



CONTRACT No. 56. 438

CoNTRACT No. 56.

Constructing a Bridge.

This agreement is not contained in a single document ; it was made by
accepting, on the 29th November, 1879, a tender sent in by the Kellogg

Bridge Co. for the construction of a railway bridge, according to specifi-
cations, over Rat River on the Pembina Branch, the price for its com-
pletion being $1,884.

The following report by the Chief Engineer shows the necessity foer
the work and the first steps towards the contract.

" CANADIAN PAcIFIo RAILWAY,

" OI 0OF THE ENoINEER-IN.CHIP,

"OmTÂWÂ, 24th November, 1879.

"SI,-On my return from Manitoba I reported, among other things, that a permanent
bridge should be erected at Rat River on the Pembina Branch, as the present temporary -
structure was far from satisfactory, and liable to be washed away by the spring freshets.

"While on the spot I directed the contractors to prepare pile abutments for the new
bridge, and on reaching Ottawa, under your authority, I had an advertisement put in the
Toronto, Hamilton and Montreal papers inviting tenders for a single 60 feet iron span.

"Tenders have been received from the Hamilton Bridge Company, the Toronto Bridge
Company and the Kellogg Bridge Company. An abstract of these tenders is attached.

"I found that the peculiar design of the Kellogg Bridge would necessitate lengthening
it three feet to fit the abutments now under construction. I asked by telegraph what
.additional sum would be required for the extra three feet, and received the following
reply: --

"Three feet additional ength will cost eighty-four dollars."
"The three acceptable tenders will therefore stand thus :-

Hamilton Bridge Company........................................................ $2,798
Toronto Bridge Company.......................................,................... 3,403

Kellogg Bridge Company............................................................ 1,384
"I find, on examining the tenders, that to the Kellogg Bridge Company's tender wll

-require to be added the cost of timber beams or ties immediately under the rails. This

should not bring the whole cost of the span over $1,600 erected in place and rails laid.
"I would advise the immediate acceptance of the tender of the Kellogg Bridge Company,

if they will undertake to complete the contract by the lst February next.
"I ami, Sir, your obedient servant,

"SANDFORD FLEMING,
" Engineer-in-CALef.

4« The Hon. Sir CHARLES TUPPER, K.C.M.G.,
" Minister of Railways and Canais."

Before advertising for tenders as mentioned in this report, Mr.
.leming, consideriug the matter very urgent, proposed to the Department
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that the required bridge should be manufactured without competition, but
it was decided to advertise for offers, and the result was the three proposals
mentioned by him. We have not thought it necessary to repeat the sub-

-stance of them, inasmuch as Mr. Fleming's report shows, that the one
accepted was the lowest'and at almost half the price of the one next âbove
it. The Kellogg Bridge Co. was notified on the 29th Noverber that thiir
tender was accepted.

In consequence of delay in the fulfilment of the bargain, and Mr.
-Fleming's alarm at the state of the temporary bridge, a person was sent to
Buffalo to get the materials, and these were'transportéd to the place "fbr
which the bridge was intended; it was then erected by days labour, the
cost of it being charged to the contractors. The work was completed in
tbis way, and the bridge, gives satisfaction.

Up to the 80th June, 1880, the amount paid on the contract was
$1,150.

CoriTM&r No. 57.

Railway Frogs.

This agreement is not contained in a single document; it is embraced
in an offer made by the Truro Patent Frog Company, and the acceptance elf
it, whereby this company undertook to furnish 120 Starrat's adjustable âteel
rail frogs of specified angles, for the sum of $65 each, and switch frames,
signal posts, connecting bars and gearing complete, (which included wood-
work, head blocks and sliding chains,) "$35 every switch complete."

There was no public competition in this case. 'The Government had
previotkly been getting railway·frogs made at theKingston Penitentiary
at $80 'ách, the connecting bar at i15.50, and the switch gear at $40, iU all
$186.50, foi what cost $100 under this contract.

Mr. Schrieber, considering the Truro frog better than that which had
been previouslY used,1n'6tdght it to the notice of Mr. Fleming, pointing out
that the rails were petfectly interchangeable, that it had more inherent
strength, and that after using it on the Intercolonial Railway he had found
it al that could be desired.

On the lst September, 1879, Mr. Smenllie, in the absence of the Chief
Engineer, reported to the Department that a number of frogs with switch
gar were wanted for use at Fort William and in Manitoba, and recome
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inended that these articles should be manufactured without delay, so as to
be delivered before the close of navigation.

MN. Flening stated in his evidence that he knew of no other place in
thercountry, where these frogs could be made, except by the consent of the
present contraetors, who either were the patentees, or had secured from the
patentees the right to make them.

4t the request of the Department these contractors stated by telegram
tieir terms for the manufacture of 120 ; these terms being as above men-
tioned. Their proposal was accepted, and the acceptance. was confirmed
by an Order in Council.

The saving was not as great as the difference between the price paid pre-
vi4ously for those manufactured at Kingston, and those made at Truro, i. e.
U6160 The cost of transportation between those points was to be deducted.
from this difference, to show the actual saving. That cost was not ascer-
tnede by uv

We give below the Order in Council to which we have alluded

Óo Of a Reprt of a ommittee of the Honourable tha Privy Concil, aÿproved byH<e
Ex-cellency the Governor General in Council, on tMe 23rd December, 1879.

• diä a Report, dated 20th December, 1879, from the.Honourable the Minister of Railways
andçcAnxie, atating that in the month of November last, upon an intimation from the EngI-
ne.r4n-Chief of the Canadian Pacifie Railway, that certain frogs and switch gear wererequired
before.the close of naviLgation for use in, the Fort William and MavitWba, d isnat that
rail*ay, he authorized, the acçeptance of au offer receive•l from the Truro Patent Frog
-Cbmpany to supply 12(e of "Starrat's Patent Adjustable Steel Rail Frogs," for the' sum pf fs
*ShÀ and switch frame.l signal pos, connecting ties and gearing dcop1eta, for *tée
sp$4i eompletey-fm»kin&.a total coet af 8100 per oet, and requeting that hi. aetlodin the

Matter, for the reasons stated in his report, be approved, and that tbe order given.to the

Truro Company be confirmed.
" The Crmmttee rcommendtlrt the action of theifuister of R 1lways and Canais b.

-camfpoeul agwrequested4
"Certified.

" J. O. CO'I E
".Assistant C(erk, Privy 0«ncil."

On the evidence we conclude that by this contract the Department
procured the property covered by it at as low a price as would have been

possible by any other course, and that the contractor got no undue

advantage.

The contractwu>falfilled, and the amount paid on it to 89th June,
1880, was l12o9o.



CONTRACTS.

CONTRACT No. 58.
Railway Turn-tables.

By this agreement, dated 26th February, 1880, W. Hazlehurst under-
took to make, according to specifications, and to deliver one decked turn-
table at the price of $2,016, and three open ones at $1,360 each.

This agreement was the resuit of competition, invited by circular,
addressed to the Hamilton Bridge Company, the Toronto Bridge Company,,
the Kingston Engie Works, and W. Hazlehurst of St. John.

The circular was as follows :

"Several nrat-clsIs iron turn-tables, fifty feet in diameter are required for the Pacific Rail-

Sthe frst in the engin. house at Selkirk must be erected and placed by the 15th March
»ei, This must be decked, the deck supported in centre; for the other tables required,
separte prices are invited; for deck and open work proposals will be received up to 30th,
instant, Fobruary, 1880. Drawings should accompany proposals."

The tenders were opened by Mr. Trudeau, Mr. Braun and Mr. Fleming,
and were reported on by Mr. Fleming on 14th February, 1880.

The lowest offer was by W. Hazlehurst, and this contract was based
upon its terms. Mr. Fleming's report recommended its immediate accept-
ance; it was the most favourable for both decked and open turn-tables.
The next highest offer was from the Hamilton Bridge Company at $2,850 for
the decked, and $1,700 for the open turn-table.

According to the evidence of Mr. Fleming, every one in the business
Ikely to send in a tender was appealed to by the said circular, and al
probable Canadian competion was thereby excited. He thought that the-
uxode of inviting tenders which was adopted in this case was the best in
the public interest.

On the evidence we conclude that in awarding this contract, the De-
partment provided for the articles covered by it at as low a price as was
then possible, and that the contractor got no undue advantage.

The contract was not falfilled at the date of our commission. The-
amount paid on it up to 3oth June, 1880, was $2,016.

CONTRACT No. 59.

Railway Ties.

By this agreement, dated the 7th day of February, 1880, Charles
Whitehead, Henry N. Ruttan and John Ryan, undertook to make and de-



CONTRACT No. 59.

liver 100,000 tamarac ties, according to specifications, on the track on sec-

tion 14, in sufficient time to admit of their being hauled to the west side of
Red River, over the temporary track then laid upon the ice at Point

Douglas, in Winnipeg, receiving therefor 27* cents per tie, if stumpage

should be charged against them by the Government, otherwise the price

should be three cents per tie less.

This contract was brought about because it was deemed expedient by
the Government to secure ties for at least a portion of the second hundred

miles west of Red River, before the ice broke up in the spring of 1880. The

Chief Engineer considered that if the matter were put off until the contract

for that portion of the line was let, it would be too late 'for the contractor

to secure the ties necessary to enable him to lay the track, and the Minister
concurred in the proposal to invite tenders, before the winter passed away.

A letter on the subject was addressed to the Minister by the Chief Engi-
neer, recommending that arrangements should be made without delay, and

that the ties, when obtained, should be taken to the west side of the river,
and there piled at convenient places until wanted. The suggestion was

concurred in and the following telegram sent to Mr. Rowan, at Winnipeg,

on the 29th January, 1880

'Receive tenders for 100,000 tamarac ties to be delivered along track, section 14, in time

to be taken across ice bridge to west side of Red River. Telegraph particulars of tenders on
reoeipt.

"SANDFORD FLEMING."

On the 5th February Mr. Rowan telegraphed Mr. Fleming as follows:

" Ten tenders for ties received to-day. The f lbwing are the loweat, the price coveri-

the Governaient charge for stumpage. Deduct three cents in aIl cases if stumpage will nit

be charged."

The names are then given, showing that Charles Whitehead and

Henry N. Ruttan made the lowest tender at the rate above mentioned.

The prices varied up to 83 cents per tie. On the following day Mr.

Fleming was authorized to telegraph to Mr. Rowan that the tender of

Whitehead & Ruttan was accepted, and Mr. Rowan was instructed to

make a contract for dclivery in good time. Mr. Ryan's n m3 was added to

the firm of contractors with the approval of the Minister. This contract

appears to have been entered into at a price as low as would be paid under

any other arrangement. The delivery of the whole quantity agreed upon

was completed early in April, 1880. Some delay took place in the settle-

ment of the amount due to the contractors, on account of a second inspec,
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tion Which Mr. Rowan considéred to be necessary in the public interest.

Up te the date of our commission *20,800 had been paid upon the contract

CONTRACT No. 60.

Railway Construction.

By this contract, dated 23rd December, 1879, Andrew Onderdonk

covenanted to complete according to specifications, on or before Sist December,
1883, all the works mentioned therein, including the excavation, gradin&
bridging, track-laying and ballasting on the railway, from Emory's Bar te

Boston Bar, about 29 miles, (known as section A), in British Columbia,
receiving therefor the respective prices affixed to the different items and
clase of work mentioned in a schedule in the said contract, and subject to
the condition that if it should appear that the total sum therein named as
the intended expenditure ($2,727,300) would be exceeded at the said prices,
then the work might be stopped, and that no work beyond that total should
be done by the contractor unless the Minister should first authorize it.

The first advertisement inviting competition for the work in British

Columbia was in August, 1878, on which occasion tenders were asked for'
the distance between Yale and Kamloops, (about 125 miles.) Subsequently
the time was extended by advertisement until 12th January, 1879. No
action was taken on that occasion, because it had been decided by the Gov-

ernment to get fuller information concerning the route to BritishColumbia,

before placing this construction under contract.

On the 3rd October, 1879, adrertisements called for tenders up to 17th
November, 1879, and forms of tenders, as well as specifications and other
memoranda of information, were prepared and furnished to applicants. The
distance before mentioned, from Yale to Kamloops, was divided into four
sections:

Section A. Emory's Bar to Boston Bar, 29 miles.
" B. Boston Bar to Lytton, 29 "
" C. Lytton to Junction Flat, 281
t D. Junction Flat to Savona's Ferry, 401

and separate tenders inavited for each.

After it was decided by the Government to place this portion of th.

line under contract, the mode of inviting tenders was discussed by thqe

Privy Council, and after a statement by the Chief Engineer upon the subject,

«twas considered that the construction of the whole, distance would be au
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undertaking so heavy, as to induce competition from only a few persons, and-

consequently that dividing it into four sections, and inviting offers on each

section, would result in a keener competition, and finally a smaller cost for
the whole; and, therefore, the offers were asked in that shape.

The tenders were opened by Mr. Trudeau, Mr. Braun and Mr. Fleming.
On 22nd November, 1879, Mr. Fleming reported on the substance and

effect of the several tenders, giving also a summary of those four contracters

who had made offers for the four sections, showing the gross amountw in-

eachtcase; this is to be found at page 144, of a Blue-book Return to the House

oftommons, dated 16th February, 1880, which return included all tenders

fôr works on this railway since January, 1879, and other particulars

concerning them, each regular tender for each of the sections above men-

tioned being set out in full.
The lowest regular tender was accepted for each of the four sections,

and became the basis of the contract finally executed.

The following are extracts from Mr. Fleming's said report

"I have examined the rates given in the lowest tenders; they generally bear a fair

relation to each other, and are'about the prices for which other work has been recently place&

under contract on other sections of the railway. I do not think experienced and responsible

contractors would be safe in undertakint to do the same work at less rates.
"Those who made the surveys and calculations inform me that the qnantities are very

full, and that in actual execution they can be largely reduced. I am convinced, moreover,
thby making an extremely careful study of final location, by sharpening the curvature in
some places, by using great judgment in adjusting thei aligument to the sinuosities, and
sudden and great inequalities of the ground, by substituting the cheaper classes of work for

theiore costly, wherever it eau safely be done, and by doing no work whatever that io not

absolutely necessary, a very marked reduction can be made."

Some errors were discovered in the addition' of some of the tenders-

after correction the five lowest stood as foilows for section A, (the subjeot

of this contract):-
1. D. McDonald & Co......... ................................................ $2,727.300
2. J. Heney & 00.................. .............................. 2,761,380
3. C. Peterson................................................................... 2,766.745
4. Rogers & Farrell....................................................... 2,940,115

5. Shields & Co... . . ............................................. 2,993,620

For this section, there were two tenders adjudged, at the time of open-

ing, to be irregular, both having reached the Department at 8.30 p.m. of the

17th November, on which day noon had been named as the last hour for

the receipt of offers. One was from Messrs. Battle, Symmes and Jackson,

at $2,634,120. The other from Brown and Corbett, at $2,598,480. The



latter was not accompanied by the name of any sureties or by any cheque, as
was required by the stated conditions.

At the time of opening these tenders the Minister of Railways was not
in Ottawa, and the tenders were put in a sealed package, and until his
return were kept by Mr. Trudeau in a safe in his room. On the return of
the Minister the contract for this section was awarded to D. McDonald &
Co.; and they were notified to that effect by a letter from the Secretary of
the Department, dated 25th November, 1879, which required them to
deposit by the 8th December following the sum of $186,000 as security to
the Government. This letter was acknowledged on the following day by
a 1ett r from this firm,in which they stated that they were prepared to com-

ply with the conditions of the specifications and tender.
On 2nd ]December, Messrs. D. McDonald & Co., lodged the necessary

security for the contracts for sections A and C, with the Department, in the
shape of deposit receipts of the Banque d'Hochelaga for $238,000.

The evidence shows that this contract was awarded at the lowest rate
open to the Department, and that the parties to whom it was awarded got
thereby no undue advantage.

On the 20th December, 1879, a document to the following effect was
received at the Department:-

"OTTW&, 15th December, 1875.
8tSR,-We hereby authorize the award of the contract for sections A and C of the Can-

adian Pacifio Railroad, in British Columbia, being transferred from us to Audrew Onderdouk,
and to the execution by the Government of contract for the said sections with said Onder-
donk, and the acceptance by the Government of the deposit required as. security for such.
eontracts from said Onderdoak in lieu of that deposited by us,which we agree to receive baok
from the Government on the security to be put up by said Onderdonk being accepted by the.
Govelrnent.

"Your obedient servants,
"MeDONALD, LOSS, CIARLEBOIS, MOCRAE & CO,

4 As per subjoined names of the individual members thereof :
•'DUNOAN McDONALD,
"H. McP'ARLAND, per D. MoD,
"L. M. LOSS,
"Wu. MoORa n,
"A. O H &RLEBOIS,
"L. Z. MALLETTE,
"ED. 8HANLY,
"JOHN SULLI AN,
"P. MoOREA, per D. MoD.,
"«A. P. MACODONALD.

64To the Hon. Sir CHARLEs TUPPaR, .C.M.G.,

"Minister of Railways and Cana!s,
" Ottawa.,
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CONTRACT No 60.

The Minster submitted to the Privy Council a memorandum, of whici

the substance is shown in the following Order-in Council:.

UCopr of a Report of a Committee of the Honourable the Privy Council, approved by Hi#-

Excellency the Governor General in Council, on the 22nd Decenber, 1879.

" On a memorandum dated 20th December, 1879,from the Honourable the Minister ofEails.

ways and Canals, reporting that Messrs. McDonald & Go., the lowest bidders for the eoctions

of the Canada Pacifie Raitway extending from Emory's Bar to Boston Bar (sectidu A) and-

front Lytton to Junction Flat (section C), have filed in his Department letters fromn thê
cashier of the Banque d'Hochelaga stating that Maai. McDonald, Loss, Charlebois, McCQra.

& Co, Lad deposited in his bank to the credit of the Receiver.General the sumo of $198,38ê

and $39,666, forming together the sum of *238,000, payable on demand.
" That on the 20th instant Mesrs. Duncan McDonald & Co. have addressed a letter to-

the Departni ont requesting that the contracta for the two sections A and C be given to Andrew

Onderdonk, and that Mr. Onderdonk has deposited to the credit of the Receiver-General
in the Bnk of Montreal the security required.

" The Minister recommends that h. be authorized to enter into contract with Mr. An-

drew Onderdonk for the construction of sections A and C at the prices named in the tender
of Mesurs. Duncan MoDonald & Co.

"The Committee submit the above recommendation for Your Excellency's approval.

" Certified.
" j. O. COTÉ, Assistant Clerk.

The contract was entered into with Mr. Onderdonk under this
authority.

The firm to whom this contract had been awarded, Messrs. D. Mc-

Donald & Co., were also successful tenderers for section C, and the con-

tract for that was also awarded to them by letter of 25th November, 1879.

For assigning their position ccncerning these two contracts, Mr. Onder-

donk paid that firm $100,000.

The evidence shows us that there had been, previous to the opening of

the tenders, no arrangement by which Mr. Onderdonk, or any one on his-

behalf or for whom he was agent was in any way interested in the
tender of this firm for either oi these contracts (A and C).

Mr. Onderdonk finally became the contractor for the whole fbur sec-
tions in British Columbia. He executed three of the contracta in his own-
name, and the other was assigned him after it had been entered into by-
Zurcell & Co.

We have examined several witnesses upon the question whether,

mUider-the circumstances, placing all the contracts in the hands of this con-
tractor was an advantage, or a disadvantage to the public.

441ý



Mr. Trudeau testified, that he thought it better that large works should
be placed as much as possible- in. the hands of a single firm if it had large-

eeans; that the works are more likely to be constructed effectively,
because there would be a unity of action in the preparations and in the
ianner of conducting the worki in the purchase of provisions and the
plant required and less competition for labour ; and that it would be a
material advantage in this case, because, at all events, all the plant and.
supplies would probably have to come from one end of the works in British
Columbia, and the present arrangements would prevent disputes between
different contractors.

Mr. A. P. Macdonald, one of the firm who had mad' the successful
tender, and who had had large experience in contracting, was a witness,
before us. He stated, in effect, that in a country like liritish Colçmbia, oue7,
company could do the work on the whole distance at from 15 to 20 per
cent. less than it could be done by dividing it into four sections, and that
this would enable a person to pay something for the contract, for the whole,
and still make as much profit as separate contractors could make on separate
sections at the original prices. That in sub-divisions more plant and
machinery per mile of the work would be required than on a contract for
the whole distance, and he mentioned also the advantage of controlling the
labourers better under one management, than by competitors on different
Sections.

Mr. McCrae, another of Mr. McDonald's firm, gave evidence in the
same direction.

Mr. Mille, who represented a syndicate formed to support Mr. Onder-
<onk in the fulfilment of these contracte, gave his evidence. He had had
mu rperience concerning railways, not as a contractor, but as a proprie-
tor and iMfurishing money for building them. His opinion was that ai
these sections. being close together, and all very heavy work, that comapedk
tion for labour and(in otherways.would be detrimental, that they ould al
beprosecuted under, one head with, much greater economy, that, on the
-Whole, he believed the work would be more efficiently doue by having o»am
.coutractor than separate firme for different portions of the work

Mr. Fleming testified that, in his opinion, placing all the works in -th
hýuds of one cotractor, would result inconsiderable advantages.

Mi. Goodwini Mr. Ryan and Ool. Smaith, all contractors of experiene4ee
gave evidence to th same effect.
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Sir Charles Tupper testified -that it was deoided to %Ilow Mr. Onder.
donk to become the sole contractor, because it was believed that he having
the command of great resources, and being a skilled contractor, the wo*
could be executed in a more satisfactory manner, and probably at less ýest
to the country, than separately by the original parties.

It is in evidence before us, that on an earlier occasion when the letting
of contracts 41 and 42 was -under consideration by the Department,
the Chief Engineer had the impression, that if afirm sufficiently stro4gbu
resources and skill, " to grapple witthle work as a whole," had it in ha4,
the work would be done earlier than by separate contructors, and it was
then considered by the Minister and his colleagues that it would be proper
in the public interest to expend, if necessary, a layger sum for the whole
distance under one contract than under two.

In Mr. Flemiag's report on the tenders for contracts 41 and 42, ha
alludes to the advantages to be gained by placing the whole work in the
hands of a singlefirm, provided it was a satisfactory one.

The evidence leaves no room to doubtthat the arrangement by which
the work on these four sections was placed in the hands of one firm of con-
tractors, was a very desirable one in the public interest, and that it was
secured without paying au extra price on that account. Notmuch had
been doue under the contract at the date of our Commission, and nothing
had been paid on it.

CONTRACT No. 61.

Railway Construction.

By this -contract,,dated 10th February, 1880, Patrick .Purcell, Hugh

-yan, James Goodwin and James N. Smith covenanted to complete, acco;4-
ing to specifications, on or before the SOth June, 1884, all the works men-
,tioned therein, including the excavation, grading, bridging, track-l]ayig
and ballasting on the.railway from Boston Bar to Lytton, about 29 Xiles
(known as section B) in British Columbia, receiving therefor the respective
prices affixed to the different items and classes of work mentioned in a
schedule in said contract, and subject to the condition that if it should
appear that the total sum therein named as the intended expenditure
<$2,57'.640) would be exceeded at the said prices, theni the work might be
sitopped, and that no work beyond that total should be done by the cou-
tractor unless the Minister should first authorize it.
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This was submitted to competition, together with other sections known

-s A, C, and D, in British Columbia by an advertisement dated 3rd October,
1879, which invited tenders for each section, up to noon of 17th November,
1879, and which gave notice that forms of tenders, specifications and other

information would be furnished to applicants.

The reasons for the decision to advertize the work in British Columbia

by separate sections, rather than as a whole, are stated in our report on

-contract No. 60. We have also given there some extracts concerning the

whole four sections, from the report of Mr. Fleming, dated 22nd November,
1879, on the tenders received on that occasion, and which is printed in full

,at page 144, of a Blue-Book return to the House of Commons, dated 16th

February, 1880, giving the tenders for works on this railway since January
1879.

The tenders in this case were opened by Mr. Trudeau, Mr. Braun and

Mr. Fleming.

After correction of any erors found in the addition in the tenders, the

five lowest for this section stood as follows :-

1. Purcell & Co........................................ $2,578,640
2. D. McDonald & Co............................. 2,592,225

3 Shields & Co.................. .................. 2,602,185
4. Bannerman & Co................................. 2,607,702
5. Fraser & Grant............. ......... 2,678,810

There was one irregular tender, which was higher, however, than the

one accepted, and therefore its admission would not have affected the

result.

The tenders, after they were opened, werekept by Mr. Trudeau in a
safe in his room till the return to Ottawa of the Minister, who was then
absent. On his return the lowest tender was accepted, the parties duly
notified, and after furnishing the proper security, the contract was executed
to the effect above mentioned.

The evidence shows that the Department, by this contract, secured the

work covered by it at the lowest available price, and that the contractora
got by it no undue advantage.

After the award of this contract to Messrs. Purcell & Co., and before

its execution, the members of that firm addressed the following letter to the
Minister :-
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"OTrAWÀ, 15th January, 1880.

"Sia,-We hereby authorize the award of the contract for section " B," of the Canadian

Pacific Railroad in British Columbia being transferred from us to Andrew Onderdonk, and to

the execption of a contract by the Government for said section with said Onderdonk, and the

acceptance by the Government of the deposit required as security for such contract from said

Onderdonk in lieu of that deposited by us, which we agree to receive back from the Govern-

ment, on the security to be put up by said Onderdonk being accepted by the Government.
"Your obedient servants,

"PATRICK PURCELL
"HUGI RYAN.
"JAMES GOODWIN,
"JAMES N. SMITH.

* The Hon. Sir CHARELEs TUPPER, K.C.M.G.,
" Minister of Railways and Canals, Ottawa."

At the date of this letter Mr. Onderdonk had already obtained the
contracts for the three other sections in British Columbia, the proposition
to substitute him for the firm to whom this section had been awarded, was
not acceded to at once by the Department. The matter was referred to the
Chief Engineer, who reported as follows:-

"OrrAWÂ, 28th January, .880.

" SIR,-A communication of date 15th January, signed by Patrick Purcell, Hugh Ryan,
,James Goodwin and James N. Smith, has been referred to me for report.

" These parties sent in the lowest tender for the section in British Columbia extending
from Boston Bar to Lytton, and the communication to which I refer, on their part, authorizes
the transfer of all their interest in the coutract and work to Mr. Andrew Onderdonk, and I

am requested to state if I see any objections to the transfer.
" As the other three sections in British Columbia are already awarded to Mir. Onderdonk,

and the one in question intervenes between th4m, it would result in considerable advantages

to have the whole in the bands of one contractor of sufmcient strength to carry on the work ;

and from the letters furnished by the General Manager of the Bank of Montreal, and others

of high standing, there would appear to be no doubt of Mr. Onderdonk's financial ability and

experience.
"I am, etc.,

"SANDFORD FLEMING,

s Engineer-in-C7W-

A The Hon. Sir CHARLa TTUPPER, K.C.M.G.,
" Minister of Railways and Canals, Ottawa."

On the 30th of the same month the Minister addressed a letter to the
Hon Mr. Trutch, the Agent in British Columbia for the Dominion Govern-
ment, asking whether, in his opinion it would be in the public interest to
take Mr. Onderdonk as the contractor for this, as well as the other three
sections.



On the dayfollowing, Mr. Trutch, who was in Ottawa, answered, giving-

an opinion decidedly in favour of the arrangement. (See page 191, of the

-above mentioned Blue-Book.)

On the 10th February, 1880, the firm of Purcell & Co. formally âssigned
the contract to Andrew Onderdonk, and subsequently an Order-in-Council

authorized the Minister to accept and confirm it, substituting Mr. Onderdonk

as the party dealing with the Government, and directing the security of the

first contractors to be released on receiving an equivalent.

* Mr. Onderdollk paid Purcell & Co. $100,000 for the assignment of their

contract. We have examined as witnesses three of this firm, Mr. Goodwin,
Mr. Ryan and Col. Smith, and we find that previous to the opening of the

tenders, there was not any understanding by which Mr. Onderdonk, or any
'-ne with whom he was connected,-was in any way interested in the tender
of Purcell and Co. for this gèetion.

In our report on contract No. 60 we have remarked upon the advantage

to the public interest gained by this arrangement, which placed the four

British Columbia sections in the hands of one contracting firm of ability, and

ample means.

There was but little done under this contract at the date of our Com-

nission, and nothing paid.

CONTIcT No. 62.

Railway Construction.

By this contract, dated 28rd December, 1879, Andrew Onderdonk coven-
âàttb to complete, according to specifications, on or before the 3lst day ôf
Deceiber, 1884, all the works mentioned therein, including the excavation,
grading, bridging, track-laying and ballasting oi the railway from Lytton

to Junction Pltîa$&out 28J -miles (known as section C), in British Columbia,

receiving therefoir the respective prices affixed to the different items, and

classes of work, mentioned in a schedule in the said contract, and sibjëct to,

the condition that if it should appear that the total sum'therein named as.
the intended expenditure ($2,056,950) would at the said prices be exceeded,

then the work might betopped, and that no work beyond that totalshoifid
be done by the contractor 1=Is1 'the Minister should first authorize it.

This wasnsibmitted to-eompetition, together with other sections known

s A, B and D, in British Columbia, by au advertisement, dated 8rd October,
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CONTRACT No; 62.

1879, which invited tenders for each section up to noon of 17th November;
following, and gave notice that forms of tender, specifications and other
information would be furnished to applicants.

The reasons for the decision to advertize the work in British Columbia
by separate sections rather than as a whole, are stated in our report on con-
tract No. 60. We have there also given sonie extracts which relate to al
the sections from a report of Mr. Fleming on the tenders received on that
occasion,-which is printed in full at page 144 of the Blue-Book return to the
House of Commons, concerning tenders for works on this railway, since
January, 1879, and dated 16th February, 1880.

The tenders for the four sections were opened by Mr. Trudeau, Mr.
Braun and Mr. Fleming; after correcting some errors in addition, the fiver
lowest for section C stood as follows

1. D. McDonald & Co......... ..................... $2,056,950
2. Purcell & Co....................................... 2,070,810
3. Bannerman & Co................................. 2,168,200
4. Shields & Co .................................. ... 2,220,240

5. English & Co ....... ................ 2,256,200

At the opening one tender was found to be lower than that of D. Mc-
Donald & Co. above mentioned, but being irregular it was not treated as
competing, it was received some hours after noon, the time named in the
advertisement for the receipt, and it was accompanied neither by names of
dureties nor cheques, as required by the terms stated in the forms of tenders.

The tenders, after they were opened, Wer kept by Mr. Trudesu ina
safe in his room till the return of the Minister, who was thon away from

Ottawa. On his return the lowest tender wa@ accepted, and the parties
duly notified to that effect by the Secretary o« the Department.

The evidence shows that by this contract, the Department procured, thé
work covered by it at the lowest available offer, and without givingit
parties to whom it was awarded any undue advantage.

The contract for this section and section A wexe awardd on the same
day, 25th November, 1879, to this firm, D. McDonald & 00, and stii 4&
quently by a document, dated in December following, they authorized&Wé
Bepartment to give the contracts for both sections tt.Andrew Onderdonk.
This document is set out in full in our report on conàtract No. 60, as well as

an Order-i<nCouncil, dated 22nd December, 1879, authorizing the Minister
Y.9
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to enter into the two contracts for sections A and C with Andrew Onder-

donk, instead of the firm to whom they had been awarded.

For the transfer of those two contracts Mr. Onderdonk paid them
$100,000. The evidence shows that previous to opening the tenders there
was no understanding by which Mr. Onderdonk, or any one with whom he

was connected, was interested in the tender for this work made by Messrs.
D. McDonald & Co.

In our report on contract No. 60 we mention several witnesses who
were examined upon the expediency of substituting, as was done in this
case, one contractor for the four sections in British Columbia, for those
to whom the several sections had been separately awarded, and we give the

general effect of their evidence.

They were unanimous in the opinion that it was an advantage to the
public interest, to have the whole work in the hands of one able contractor,
as is here the case, rather than under the management of several separate
firms.

There was little done under this contract up to the date of our Com-
.mission, and nothing paid.

CoNTaMr No. 68.

Railway Construction.

By this contract, dated 15th December, 1879, Andrew Onderdonk
covenanted to complete, according to specifications, on or before the 80th
June, 1885, all the works mentioned therein, including the excavation,
grading, bridging, track-laying and ballasting on the railway from Junction
Flat t* Savona's Ferry, about 40J miles (known as section D), in British
Columbia, receiving therefor the respective prices affixed to the different
items and olauses of work mentioned in a schedule in the said contract, and
subject to the condition that if it should appear that at those prices the
total sum therein named as t>e intended expenditure ($1,746,160) would
be exceeded, then the work might be stopped, and that no work beyond that
total should be done by the contractor unless the Minister should first
authorize it.

This was submitted to competition, together with other sections known
as A, Band C, in British Columbia, by an advertisement, dated Srd October,
1879, which invited tenders for each section up to noon of 17th November
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CONTRACT No. 63.

following, and gave notice that forms of tender, specifications and other

information would be furnished to applicants.

The reasons for the decision to advertize the work in British Columbia
by separate sections rather than as a whole, are stated in our report on con-
tract No. 60. We have also given there some extracts from Mr. Fleming's

report, dated 22nd November, 1879, on all the tenders received onthat occa-
sion -for the different works in British Columbia. This is printed in ful at

page 114 of a Blue-Book return to the House of Commons, concerning

tenders for works on this railway since January 1879, dated 16th February,
1880.

The tenders for the four sections were opened by Mr. Trudeau, Mr.
Braun and Mr. Fleming. After correcting some errors in addition the five
lowest for section D stood as follows:-

1. T & M. Kavanagh ...................... $1,809,150

2. C. C. Gregory & Co......... ...................... 1,844,590
S. Shields & Co........................................ 1,928,400
4. Bannerman & Co ................ .... .... 1,951,000
5. English & Co......................... 1,965,550

At the opening one tender was excluded from the competition, it being
accompanied by no cheque or names of sureties, as required by the condi-
tions named to tenderers as those on which offers would be received; it

was also received at the Department some hours after the time advertized
for the final receipt of tenders; it was higher than the one to which thie
contract was awarded.

The Minister being out of Ottawa at the time of opening these tenders,
they were kept by Mr. Trudeau in a safe in his room till his return; an&
then the contract was awarded to T. & M. Kavanagh. The correspondence
is printed in full in the above mentioned returns to the flouse of Commond,

The notification of the said award was by letter from Mr. Braun date&
25th November, 1879, and it requested Messrs. Kavanagh to deposit $90,00a
as security at or before 4 o'clock p.m., on the 8th December following.

On the 27th Messrs. Kavanagh acknowledged this communication

accepting the contract, and stating that they would make the requisite de-
posit in due time.

On the 8th December, Messrs. Kavanagh wrote to the Minister, stating
.that Messrs. Davis & Sons had agreed to be associated with them, and to pub

29à
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up their share of the security, but had unexpectedly that morning refusecd
to do so, and they consequently requested two days longer to put up the
security.

On the 9th December, the Minister reported to the Privy Council this

circumstance amongst others connected with letting the works in British

Columbia, recommending an extension of time to Messrs. Kavanagh until

4 p.m., on Thursday following (11th). The recommendation was adopted

by an Order-in-Council, on 10th December, 1879. (Page 150 of the abov

mentioned return to the House of Commons.)

Before this extension expired Messrs. Onderdonk had arranged with
messr. Kavanagh to take their position concerning this contract, and they,

by letter dated the 11th December, formally notified the Minister that Mr.
Onderdonk was authorized to take their contract for section D.

On the same day they applied for a further extension for two days, and
it was granted by the Minister.

On the 12th December, the Minister reported to the Privy Council the
circumstance of the transfer from Messrs. Kavanagh to Mr. Onderdonk, and
the further extension of two days, recommending that authority be granted
to enter into the contract with Mr. Onderdonk on Messrs. Kavanagh's
tender.

A Committee of the Privy Council having advised that such authority
be granted, an Order-in-Council was passed on the 18th December granting
the authority asked for. (Page 152 of said return to House of Commons.>

On the day before this Order-in-Council was passed, Mr. Onderdonk
bai& furnished the necessary security, and the contract was entered into.
'With bias on the terms stated at the opening of our report on this contraot.

This contract aûd those numbered A and C were subsequently assigne<1
by Mr. Onderdonk to a syndicate of capitalists, subject to the sanction of
the Government, whieh was granted by Order-in-Council, dated 8th March,
1880. This is set out at page 197 of the said return to the House of
Commons.

The Minister, as a witness, was examined concerning the extensions of
time given in this case to Messrs. Kavanagh. Aer describing the steps in
the proceedings to have been as set out in the correspondenee (pages 148
to 151) in the said return to the House of Commons-namely, that they
ld mentioned to him persons upon whom they had relied for assistance ia
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inäking up the money, he explained to us that in this case there was n.

urgency as to time, and no object to be gained by passing to a higher tender.

The evidence shows that in awarding this contract the work covered

b~y it was secured at the lowest rate at which the Department could

have secured it, and that no undue advantage was obtained by the con-

tiactor.

In our report on contract No. 60 we give the tenor of some of the evi.

deuce concerning the advantage gained by placing the four sections in-

British Columbia in the hands of one strong and experienced firn. Al

the witnesses who were examined upon it agreed in the opinion, that the

arrangement was a very desirable one for the Goverument.

There was little done under this contract at the date of our Commis-

sion, and nothing paid.

CI)NT1fACT No. 64.

Pite Bridge over Red River.

By this contract, dated the 18th day of March, 1880, John Ryan,

Charles Whitehead and Henry N. Rtttai undertook to furnish a pile trestle

bridge over the Red River at Winipeg, completed and ready to receive the

rails on or before the 15th May, 1880. This contract w as brought about to

secure railway connection across Red River, and so to facilitate intercourse

between the Pembina Branch and the town of Winnipeg and the country

west of it. On the Srd March, Mr. Schreiber being then at Winnipeg in the

.capacity of Superintending Engineer, Mr. Fleming telegraphed himîn as fol.

bows:
"If you think it advisable and practicable wliuße river ls frozen to construct temporary

pile bridge at Winnipeg, you can invite tenders, giîing a week's notice."

On the following day Mr. Schreiber telegraphed this reply:-

i It is advisable in the interest of speedy construction westward to have a bridg; but

what tbout its obstruction ta navigation? If it is to be built the pilQs and timb must be

4elivered at once; but I do not consider it would be prudent to ereot it until after the ico

Oh the 6th March, Mr. Fleming, having received authority, directed Mr.
Schreiber to get out piles and timbers while the snow lasted; and, on the

10th of that month, Mr. Schreiber was requested to apply to the corporatio

0f Winnipeg to allow a temporary bridge to be erected.
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His suggestion to postpone the erection until the ice moved, was
adopted by the Chief Engineer; but he was directed to obtain the materials.
without delay. Accordingly tenders were received on the 10th March, and
a report was made on the subject on the 6th of April, the lowest tender
having been, in the meantime, accepted under the authority of the Minis-..
ter. Nine tenders were received. The lowest of them, at a price of Ù',850,
was accepted and acted upon, and forme the basis of the present contract,
which was awarded without any undue advantage to the contractor.
The work has been completed and paid for without dispute. The sum ex-
pended up to the time of our Commission was $2,700.

CONTRACT No. 65.

Rolling Stock.

By this contract, dated the 15th of March, 1880, James Crossen under-
fook to construct and deliver four first-class passenger cars, capable of
carrying sixty-four passengers each, and one official car, all to be constructed
and furnished according to specifications and at the prices below named.
That portion of this contract which relates to the four cars above-men-
tioned, was brought about by an advertisement for tenders as follows:-

0ANADIAN PACiroI RA.WAT.

Tenders for RoUing Stock.
"Tenders will be received by the undersigned up to noon of Monday, the 23rd February

bmtant, forthe immediate supply of the folowing rolling stock:-
"4 First-class ars.
"2 Postal and baggage cars.

"60 Box-cars.
" 60 Platform cars.

IDrawings andl Fpecifications rmay be seen, and other information obtained, on applica.
tion at the office of the Engineer-in-Chief, Pacifie Railway, Ottawa, and at the Engineer's
Ofi, IterOolonial Railway, Moncton, N.B.

" Thea mliug stock t-) be delivered on the Pembina Branch, Canadian Pacifie Railway, om
or before the 15th nay next.

"By Order,
"F. BRAUN,

' DaAarTENT 0r RÂu.WAYS AN» OANar.s, agoei.gg
"OTtawA, 7th rebruary, 1880,"

"The time for receiving the above tenders is extended one week, viz.: to Monday lat
Mach ; and the time for delivery of a portion of rolling stock la extended to the lst june.

"By Order,
F. BRAUN,

* 19th Feb., 1880." "Bcretary.

4 CONTIRACTS.



CONTRACT No. 65.

On the second of March, a report was made of the substance of the
tenders ascertained at the opening by Mr. Trudeau and Mr. Braun. This
ireport, in the shape of a schedule, shows that only two were made concern,

ing first-class cars, one by James Crossen, offering to supply the requisite

number at $4,746, and one by the Ontario Car Company at $4,89<
each. The lowest of these tenders was accepted and the contract

now under consideration was based upon the contents of that tender,
without any undue advantage to the contractor.

After the acceptance of Mr. Crossen's offer for the first-class cars, it

was thought desirable to obtain a contract for the supply of one official
car. It had been originally intended to include this in the advertisement-

for tenders, but drawings and specifications could not be prepared in time
to do so, and it was consequently omitted. As Mr. Crossen and the Ontario

Car Company had made the only two tenders concerning first-class cars, it

was not considered necessary to advertise again for a competition concern-

ing this one official car. These two firms were invited to name the prices
at which they would furnish it. Mr Crossen tendered at $F,977; the On-
tario Car Co. at $7,559; and on March 15th the. Minister directed that the

lowest tender should be accepted, by which act we think the contractor
got no undue advantage.

No money had been paid on this contract up to the issue of our'com--
mission. The date named in the agreement for the completion of the con-
tract was the lst of June, 1880, at which time the cars had not been de-
livered.

CONTRACT N. 66.

RaiIway Construction.

By this contract, dated 8rd May, 1880, George Bowie and Malcolm 1e%

Naughton covenanted to complete, according to specifications, the works

therein mentioned, including the excavation, grading, bridging, track-lay-

kg and ballasting on that portion of the line, commencing at the end of the

48th contract, near the western boundary of Manitoba, and extending to a

point o4 the west side of the valley otBird Tail Creek, in length about 100

miles, receiving therefor the respective prices affixed to the different items
and classes of work mentioned in a schedule in the said contract, and sub-
ject to the condition, that if it should appear that the total sum therein

named as the intended expenditure ($438,914) would be exceeded at the
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sai4 prices, then the wrk might be stopped, and that no work beyond.
that total should be done by the contractor unless the Minister should first
authorize it.

By the terms of the contract, the distan,e of fifty miles was to be in
running order by lst June, 1881, and the whole to be ready for passage of
trains by 8lst December, 1881.

The contract and specifications are printed in full (Sess. Papers (19 s.),
1880.)

Mr. George MacTavish, of Winnipeg, and Mr. Alexander Bowie, of
Ottawa, were silent partners of the said George Bowie & Alexander Mo-
Naughton in this contract at the time it was executed, and in the tender on
*hich it was founded.

Tenders were invited by the following advertisement:-
"CAWDIAN Pàow RAuwLY.

" Tenders for a second 100 miles as9eion west of Red River wdl be reoeived by the uade-
signed until noon on Monday, the 29th March, next.

"The section will extend from the end of the 48th contractnear the western boundary of
Manitoba, to a point on the West side of the vaney of Bird Tail Creek.

U Tenders must be on the printed form, which, with ail other information, may be had at
the Pacifie Railway Engineer's Offices, in Ottawa and Winnipeg, ouiand after the lat day of
March, next.

"By Order,

" F. BRAUN,
" Secretary,

"DPARruuNr or RAILWAYS AND CANLAs,

" OrTAWA, 1lth February, 1880.g

"The reception of the above tenders is postponed until noon on Friday, 9th April, next
"By Order,

"F. BRAUN,
Secret",.

41 DEPARTMNT OU RAILWATS A" CANL%
" OTTAwA, 22nd March, 1*.

On 12th April they were opened, and on the 18th they were reporte&

upon as follo Xs:-
"QANADIAN PAom0 RAILaWAY,

"OrPIon or rai ÈNSErxEs-IN-OmIEP,
"OrrTWA, 13th April, in&a

Stu,-A public adyertiseolent of date 11th February, .aled for Tendes fora sedAtd 100
sile section west of Red River. The section to extend frim tbb end of the 48th o atb

meer the western boundary of Manitoba, to a point on the west side of Bird Tail Oreek.
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CONTRACT No. 66. 45

"The Tenderu were opened yeaterday in presence of the Deputy Minister, the Secretary
eff Department and Mr. Colingwood Schreiber. A list is enclosed. There are twenty-siz
regular tenders, the conditions being complied with. There are four tenders without taýe
required money deposit, therefore irregular, and in consequence ruled out.

M Iave caused the moneying out of the twelve lowest tenders to be checked-those let-
MMd G, B, Q, E, O, F, and A, prove correct. Tenders D, M, K, W, a"d C, are iporrec
Taking the revised total amounts, these twelve tenders stand in the following order: e
lowest being letter'D, of George Bowie and M. MoNaughton, Ottawa, $438,914, for thepaling

ridging and track-laying on the 100 miles, on the basis of the estimated quantities printed
i the>fim of Tender.

Revised Amount.
No. 1. Letter D, ieo Bowie and M. MoNaughton...................... $438,914.
" 2. " G, Marpole, Oliver & Co...................... 454,025.
" 3. " B, C. H. Carriere................................................. 482.361.
U 4. " M, Denis O'Brien............. .................. 509,085.
S5. Q, Charlebois and Macdonald.............. ......... 5ô1,082.
" 6. " E, Stevens, Burns and Turne............ . 531,446.
" 7. " O, Peter J. Brown.............................................. 545,75.
" 8. F, James G. Mcbonald........................................ 557,390.

" 9. " K, J. C. Rodgers................................................ 560,472.
10. ' W, F. Shauly................................................ 571,760.

" IL. " C, Stewart and Sirachan.................... 573,162.
" 12. " A, Stewart, Gray & 0.... .. ...... ........ 580,295.

"I have the-honour to be, Sir,
"Your obedient servant,

" SANDFORD FLEMING,

"Engineer-in-Chief,
TheI. Hon. Sir C. TUPPER, K.C.M.G.,

"Minister of Railways sud Canaa."

On the day after the above report, Mr. Braun sent thi following telem
elto Mr. George Bowie, and a similar one to Mr. McNaughton, cour

it on the same day by a formal letter:-

" OTTAWA 14th April, 1880.

" Your tender for the second hundred miles section, Pacifie Railway, is the loweit limd la
gèj ied.

you are hereby called upon to deposit to the credit of the Ree'eiver.General withi
gt àays of this date, 5 per cent. of thé bulk sum of your tender,and ale Dotified that shoulh

you fail to make such deposit your tender will be passed over and " oleque forwar dd will
be fdrMited. Acknowle&g imm&ediaey.

«.F. BRAUN,
"cretary

i0Paau Sowiu, contractor,
"4 Plateau Street, MLontrel."



CONTRAOTS.

These were acknowleged on the 16th, by Messrs. Bowie and
McNaughton. The requisite security having been deposited on the 23r&
April, the contract was entered into on the terms above mentioned.

The evidence shows that the Department awarded the contract, by
accepting the lowest available tender, and without giving to the contractors,
any undue advantage.

An indenture dated 18th May, 1880, was executed between Mr. Me-
Naughton, Mr. MacTavish and Mr. George Bowie before mentioned, by
which it was agreed that Mr. MacNaughton should transfer all his interest
in the said contract to Mr. MacTavish, and that MacTavish should indem-
nify him against loss.

On the 14th May, Mr. MacTavish wrote to the Minister enclosing a
copy of this indenture, and reqested that his name should be substituted
for that of Mr. McNaughton as the partner of Mr. George Bowie, or added
as additional to theirs in the contract. He stated that he had provided
from his own funds the $22,000 which had been deposited as security, and
gave this fact as the reason for his desire to be recognized as a principal in
the contract.

On the 19th May, the Minister submitted a memorandum of these fact
and a recommendation to the Privy Council, on which the following order
was passed:-

Corv of a Report of a Committee of the Honourable the Privy Council, approved by His
Excellency the Governor General in Council, on the 22nd May, 1880.

"On a memorandum dated, 9th May, 1880, from the Honourable the Minister of Railways
'"d Canals representing that Mr; Maloolm McNaughton, of the firm of Bowie & McNaughton,

-o0nrtltors for the construction of the second 100 mile section of the Canadian Pacifio
Éailway Weft froma Red River. bas executed a deed assigning to Mr. George MacTavish, of
Winnipeg, all his right and interest in the said contract; and, further, that Mr. MaoTavish hau
Mnade application eiher for Athe substitution of his own name in place of that of Mr. Mo-
Naughton, or for the addition of Wi own name to thatof the firm as now existing.

" The Minister states that considering that the public interest would be best served by
the adoption of the second of the two alternatives proposed, he recommends that authPrity
be given for the recognition of Mr. MacTavish as a partner in the firin of Bowie & Mao.
Éaughton for the purposes of the said contract.

U The committee submit the above recommendation for Your Excellenoy's approval.

"Certifled. J. 0. COTÉ,
l Clerk, Priey Council."

Up to the date of our commission very little hadbeen done, and nothing
paid under the contract.
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CONTRACT No. 67.

CONTRacT No. 67.

Rolling Stock.

By this contract, dated the 31st March, 1880, the Moncton Car Company,
of New Brunswick, undertook to supply sixty box freight cars, and the sama
number of platform freight cars, according to specifications, by the 15th of
June, 1880,'at the price of $690 each for the box, and $490 each for the plat-
form cars. This contract was brought about by the same advertisement to
which we have alluded to in our report upon contract No. 65. The schedule
concerning the tenders which were opened at the date named in the adver-
tisement for their receipt, and signed by Mr. Trudeau, Mr. $mellie and Mr.
Braun, shows that these contractors made the lowest tender for the platform
cars, at the rate mentioned in the contract, $490 each, and that their offer
for the box cars was $690 each, the price named in the contract; but one,
Simon Peters made a lower offer, namely, $685 each for a number, between
fifteen and thirty, of the box cars. Inasmuch as it would be necessary, even
if the offer of Peters had been accepted, to take some of the cars from the present
contractors, in order to furnish the requisite number, it was decided not to-
make a separate bargain with Peters for the sake of saving the difference of
$5 on the quantity he would deliver, and this led to the contract now
underconsideration, with the Moncton Car Company for the whole quantity
required. There is no complaint upon the part of Peters that he was impro-
perly passed over, and, in fact, a letter from him asking to with-
draw his tender was produced before us. This left the offer of the present
contractors the lowest one available to the Department, and we do not findr
that they obtained any undue advantage in the award of the contract

At the date of our Commission the contract had not been fulfilled, and
]no money had been paid upon it. The amount involved was $70,800.

CONTRACT No.S68.

Rolling Stock.

By this contract, dated the 8th of May, 1880, the Ontario Car Company, of
London, undertook to deliver two postal and baggage cars at the rate of

$8,115 each, according to specifications, on or before the 1st of June, 1880.
This contract arose out of the advertisement referred to in our report on
contract No. 65, and the schedule of the tenders, dated March 2nd, in&
signed by Mr. Trudeau, Mr. Smellie and Mr. Braun, as above mentioned,
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shows that two tenders were received for these articles, one by the present
contractors and the other by Mr. Crossen, the offer of the latter being
43,808 each. The lowest offer was accepted, and this contract was based
11pon it without giving the contractors any undue advantage. The amount
involved in this contract is $6,280, but nothing had been paid upon it up to
the date of our Commission.

CONTRÂcT No. 69.

Transportation of Rails.

There is no forial contract in this case. In the summer of 1879, thé
North-West Transportation Company had contracted to carry 11,000 tons of
2niw at $16 per ton from Montreal to Manitoba for Mr. John Ryan, the
contractor on section 48, for which section he had undertaken to transport
the rails from Montreal, and this company had also a contract with the
Government (No. 52) to transport 4,000 tons of rails from Montreal to Fort
William at $6 per ton.

Late in the autumn of 1879, it was found that the makers in England
were sending to Canada more rails than the 15,000 tons which. were
expected, and these contractors were directed by the Department to carry
those charged against this contract at the same rate as that paid on Mr.
Ryan's lot.

Mr. Trudeau testified that, taking as a basis the previous contracta by
*hich the same work had been performed (22 and 34) this arrangement
saved $8.80 per ton.

Thé Chief Engineer made a report on this transaction, and the 4,000
ton cOntreeût to Fort William, from which the following is extracted:-

" Late in the summer 3,000 tpsn in addition to the 4,000 tons arrived at Montreal, and it
was necessarY to have them removed from ihe whereas and forwarded. Mr. Beatty was th.
only party available for this purpose, and he offered to take tbem to Emerson at the ame
rate as he had contracted to convey 11,000 tons for contractor John Ryan. This offer wuM
isformally accepted, and Mr. Beatty acted on the acceptance, but no paymezts have Yet beea
apade, as the sum is large. Before certificates are issued, it would be necessary to have th*
andertaking for the transportation of the 3,000 tons confirmed and aPproved."

Mr. Flemingtestified that, in his opinion, the arrangement was quito s
4osirable one, and that he had no reason to think the work could have þem

toue at a cheaper rate.
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Upon the evidence we conclude that the Department could not have
got the work done at a cheaper rate, and that in this case the contractor got
no undue advantage.

- On the 14th June, 1880, an Order-in-Council was passed confirming
the arrangement, and before 30th June, 1880, $16.100 was paid under it.

CONTRACT No. 70.

Transportation of Rails.

By this contract dated 25th May, 1880, the North-West Transportation
Company undertook to transport from Montreal all the steel rails and acces.
sories expected to be received by the Government from England during-
that season, part to Emerson and part to Fort William, in such proportions
as might be directed, at the rate of $5 per ton to Fort William, and $14.5»
to Emerson.

Public competition was invited by the following advertisement

" CANADIAN PACIFIC RAILWAY.

"TEN»E8 FOR TRANSPORT OF RAILS AlD PAOTENINGS.

"Sealed tenders, addressed to the undersigned, and endorsed 'Tenders for Transport,
will be received up to noon of Saturday, the 8&h day of May next, for the transport of about
23,000 tons of rails and fasteninga-about one-half to be delivered on cars at Emerson, an(
the remainder at Fort William-during the season of 1880.

" Forms of tender eau be bad and'other information, on application at the office of the
Engineer-in-Chief, Ottawa.

"By order,
a F. BIRAUN,

"ecretary.

u Department of Railways and Canals,
Ottawa, 23rd April, 1880."

On the 14th May, the Minister submitted to the Privy Council amem-
orandum showing the substance of the tenders, and recommending tit
acceptance of that made by the present contractor. This was the lowest
of the tenders which had according to the terms of the advertisement;
proposed a contract for the whole quantity, part to be delivered at one
point and part at another.

G. E. Jacques & Co. had named a rate 12j cents lower than these con-
tractors for delivery at Fort William, but no rate for Emerson.

Before closing the contract the following Order-in-Council was passed;-
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CorY of a Report of a Committee of the Honourable the Privy Council, approved by His
Excellency the Governor-General in Council on the 15th May, 1880.

"On a memorandum, dated 14th May, 1880, from the Honourable the Minister of Rail-
-ways and Canals, reporting that tenders having been called for the transport of 23,000 tons
-of rails from Montreal to Emerson. and to Fort William, the following have been received

Montreal Montreal
Name. to to

Emerson. Ft. William.

$ets. $cts.
A R. D. Van Allan à Co., Chatham ................ ......... ........ 6 00 3,600 tons.

B A. M. Smith and W. H. Keighley, Toronto .................... 15 25 5 25

o Jamee Norris, St. Catharines....................................... 17 60 ......... .......
. G. E. Jacques & Co., Montreal..................................... .................. 4 37

E MacPhie, St. Lawrence & ChicagoForwarding Company 16 25 4 75

F A. McIntyre Thom, Montreal...................... ................. 15 50 4 50

G Cooper, Fairman & Co., Montreal........... ........ 15 90 4 45
H Henry Beatty, Sarnia..... ............................................. 14 50 5 00

"That the form upon whioh the above tenders were based states as follows
"The quantity expected from England is about 23,000 tons in aU, and the present

intention is to send about one-half thereof each to Emerson and Fort Will"m."
" That upon this basis the tender of Mr. Henry Beatty ia the lowest received, and he, the

Minister, accordingly recommends its acceptance.
"The Committee submit the above recommendation for Your Excellency's approvaL

"Certified.
" J. O. COTÉ,

"Clerk, Privy Counacil."

After which the following notification was sent by telegram to Mr.
Beatty, and the contract was afterwards executed accordingly
"(Telegrau.»

"18th May, 1880.
"Your tender for tranqport of rails trom Montreal to Emerson and Fort William respoeê-

ively, is accepted.
"F. BRAUN,

" Beerstary.
a To HuRY BEATTY, SarnMi."

The evidence shows that the Department accepted the lowest offer
made for the work submitted to competition, and that the award of the
contract gave no undue advantage to the contractor.

Nothing was paid on it up to the Soth June, 1880.
This was the last contract entered into before the issue of oui
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MR. THoMAs NIXON, PURVEYOR AND PAYMÂSTER.

In the spring of 1875, Mr. Thomas Nixon was appointed Paymaster

and Purveyor, at Winnipeg, for the Canadian Pacifie Railway. le had an
office there in which he transacted his official business. He was also
entrusted with powers in connection with the Mounted Police and the
Indian Department somewhat similar to those which concerned the railway.

In his official character he dealt with matters relating to these three distinct

branches, and in doing so controlled a large expenditure. He kept, how-
ever, separate books relating to the disbursements for the railway, of which
the aggregate was about half a million of dollars, and we were thus
enabled to confine our enquiry to the moneys paid through bis office on

this account.

His duties towards this undertaking included the purchase of diffèrent

kinds of goods required for persons engaged on the work, engineers, their
subordinates and others, and he also took part in the payment of moneys

which were placed by the Government under his partial control. These
amounts were remitted from Ottawa from time tQ time to a bank agency
at Winnipeg, in the form of credits to his official account as paymaster and
purveyor, and were subject to be paid out on cheques signed by him and
countersigned by another officer also stationed at Winnipeg and known as

Auditor."

The practice generally followed concerning the disbursement of this

fund, was that persons having claims upon the matters within the jurisdie-

tion of Mr. Nixon would present their accounts to him and obtain bis

cheque for the whole, or such part of it as he was willing to pay. This

account, together with the cheque, would be presented afterwards to the

auditor in order that he might supervise the demand and the payment
of it.

Mr. Drummond, who was Auditor at Winnipeg from the time that the

office of the purveyor was opened, describes his duties to have been to re-

ceive the account of each claim in triplicate, together with such certificate

as he would consider sufficient to establish the correctness of the demand,

and then to countersign the cheque, keeping one copy of the account and.

transmitting the other two to Ottawa
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In recounting the circumstances of the early transactions through hisr
office, Mr. Drummond stated, that they were not investigated or recorded
by him with as much strictness as afterwards; that it was, however,
always intended, that each item of each claim should be supported by some
memorandum from the officer of the railway acquainted with the fact of
the supply having been furnished as stated in the account.

As to several accounts which were passed by him as sufficiently
vouched, and covering many different claims by a Mr. Alloway for horses

furnished for the use of engineers and others engaged on the railway, the
Auditor countersigned the cheques without any evidence of the correctness
of the accounts, beyond Mr. Nixon's signature to the cheque. There seems
no reéon to doubt that the system thus devised for the disbursement of
Overnment moneys, requiring each cheque to be signed by two in-

dependent officers, has had the effect of ensuring the payment of all of it to
the persons who made the respective claims on which it has been paid out,
but we feel it necessary to point out some- 'of the transactions which gave
rise to claims satisfied from this fund, as well as other matters concerning
the course of dealing.between Mr. Nixon, and persons accustomed to furnish
supplies on his order as purveyor.

In his official character, Mr. Nixon agreed on behalf of the Govern-
ment to pay a specified rent to a Mr. Strang, who held the title of a build-
ing and lot occupied with stores under the charge of Mr. Nixon. The
property was owned, during the whole period, by Mr. Nixon, the title to it
having passed to Mr. Strang in pursuance of an arrangement between thei
by which Mr. Nixon was afterwards to assume the character of tenait in
the interest of the Government, and Mr. Strang that of a proprietor inter-
est¥d'in the receipt of rent. The rents were paid out of the Goverumeit
rùonâeyts and went to Mr. Nixon's private use, at the rate of $360 per annum
on a property worth about $2,000.

We have taken evidence coicerning his mode of dealing with perfle-
accustomed to furnish supplies through him to the Government, and it
points to the conclusion that Mr. Nixon wished to obtain from Mr. Peter
Sutherland, a person who had supplied articles on the official order of Mr.
Nixon, the positive discharge of an uncontested claim of about $900, due
by Mr. Nixon on his private account to Mr. Sutherland; that subsequently
the claim was partially paid, and'a balance of about'#800 was left inpaid,
because of the relation of Mr. Nixon tô the Goivernlment, and the power in
his hands to order or decline to order supplies from Peter Sutherland.
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In the course of Mr. Nixon's duty he provided a considerable number
of horses for different services connected with the railway, nearly all of
which were furnished under arrangements between him and Mr. Alloway
The accounts filed at Ottawa, after having bzen settled under the process

above described, showed us ,that Mr. Alloway had not given detailed part-

iculars concerning some of the large lots for which he had been. paid, and
both Mr. Nixon and Mr. Alloway were examined by us concerning those
transactions.

Mr. Alloway was a dealer in horses, and in his evidence stated that
most of those procured through him were bought on a commission paid to

him as an agent for the Government, and. a few by Mr. Nixon purchasing
them direct from him.

Mr. H. A. F. McLeod had charge, in the year 1815, of the instrumental
aurveys between Fort Pelly and Jasper Valley, and the explorations in the
Rocky Mountains ; under him Mr. Lucas had charge of party P, on a sur-
vey from Fort Pelly, and Mr. Ruttan of party L, on a survey eastward from
a point near Root River; Mr. McLeod himself exploring the country in
advance of Mr. Lucas' party.

Mr. McLeod, on the 13th April, 1875, filed with Mr. Nixon a requisi-
tion for eight half-breed horses, together with carts, harness, &c., to be used

for transportation of supplies for party P, and for similar service for party

L, a requisition for thirty half-breed horses, together with carts, &c.; he
also filed another requisition on 27th April, 1875, for five additional horses
and carte, saddles, &c., for a similar service for his exploring party; and on
the same day Mr. Lucas filed a requisition, " approved " by Mr. McLeod,
for two horses and English saddles, one for the Engineer and one for the
Assistant Purveyor for party P.

We do not find in Mr. Nixon's "requisition book" any further request
for horses until July, 1875, and we are, therefore, led to understand that
the facts above mentioned give some indication of the kind of horses which
were to be bought, i.e. thirty-eight half-breed horses, two saddle horses,
and five not specially described.

At that day there was a difference in the price of half-breed horses and

those of the larger size, such as imported horses. Mr. Alloway said that

cart horses of the native breed would be worth at that date about $90.

Mr. Nixon testified that the horses bought from Mr. Alloway were
mostly half-breeds, and that half-breed horses could be bought "from $40,

30
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$60, $80 to $100, a $100-horse would be a very good one," but that they
varied so much in quality, that it would be impossible to give an
average.

Mr. Augustin Nolin, an old settler who had been engaged with teams
in transportation, and in carrying mails, was a witness before us. He said
his special business had been buying and selling horses ; that $50 would
be about the price, in 1875, of a good cart horse, "that you would buy if
you were going to load them to the base of the Rocky Mountains ;" that at
that time horses were not very dear at Winnipeg, and that except for horses
with " a pedigree, or some peculiar qualities, such as trotters," he did not
know that more than $50 would lie paid.

The following were the first three accounts paid to Mr. Alloway,
including his commission, and they were satisfied by Mr. Nixon's giving
an official cheque on the purveyor's fund, kept as before described, and
these cheques were countersigined by the Auditor, though the accounts
*ere not certified by any Engineer or other person, having been paid by
Mr. Nixon, apparently because of his own knowledge of the price which
Mr. Alloway had paid out as Government Agent.

" WINNIPEG, 6th May, 1873.
" Canadirn Pacifie Railway Survey, Dr.,

" To W. F. Alloway,

" To 18 horses, averaging $90.75 each...................................... $1,633 50
"To my commission on purchasing the sane at 5 per cent.......... 81 67J

$1,715 174
"8Xy 7th, 1875, "Received payment per cheque,

" W. F. ALLOWAY."

"~~~ WdNPE,1th May, 1875.
" Canadian Pacifie Raiway Survey, Dr.,

" To W. F. Aloway,

" To 18 horses, averaging $116 «ach...................................... $2,088 00
"To my cOmmissipu on purchasing same at 5 per cent............ 104 40

$2,192 40
"Paid by cheque,

"W. F. ALLOWAY."
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rWINNIPEO, 21st May, 1875.
" Canadian Pacifie Railway Survey, Dr.,

" To W. F. Alloway,
"Two horses at $157.50 cash................-........ ................... $315 00

To commission on same at 5 per cent..................................... 15 75

$330 75
"Paid by cheque,

" W. F. ALLOWAY."-

Mr. Nixon said that in nearly every instaùce he had himself fixed upon
the prices of these animals. That at the time of closing the matter he had
a detailed statement of each horse and its cost. That he had it from Mr.
Alloway's books which showed " the person from whom the horse was
bought, and the price paid, and the description of the horse, bay, or grey,
or roan-mare, horse, or gelding, as the case may be." That he had em-
ployed Mr. Alloway to buy the horses, and knew the price, and he (Mr.
Alloway) could not cheat him. That he presumed he had not kept any
record, because lie depended on Mr. Alloway's record.

Mr. Alloway said that at that time he did not keep books, having no
book-keeper, but kept a sort of memorandum in a pocket diary; ho used
bne up about every six months, and he did not know whether he had
destroyed them or not. Upon. being recalled he said he had looked for the
books; that there had been but one pocket-book and a diary, " and it was
only in one," and that he could not find it-that one book had covered the
whole time of these transactions; it was " a pocket diary, about three inches
by five." He said that he might have bought on commission for the Govern-
ment less than 100 horses ; that if several were to be bought for an

engineer's party, the Engineer would exercise his judgment as to whether

they were fit; in the case of one, Mr. Nixon would exercise his judgment.

Speaking of the first lot he said they were ponies, and on looking at the

account for them, he said Mr. Nixon had taken part with him in " bargaining
with the individuals," from whom they were purchased, not invariably

but generallY; that Mr. Nixon was cognizant of each bargain before a horse

was bought; and that in this account they were lumped-eighteen horses

at $90-" because that was the price paid for them, and he (Mr. Nixon)
said to make the account in that way and he would agree to it." That he

thought the certification of accounts " was an institution of a later date."

He also thought the~transaction of 17th May wa accoimplished in the

same way as the former one; and he supposed also the other of 21st May.
30j

467



PURVEYOR AND PAYMASTER.

Throughout these dealings Mr. Alloway was supposed to be buying

for and on behalf of the Government, and to be paid a commission for his

judgment; but we could get no information as to the persons from whom

the horses were bought, or the separate prices paid for them or any of them.

Neither Mr. Nixon nor Mr. Alloway thought it advisable to preserve any

record of those particulars.

,On the 17th April, 1878, Mr. Nixon was examined before the Select

Standing Committee of the Ilouse of Commons on Public Accounts ; the

evidence which he then gave concerning his transactions with Mr. Alloway

in the purchase of horses is set out at page 1830, of the second volume of

Evidence accompanying this report. He there testified that he had paid Mr.

Alloway no commission, and the tenor of his evidence on that occasion

:ppeared to us to be, that his knowledge of the particulars of any of the

purchases of horses by Mr. Alloway was very exceptional. As this was

<different from the impression left by his evidence before us, we afterwards

submitted to him an interrogatory, asking for an explanation of what

seemed to be an inconsistency. His answer to the interrogatory (No. 2) is

set out on page 1831, of volume II, of the Evidence.

Mr. Nixon stated in evidence that he had at no time endorsed any

paper for Mr. Alloway. He was zecalled and informed, as was the fact, that

a banker had testified before us that entries of negotiable paper had been

found in the books of the bank, bearing the name of Mr. Alloway as pro-

misor, and Thomas Nixon as endorser, and that it had been discounted for

Mr. Alloway, in November, 1875. He said that it could be explained by

the fact that at that time there was another Thomas Nixon in Winnipeg.

The same banker was recalled, and said that he was the person who had
decided on the discount, and that there was not at any time any other
Thomas Nixon than the one in question, whose name would have been

taketi by him ; this was also mentioned to Mr. Nixon, vho had been again

recalled ; he adhered to his former statement. We think the evidence

shows that during the time he was, as Government Purveyor, dealing with

Mr. Alloway, he had endorsed his paper, and that Mr. Alloway had raised

.noney on their joint liability.

The first three lots of horses, in all thirty-eight, nearly all of the native

breed cost the Government an average over $111. Other horses were after-

wards bought at a much higher price, averaging as far as the purchases

have come to our knowledge over $140.
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The whole evidence concerning purchases by Mr. Nixon, through Mr.

Alloway as au employe of the Government and from ot)rer persons, leads us

to believe, that his method of management resulted in the payment of a

higher price, than was necessary, for property purchased by him on Gov-

ernment account.
In addition to the duties above mentioned, it was the duty of the Pur-

veyor to take charge of the stores, animals, &c, belonging to the Govern-

ment, both before they were supplied to persons employed upon the railway,
and afterwards if any of them should be returned to his custody,.

and, if necessary, to re-issue the saine if they should be again required

for purposes connected with the undertaking. Also, if any of the Govern-

ment property which had been employed for railway purposes should be

disposed of, to receive the proceeds and pay over the same to the credit of

the Receiver-General. These payments were to be made in such a way as

not to interfere with the debits or credits concerning the amountsýwhich.

were remitted from time to time, as aforesaid, from Ottawa to the official

account of the Purveyor at Winnipeg, but were made so as to appear only

in a separate account kept in the name of the Receiver-General,at one of the

banks. At times an officer was attached to parties on surveys or other-

wise employed for the railway, called a sub-agent or commissariat officer.

Mr. Nixon, on requisitions furnished these sub-agents with money,and with

goods to be disposed of in satisfying on the spot,men who had claims against

the Government for services or otherwise.

Mr. Nixon was allowed to employ a book-keeper or accountant, and at

the beginning of his duties he retained a Mr. Conklin in that capacity. A

special set of books for the railway was opened by Mr. Conklin under the

direction of Mr. Nixon. In addition to this set of books, a Mr. Parr, who

was in charge of the store-house, had a book known as the "Store-house

book." This was in no way under the management of Mr. Conklin. One

of the books kept by Mr. Conklin dealt exclusively with the moneys sent

from Ottawa, and deposited in the bank, to the official account of the Pur-

veyor and Paymaster, as before mentioned. This showed the several

amounts which were furnished by the Government from time to time, and

each cheque on which any part of it was paid out. This book is apparently

correctly balanced. In all other respects the books in the Purveyor's

office and in the store under his charge, were for the first eighteen months

so kept that no trace can be followed of large transactions managed by

Mr. Nixon.
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From time to time sales of Goveinment property took place at points
distant from Winnipeg, and the proceeds were remitted to Mr. Nixon.
These proceeds were not made payable to him in his official character. He
received them sometimes with and sometimes without the knowledge of his
book-keeper. [le did not pay them at once into any official account. If they
were deposited in any bank it was to his private credit and mixed with
his own moneys. He rendered to the Government at different times
accounts purporting to show all moneys received by him from such
.sources, and he paid to the credit of the Receiver-General the amounts
exhibited as due from him by such accounts. Whether the accounts no
-rendered by him showed correctly all moneys which he hal received from
the sources above mentioned or not, cannot be ascertained from the
books or papers which he finally transferred to the custody of the Gov-
ernment at the end of his duties. He said, in his evidence, that he had had
large funds from other sources at his command during the period of his
official connection with the railway, and·that these funds had been mixed
up with those which ho had deposited, as aforesaid, in his private
bank account, and that for that reason his bank book would not give us any
light upon the subject. He further testified that he was not able to suggest
any method by which a correct statement could be ascertained, except in so
far as the returns which he had made on the subject to the Government
would give it; but that he believed those returns were correct and suffi-
cient.

During his examination he said that entries on this subject ought to
have been made in the books by the accountant; but that he had never
directed him to do so. The accountant in his evidence said that he was led
by Mr. Nixon to understand that the books were not intended to show these
matters, and we found, as a fact, that there was no collected account in the
ledger or other book concerning them.

Mr. Conklin having been succeeded by Mr. Currie, as accountant, in
May, 1877, it becaine necessary to get the accounts, which had been kept
by Mr. Conklin, balanced so as to start a set of new books with a clean
sheet. The accounts which had been opened with different individuals in Mr.
Conklin's books could not be balanced within about $26,000, according to
the entries then found in them ; and for the purpose of commencing the new
set of books, the accounts in the old ones were closed by entries to make
them even. This was done because Mr. Nixon said to the new book-keeper
that the old accounts had been settled. Besides these so closed, others
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appeared unbalanced, of which nothing could be stated, and in order to
make the debit side, in the old set of books, equal with the credit side, a
fictitious balance of about $4,400. was entered on one side of the balance
sheet.

The store was in charge of Mr. Parr, and besides the gooda left with
him fron time to time, he took the custody of animals returhed from

different parties until they were disposed of or sent ont again for use.
Goods, he says, were always entered in a book kept by him in the shape of
a memorandum, without any value being attached. Sometimes animals

were entered and sometimes not. Goods going out were entered in some
shape. Occasionally he was directed to prepare returns of the property on

hand for the information of the Government, and he would make one ready
for transmission by Mr. Nixon. He testitified that on such occasions he
would take down what property " his eyes could see," but he never com-
piled any return derived from a statement of what had gone into his cus-
tody and what had gone out.

Excepting the statement of moneys received from the Government and

paid out by cheques countersigned by the- auditor, the books under the
control of Mr. Nixon fail to give a proper clue to the amount of public
moneys which reached his hands, and the account of the stores which
came into his control is incomplete and unsatisfactory.

It was impossible to ascertain, by calling witnesses before us, the
nature or extent of the omissions, if any, in the books kept by Mr. Conklin.
Many of these witnesses had been scattered over different parts of the
country, and we did not conceivo it to be our duty to ascertai- exactly the

state of accounts between Mr. Nixon and the Government.

From the character of the record of Mr. Nixon's transactions, we have
to report that there has been an entire absence of that care by the officer,

and of that supervision of his conduct and accounts by his superiors, which

generally prevails in business matters, and without which, in out opinion,
no business of any importance can be successfully maintained.

FoRT 1FRAPNCEs LocK.

In consequence of most of the principal matters relating to the Fort

Frances Lock having been made the subject of an enquiry, and a report by

the Senate in April, 1878, we have deemed it desirable to confine our atten-

tion to the manner in which the expenditure was made upon this work.
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The expenditure was authorized and directed by the Department of
Public Works. Mr. Hugh Sutherland was:appointed Superintendent, and
on 11th May, 1875, directions to commence work were transmitted to him

by letter froin the Secretary.

The system under which the works were carried on, and the moneys
disbursed was as follows: Mr. H. Sutherland, as Superintendent or
Manager had primary charge of the undertaking, except as to engineering

que stions, which were determined by the visiting engineer. For the pur-
chase of supplies and the general direction of the work he was primarily
responsible, subject only to Departmental instructions. Mr. Matthew Thomp-
son was appointed by him as foreman, and was responsible for the practical
carrying out of the work under Mr. Sutherland's directions. In the absence
of the Superintendent it became his duty to look after the necessary 1 sup-
plies and perform those duties, in addition to his own, which wouldjhave
devolved upon Mr. Sutherland had he been present.

Under Mr. Thompson, Mr. R. R. McLennan directed the rock work,
and Mr. Warren Oliver the timber work.

Mr. Logan was appointed Paymaster and Storekeeper, and all pay-
ments made at Fort Frances on account of the lock were by cheques drawn
by the Paymaster and count ersigned by the Superintendent.

The books were kept by Mr. James Sutherland, a brother of the Super-
intendent.

Mr. Hugh Sutherland stated, in evidence, that while in charge of this
undertaking he was also supervising the erection of certain public works
at Fort Pelly and Battleford, so that he was able to make only periodical
visita to the Fort Frances work.

The engineering supervision was directed by Mr. Mortimer, whom Mr.
Sutherland understood to be acting under the general directions of Mr.
Hazlewood. No engineer, however, devoted his whole time to the work;
in fact, Mr. Sutherland is of opinion that no engineer was present on an
average moro than one day a week.

As a rule the supplies were ordered by the the Superintendent, and the
receipt of the goods so ordered, having been certified to by the paymaster,
the invoices were transmitted to Ottawa for payment by the Department.
Sometimes goods were procured from Mr. Bethune, Government purveyor at
Prince Arthur's Landing, and occasionally small quantities were purchased
and paid for by the Superintendent himself ; this, however, was exceptional.
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On arriving at Fort Irances, Mr. Sutherland states that he found there
was but one store, that of the Hudson Bay Co., and the men engaged upon
the work complained of their high charges. On this account a Government
store was opened under control of Mr. Logan, the paymaster, assisted, in
turn, by Messrs. Marr, Bentley and Wilson.

On account of rumours which were rife as to certain alleged improper
transactions made particularly in connection with this Department of the
undertaking, a close enquiry was made into those matters. Mr. Wilson, one

of the assistant storekeepers, (to whom the Government stock was subse-

quently transferred), and to whom several of the said allegations referred,
was examined closely. We found that a proper stoie account had been

kept in which the workmen were charged with whatever they got, and these

accounts being periodically made out and handed to the book-keeper, the

amounts were debited to the men's accounts in the general books, and went
in diminution of their wages accounts. The general books, kept by Mr.
James Sutherland, were, at our request, ha»ded over to our keeping. We

have examined them with care and find them to have been kept upon

approved business principles, and in creditable style.

In 1817 Mr. Wilson purchased the stock then on hand in the G overn-
ment store at invoice prices, the cost of transport being added upon such of
it as Messrs. Thompson and Logan deemed to be merchantable, and thence-
forward he carried on business in another building as a private concern.

The goods thus purchased amounted to some four thousand dollars.
le produced his private books, and certain entries therein were the subject

of a thorough examination. From the evidence given and the manner in

which it was offered, we are of opinion, that the transfer was a fair and

legitimate business transaction.

A Government store for provisions was still kept by the paymaster,

after the stock of furnishings was sold to Mr. Wilson, and when work ceased

upon the locks in the fall of 1878, the goods then unsold and the plant

used upon the said works were turned over to Mr. Fowler, together with

an invoice of the same-the whole being valued at some $20,000. These, it

is understood, are held by him in charge for the Department of Public

Works.

Nothing which transpired in evidence led us to think that any moneys
furnished by the Government had been misapplied.
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The principal portion of the evidence not susceptible-of direct corrobor-
ation was the alleged'receipt by employes of the amounts étated in the pay-
lists. These included large numbers of persons, many of whom were
Indians. The correctness of these documents was upheld by the evidence
of both Mr. James Sutherland whose duty it was to prepare them from
the data furnished by the time book, and by Mr. Thompson, the foreman,
who said that he invariably examined them before the men were settled
with. Moreover, no exception seems to have been taken to them as
vouchers by the officers of the Department, at Ottawa.

We are of opinion, from the general tenor of the evidence, that the
funds entrusted to Mr. Sutherland in connection with the Fort Frances
Lock were expended in obedience to the general instructions received from
Ottawa, and there is no reason to suppose that the method of managing the
works and the expenditure in connection therewith was objectionable, or
failed to exhibit correctly the transactions of the Government officials
there employed.

The amount expended upon the works up to the 30th June, 1880, was
$289,028.51.

MESSRS. CoOPERy, FAÂiMAN & Co.

We have taken evidence with a view of ascertaining the persons who
constituted this firm during the period of their dealing in matters connected
with the Pacific Railway.

According to the records under the charge of Mr. Ryland, a Itogistrar
in Montreal, Messrs. James Cooper, Frederick Fairman and Charles Mac-
kenzie became partners under the style of Cooper, Fairman & Co., on the
first day of January, 1873, and agreed to be partners until the first day of
January, 1878. The following is a certificate obtained from the proper
officer:-

"Provinice of Quebec, ?
District of Montreal.

"W e, the undersigned, do hereby certify that we have entered into co-partnership uncler
the style or firm of Cooper, Fairmait & Compauy, as merchants, which firm consists of James
Cooper, of the city of Montreal, Frederick Fairnan, at present residing at Waterloo, in the
said Provioce, as general partners, and Cbarles Mackenzie, of Sarnia, in the Province of On-
tario, as a special partner, the raid Charles Mac',ense having cont1ibuted fifteen tbousand
dollars to the capital stock of the rai I partnership, which said co partnersbip commenced où
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the first day of January, instant, and terminates the firat day of Jainary one thousand eight

hundred and seventy-eight.
" Dated this second day of January, one thousand eight hundred and seventy-three.

"JAMES COOPER,
"FREDERICK FAIRMAN,
"CHARLES MACKENZIE.

" Signed in the presence of
il JolN C. GRIFFIN, N.P.",

"I certify that the foregoing is a true copy of a declaration whioh was entered

and registered at full length in the Registry Office, for the Registration Division of MOn.
treal in Register D. C., vol. 3, page 26, at ten o'clock in the forenoon of the seventh day of
January, eight3en hundred and seventy-three, under the number 5,619, G. H. R.

"G. H. RYLAND,

99 Reglrar."

Mr. Charles Mackenzie was a special partner, having contributed fifteen
thousand dollars to the capital of the firm, upon the understanding that
each partner should receive one-third of the profits, and that Mr. Mackenzie
should not be answerable for the liabilities of the firm beyond the capital
which he had contributed. He said, in giving evidence, that after this
firm had secured the contract for steel rails he decided and told his partner,
Mr. Cooper (in Toronto) thAt he would retire from the partnership ; that
this was the first notification on this subject to any of his firm, inasmu ch
as he had not thought it necessary that his intention should be communi-
cated at an earlier day by writing; that Mr. Cooper, then in Toronto,
informed him that Mr. Fairman was in England, and that consequently a
dissolution could not be accomplished until his return ; that immediately
after Mr. Fairnan's return in the spring or summer of 1875, Mr. Mackehzie
went to Montreal and dissolved the partnership, papers for that object being
then drawn up and signed ; that either at the first-mentioned interview
with Mr. Cooper, he (Mr. Cooper) had proposed, or subsequently when Mr.
Cooper and Mr. Fairman were present, they both had proposed to return
him his capital, that is $15,000, by three notes of $5,000 each, and that
without any discussion as to the terms upon which he should leave the

partnership, it was agreed that he should get his whole capital returned to
him.

Mr. Cooper's recollection differs from Mr. Mackenzie's on the subject of
the time of the first notification that Mr. Mackenzie wished to retire from
the partnership. Mr. Cooper thinks he received it at Montreal in writing,
but is not positive. Mr Cooper described the partiiership as ending on

the 3lst December, 1874, saying that the understanding of the dissolution
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was that it took place at the end of the year, and he suggested October or
November as the time at which he had received the notification of Mr.
Mackenzie's intention to withdraw. Mr. Cooper is clearly wrong in this
suggestion as to the time, for the first award of the contract to his firm was
on the 2nd day of December, 1874, and it was after that, when Mr. Charles
Mackenzie told Mr. Cooper he intended to go out of the firm. Again the
evidence shows that when Mr. Mackenzie proposed to retire no arrange-
ment could be finally concluded, because Mr. Fairman was in England, and
a letter written by Mr. Fairman himself, in the name of the firm, to the
Minister of Public Works, dated 4th December, 1874, states that Mr. Fair-
man would start for England on the Monday following. Therefore the
intimation by Mr. Mackenzie to Mr. Cooper, at Toronto, was at the earliest
some time after the 5th December, 1874. This is assuming that Mr. Fair-
man was on the ocean; for if he was really in England as above stated, Mr.
Mackenzie's notification to Mr. Cooper must have taken place as late as the
15th December.

Mr. Cooper, in his evidence, said that the dissolution could not be
arranged in " October," (meaning the time of the notification), while the
business was going on; that it could not be done until the firm should close
the books, take stock, &c.

The evidence makes clear to our judgment that about which Mr.
Charles Mackenzie seemed uncertain, namely, whether it was when only
he and Mr. Cooper were together at Toronto, or after Mr. Fairman had
returned from England, and when the three partners were together, that
it was proposed that he should get back his whole capital of $15,000. In the
first place it is not probable that Mr. Cooper and he, in the absence of Mr.
Fairman, and without his consent, would arrange the terms of a dissolution
and the withdrawal of a definite sum from the capital of the partnership;
and in the next place it is proved that closing the books, taking stock, &c.,
was a thing necessary to be done in view of the intended dissolution, and
that this took place not earlier than some time in January, 1875 ; therefore,
we think the proposition to give Mr. McKenzie $15,000 (the amount of his
original capital) was made when the three were together, after Mr. Fairman's
return from England, and after the stock-taking had been concluded.

If from the beginning of the negotiations for dissolution the intention was
to give Mr. Mackenzie his capital back intact, and without reference to the pro-
fits or losses of the business, then the dissolution could have been accompli-
shed without stopping the business to close the books, take stock, etc. The
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manner in which both Mr. Cooper and Mr. Fairman alluded to this feature of
the case, inclines us to think that closing the books and stock-taking did take
place as a matter material to the terms, on which Mr. Mackenzie finally
retired. But it does not therefore follow that no binding agreement for
dissolution took place until the books were actually balanced and stock
actually taken, for though the result shown by the books and taking stock
may have had a bearing on the amount to be finally paid to Mr. Mackenzie,
a positive agreement could have been closed between the parties before
those results became known, and on a basis which would provide for
the prospective payment to Mr. Mackenzie being more or less according to
the results as subsequently shown.

It is obvious, however, that until the minds of the three partners were
in accord no agreement for dissolution was arrived at. Up to that time,
whenever it was, all notices, negotiations and estimates could be nothing
more than features of proposals made by one or more of the firm.

Mr. Fairman stated in evidence that he thought he returned from Eng-
land about April, 1875; that shortly after his arrival in England he received
advices that Mr. Mackenzie wished to retire from the partnership, and that
on or about the 1st January, 1875, he wrote to Canada assenting to thi s
proposition; that stock was taken in January, and formal agreements were
executed after his return to Canada.

We think it may be assumed, that the letter conveying this assent of
Mr, Fairman would reach Canada about the middle of January, 1875, if
sent when Mr. Fairman stated it was.

We do not think the terms of the dissolution of this firm a matter
material to our investigation, except in so far as they aid in the attempt to
ascertain the time at which the act itself of dissolution, or the mutual
agreement for the dissolution took place. The partnership had not been
formed on the condition that Mr. Mackenzie, might at his option, select a
time at which he would go out of the firm, withdrawing his capital, or on
any other definite terms, therefore some mutual agreement on the terms
became indispensable. The evidence as a whole tends to the view that
some time in January, 1875, not earlier than on or the about 15th, the
three partners were in accord on the main fact that a dissolution should
take place, and that closing the books and stock-taking thereafter, would
be a means of settling upon the amount to be paid to Mr. Mackenzie.
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The following is a certificate of the record of dissolution :,.

"Province of Quebec,
District of Montreal.

" We, the undersigned James Cooper and Frederick Fairman, both of the City and Dis-
trict of Montreal, general partners, and Charles Mackenzie of Smnia, in the Province of
Ontario, special partner, do hereby certify and declare that the limited partnership hereto-

fare subsisting between us under the style and fira of Co'per & Co., registered in the office
of the Prothonotary and Reg-strar at Montreal on the aeventh day of January, A,D. 1873,

bath been dissolved from the fourth day of May last, and we make this declarationI to the end

tbat such dissolution May be legally registered as we suppose I had been alr2ady done, we

having, sone months since signed a similar dacrÀtion, and entrusted it to our agents for
the rpgi-tration; an 1 we have signed.

" Sarnia, 11th November, 1875.

"CHAS. MACKENZIE.
"JAMýES COOPER.
"F. FAIRXMAN.

" Witness,
"GEo. Ir GRUNDY,

" Moatreal, 17th November, 1875.

"I certify that the foregoing is a true copy of a certificate and declaration which was en-
tered and registered at full length in the Registry Office for the Registration Division of Mon-
treal, in Register D.C., vol. 3, page 427, at twelve O'clock at noon on the seventeenth day of
November, eight hundred and seventy-five, under the number 7,279, G. H. R.

"G. . RYLAND,

"Registrar."

The evidence leads us to conclude that up to, and for some time after
the ist January, 1875, the firm of Cooper, Fairman & Co. included in name
and in fact, Mr. James Cooper, Mr. Frederick Fairman and Mr. Charles

Mackenzie as partners, in all transactions connected with this railway and
macle in the name of that firm; that though the firm was not formally
dissolved till May, 1875, an agreement was made between its members in
January, 1875, the exact day we cannot name, by which all the transactions
of that firm connected with the said railway, became thereafter transactions
of the Department with Mr. James Cooper and Mr. Frederick Fairman, and
no other person.
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CONTRACI LETTING.

Up to the date of our commission 72 contracts had been Made in con-
nection with the Canadian Pacifie Railway. They were numbered frorm

one to seventy, inclusive, and 5 A and 32 A. Of these forty-two were by
the Department of Public Works, and the remainder by the Departmaent
of Railways and Canals, to which the management of this undertaking
was transferred in 1879.

In the first Session of the first Parliament of the Dominion, " An Act

respecting the Public Works of Canada" was passed (31 Vie., cap 12), of
which the following enactments form a part

" Se.. 20. It shall be the duty of the Minister to invite tenders by public advertisetoent
for the execution of ail works, except in cases of pressing emergency, where delay would be
injurious te the public interest, or where, from the nature of the work, it could be more ex-

peditiously and economically executed by the officers and servants of tie Department.

" Sec. 21. The Minister, in ail cases, or wLere any public woik is Leing cairied out by con-

tract, sball t3ke ail reasonable care that good and sufficient security be given to and in the

name of ler Majesty, for tbe due performance of the work, within the amount and time

Epecified for its completion ; and aiso in ail cases, where it seems to the Minister not to be

expedient te let such work to the lowest bidder, it shall be his duty te report the same and
obtain the authority of the Governor previous te passing by such lowest tender."

It will be observed that the language herein contained points only to
security for the due fulfilment of contracts, making no allusion to tenderers,
or the expediency of obtaining from them pledges of any kind.

" The Canadian Pacifie Railway Act" was passed in 1874; in which
it was enacted:-

" Sec. 7. The said Canadian Pacific Railway and tbe branches or sections hereinbefore
mentioned • ' * shall be constructed under the general superintrndence cf the

Department Of Public Works.

'Sec. 12. In case it shall be found by the Governor in Council more advantageous to con-

struct the said rsilway, er any portion thereof, as a public work of the Dominion of Canada, the
construction thereof shal be let out by contracts offered to public competition, and the Gov-

ernor in Council maay establisb, from time te time, the mode and regulations under which the

contract shall be given ; * such regulations not being contrary te any of the pro-

visions of the Acts regulating the Department of Public Works, or tg any other Act or law in
force in the Dominion."

This last clause suggests that rules are required, in addition to the

statutory one, that the lowest offer shall be ordinarily accepted.
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The enactments above mentioned were in force while the seventy-two
contracts were being made as aforesaid, for matters in connection with this
railway.

We understand the spirit of this legislation as a whole to be that the
Governor in Council should prescribe such regulations, amongst other
things, for the receipt of tenders in all public competitions, as would as far
as possible make the lowest tender the best one to accept in the public
interest, and that being provided for, the contract should be invariably
awarded to the lowest, unless an Order in Council should otherwise
direct.

Could regulations be so framed as to accomplish absolutely this desider-
atum, viz.: that the lowest offer would always be the best to accept, then
the action of the Department in letting the contract would be almost
mechanical, each tender, fixing by its price, the rank and rights -of its
author.

But whether regulations so perfect as this could be framed or not, the
clauses above alluded to seem to commit to the Governor in Council the
authority to make them as sufficient as possible, as well as the right to
remove individual cases from the general rule of the Statutes.

It is not inconsistent with the establishment of regulations by the

Governor in Council, that Departmental rules may be made auxiliary to

them, and indeed it seems to be a necessary consequence of the main regu-
lations, that in the Department there should be some well understood means

of deciding, whether these regulations were in each case followed.

Assuming then that regulations are to be framed for the purpose of
encouraging such competition for public works as will elicit offers of which
the lowest shall be always that which, in the public interest, it is best to
accept, the first thing to be accomplished is, in our view, to make the
probability of fulfilment, as far as possible, equal in all of them.

The lowest, without this cardinal characteristic, could not be the best
to accept, and in the problem as to whether an offer is likely to be fulfilled,
the good faith and the ability, both financial and administrative, of the

party making it, must be ever present factors; therefore we consider that
the main aim of the regulations governing competition, should be to bring
forth offers only from tenderers who possess those qualifications.

Without believing it possible to regulate the receipt of tenders, so as to
exclude with certainty all offers from those who are not both willing and
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able to fulfil them, we feel it a duty to point out some instances in
which the present system has led to serious delays and difficulties in the
action of the Department, and:at time3 to large gain by speculators who
came within the letter of the Statute as lowest tenderers, but whose offers,
according to our view of the'spirit of the law, ought never to have reached
the Department. By doing this we may indicate, to some extent, the nature
,of the remedy to be applied.

Before taking up individual cases, we may mention that in ten con-
tracts concerning this railway, tenderers-to whom they were respectively
awarded, have failed to make good their proposals, and agreements have
consequently been made at higher rates, the excess over the pri6es of the
said tenders, amounting under such agreements to more than a million of
dollars. In some of these cases no deposit had been made with the tender.
Whenever it was furnished it was subsequently returned to the defaulter.

In the case of contract 15, the tenders received on 20th September,
1875, showed the following to be the three lowest :-

A. P. Macdonald & Co.............. ............... $1,443,175
Martin & Charlton......... ........... 1,562,090
Sutton & Thompson.................................. 1,594,085

Ten days after the final receipt of the tenders, the Department awarded,
the contract to A. P. Macdonald & Co. About a fortnight after the award,
this firm informed the Department that under the opinion that the
track-laying on the adjoining section would be at such a time as to
make it available in August, 1877, they had made their bid 25 per cent.
lower than it would otherwise have been, and they proposed that before
entering into the contract, the Government should undertake to make good
to them certain expenses, which would be incurred, in case that section
should not be available as soon as they had expected (page 282), which con.
ditions being refused they declined, on 16th October, to take the contract.

It will be noticed that the request to have new conditions attached to
their offer, took place twenty-three days after all the tenders had been re-
ceived at the Department.

On the 17th October the contract was awarded to the next lowest ten-
derers, Martin & Charlton. More than two months elapsed without this
firm furnishing the security required of them.

On or before 20th December following, Mr. Charlton was, according to
the statement of the Hon. Donald McDonald, paid by the latter $20,000 to

31
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decline the contract, and it was done accordingly hy the following telp-

grain
" Dissention from within adde(d to extraordinary pres3ure fron without has left no alter-

native but withdrawal.
"CIIARLTON & CO."

And on the 21st December a letter to the same effect was sent to the
Department signed by Mr. Charlton. (Page 287.)

A cheque of $1,000 had accompanied the tender of this firm as a

guarantee of their good faith. When presented to the bank on which it

was drawn it was dishonoured and protested.

On the 29th December the contract was offered to the next lowest ten-
derers, Sutton & Thompson. They nominally accepted it by a telegram the
esme day. The evidence leads us to say, that they never intended or ex-
pected to take the contract or carry on the work, and never believed that
they could do so successfully. They made their offer, trusting solely to the
chance of making a profit by selling ont to sorne other person; the system
of the Department being one which enabled them to do so with impunity.
As a fact the Hon. Mr. MeDonald hac paid them $10,000 for their position,
in pursuance of an arrangement made between them and Mr. Whitehead, by
which, if the contract should be offered to them, they were to have no in-
terest in it; but they were to go through the form of taking it with Mr.
Whitehead as an additional partner; and this was done, they being subse-
quently released under an Order in Council.

The amounts paid by Mr. McDonald to Martin & Charlton, and to
Sutton & Thompson, in ail $30,000, were not lost to him or to Mr. White-
head; they were lost to the country, which paid to the contractors
a still higher sum as the consequence of Martin & Charlton's withdrawal.

The tenders for contract No. 42 opened in January, 1879, showed the
following as the three lowest :-

Trains-July, '82. Trains-July, '81.
Morse, Nicholson & Co........ $3,361,271 .. $3,467,506

Andrews. Jones & Co....... ................. 3,915.942
Fraser, Grant & Pitblado..... $4,130,707

After about three weeks spent in enquiries concerning the ability of
the firms who had made the two lowest offors, and coming to the conclu-
sioi tlat there was little or no probablity of either of them fulfiling its
offer, the Minister decided, nevertheless, that the established systein had
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fixed the eligibility of each tenderer, and in deference to it, he formally

awarded the contract to Mo-se & Co. on the 20th February, 1879.

This firm had made their offer without any belief that it could be
falfilled. Some time before it was s3nt in, memb3rs of the firin had met at
Toronto, and settled on prices to be named in their tender, which would

give them more than half a million dollars, beyond the total

of their tender as actually sent in. At Ottawa before putting in

their offer, it was -decided to make it as above mentioned,
$3,364,274, and it rCached the Department ip. that shape. The price was

lowered, not because they thought their first offer to high, or because they

were willing to carry out a contract at the lesser rate, but because they
wanted to make sure of the award of the contract, and to take their chances

upon something turning up afterwards, which would relieve them from the

proper consequences of the bargain. Six days afterwards they notified the

Department that they would not carry out their offer. This was at a critical
season of the year, when no time could be lost in closing a contract.

Morse & Co. had before their refusal bargained with Andrews, Jones

& Co , the tenderers next above them, to share the chances on the offer of the

latter, which was $551,668 higher than their own.

On the same day, 2th February, the contract was awarded to Andrews,
Jones & Co.

Morse & Co. supposed them to have sufficient means at their command
to take the contract, and they (Andrews, Jones & Co.,) had written on two

occasions, 6[h February and 2 Ith February, declaring that they were pre-

pared to furnish the security. But, as a fact they were not so prepared,
they werc themselves unable to do so, and had never made any positive

arrangement with any one else to do so. A party in New York would

have done this had he been convinced that his money was safe, but

this depended on a report from Col. Smith who came to Canada to make

enquiries concerning the work to be done and who was to return to New York

before lie made the report. Three days were given to Andrews, Jones & Co.

to make the deposit preparatory to the execition of the contract; they.asked

for an extension of time which was not granted. Nevertheless, under the

impression that a well known contractor of considerable capital in Canada

was likely to join them, the Minister defrredl for sev.rql 'ys passing to

the tender next above them ; but on being notified that this would not
31
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happen the contract was on the 5th March awarded to Fraser, Grant. &
Pitblado.

In our judgment every one of these offers was made without any
sufficient ground for believing that the tenderer could fulfil it if accepted;
and nearly every one without any desire that he should fulfil it.

It is plain beyond argument that when competitors of this class are

amongst tenderers, time is lost to theiDepartment in the process of reaching

one whose offer is in earnest, and whose proposal can be made available to

the Government, and we think it equally.certain, that such competitors will

appear uniess" the conditions under which they may send in tenders are
made much more Serious than was the case before the date of our com-
mission.

• The saving of the time thuslost, would of itself bo-probably considered
worth the effort to eliminate all but genuine tenders from public compe-
tition. But the loss of time is not the only evil; occasionally it might be
no detriment and a Department could now and then, without much incon-
venience, work its way from the lowest offer, a sham one, up to some higher
one, made by a party ready and desirous to take the contract.

But we think the system of requiring deposits so small as to be insig-
nificant, compared with the chances of profit by selling out to higher
tenderers, creates another difficulty which the legislation aims at destroying,
that is, the necessity of paying more for works than would be done under
a fair competition amongst offers made on a business basis

Let us take for illustration a case in which the difference between the
highest and lowest offer is $200,000-and in many of the cases it was very
mnuch more-this difference being made up by gradations of $20,000 each
between ten different tenders, a deposit of $2,000 being required with each
tender, as an evidence of good faith, with the certainty that the deposit
would be forfeited if the tenderer failed when required to carry out his
effer. It is evident that each tenderer to whom the contract was awarded
might be tempted to sell his position to a higher tenderer-if he could. get
more than $2,000 for doing so-and it is equally clear that the higher
jenderer would be tempted to give more than $2,000 for a withdrawal,
-which would seem to put within his grasp all his calculated profits on so
large a contract.

And thus would be made more than probable the result which the regu-
lations concerning contract letting would be framed to prevent. Even
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when the offers are from persons who believe the work could be done at

their prices, the system of reqiring no forfeits, or trifling ones, offers a sure
profit and a quick return to the tenderer who will withdraw for a consider-
ation, and a yet higher price to the one who w'ill buy his withdrawal.

But the case thus stated as an illustration fails to present the tempta-

tion in as strong a light as it existed during these contracts.

In the case of section 15, the gradations averaged something like
$70,000; the deposit was $1,000; and it must have come to be well under.
stood in the tendering community, that making the leposit was a formal
act of trifling; for in every case, and there were several, in which it could

have been forfeited, it was returned to the defaulting tenderer.

We suggest the expediency of requiring with each tender security of a

much more substantial character than any given with those for the contracts

we have been considering. We do not think it would be advisable always to

make it of an amount sufficient to cover the difference between the tender

which it supports and the one next above it, although this could be done by

a covenant of sureties, to be sent in with the offer for such an indefinite

amount as would meet that case.

It is true that if the security with the tender does not cover the differ-

ence in the amount between it and the one next above it, the temptation

may occasionally exist, which we have described as leading to the objection-
able transaction of selling ont; but the differences between tenders vary,
and being unknown at the time tenders are being received, a speculator
will not be inclined to invest a substantial amount upon the chance, that
the difference between him and the one next higher will be so great, as to

afford a profit to both by a purchase of his position at a price higher than his

deposit, and this will exclude him. The elimination of this class of compe-
titors will be done by themselves, instead of by the Department as hereto-

fore, always at a loss of time, sometimes of money, and it will practically

extinguish a class of irresponsible middlemen, through whom reliable

contractors are often forced to buy their way to contracts for important
public works.

The requirement of substantial security with a tender will also have
the effect of naking parties, who, in good faith, desire to enter the competi-
tion, apply to themselves some test as to financial ability, before asking their

offers to be seriously entertained. Hitherto this has been done ônly after
the contract has been awarded, and at times with the result of showing that
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it would have been as well for all parties if they had refrained from entering
the competition.

We do not suggest that the security with the tender should necessarily be
money, but at the option of the tenderers covenants from respônsible parties,
so worded (if desired) as not to indicate the name of the tenderŽr, or the
amount of his offer.

If a tenderer, though iii the best of faith concerning his prices, can
furnish with his offer, neither inoney nor stocks nor sureties to an amount
equal to say one or two per cent. on the total cost of the work, then the
attempt to enter into a contract with him, on such sufficient security as the
Statute demands for that purpose, would almost certainly lead to dis-
appointmeit.

Up to the date at which the tenders were invited for the const ruction of
section 15, it was not the practice of the Department to require any guaran-
tee from the tenderert The lowest tenderers for contracts 1, 4, 5, 13 and 14
withdrew their offers, and tenders in lieu thereof were accepted involving
on the face of them, an expenditure in excess of those v:ithdrawn aggregat-
i ng $132,17 .

When the construction of section 15 was submitted for competition,
althouglh no Order in Council establishing regulations had been passed,
the Department for the first time required each tenderer to deposit with
his tender a sum of money (in that case it was $1,000) which, by the terms
of the specifications should be forfeited if the person making the offer
should decline or fail to fulfil it, and from that time forward to the date at
which we began to take evidence, the highest amouut required by the De-
partment, as a deposit with a tender, was $5,000.

No general Order in Council established any regulations for contract-
letting unler the authority of the statute above mentioned, until the fol-
lowing -

"Copy or a Report of a C'mmittee of the ionourable te Privy C>unciI, approved by His
Excellency the Governor General in Council, on the 23rd March, 1880.

" On a joint memorandum dated the 2Cth March, 1880, from the fonourables the Minister
of Pablic Works and the Minister of Railways and Cansl4, reco nmending that hereafter ail
publie works involving an expenditure of over $5,000 shall be let by public tender and cc n-
tract, unless, owing to urgency or other cause, it be deemed advisable to take different action
and that in ail such cases autbority be obtained by an Order in Council.

" That with ail tenders submitted a money guarantee or approved accepted cheque shall
be given, to be open to fo-feiture in the event of the tenderer failing to make the necessary
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five per cent. deposit hereinafter referred to, within eight days after receiving notice of the
acceptance of the tender or of bis declining to enter into contract wheà requested, the
rmount of such guarentee to be fixed at a suM not less than $1,000 nor more than $5,000.

" That upon acceptance of a tender an i notification by the Departmn nt ooneerned, the
intending contractor shall, within eight days, deposit with the Government a sun of money
equal to five per cent. of the amount of hii contract.

" That in all cases where tenders bave been called for, the lowest receive i shall be
accepted, unless good an sufficient reasons appear for passing over such tender.

"The Committee submit the above recomtmendation for Your Exeellency's approval

"Certified.
"JO.COTÉ

fi C. F. C."
Before formulating our suggestions as to future regulations concerningr

contract letting, we think it proper to mention some other subjects which
might be noticed in them.

The evidence shows that the tenders between the times of their receipt
and their opening, have not been kept in such a place of safety as to make
it certain that the contentg of some have not been improperly divu!ged.

They were left in a detachecd upright wooden desk, standing in the
Secretary's room ; this vas not an official depository; in it Mr. Braun's
private papers were also kept. This geitleman was evidently confident
that no one haçi been able to get at the tenders, and he believed they had
been always sTe. But we think such important documents, the knowledge
of whose contents might be saleable at thousands of dollars, ought to be
kept in a place of greater security than the one indicated.

lIt is clear that the substance of one tender, but after the opening, was
communicated as mentioned in the following letter :-

"]BRANTFORD, 27th November, 1876.
" Sia,-We havejust been informned tbat Gro ri & Co., (by some meaus) have dis 'overed

that there is an error or o-nission in our tender for section 15, Canidian Pacifie iailway, in
not putting a price to the item of rip rap. In case our tender should be reached, we off-r to
accept as a price far the rip-rap, the averag- tckig the two tenders below our tender, and
the one rest above our tender, and the average of tie thrce we viii accept as our price far

rip-rap.
"Should the matter come und1er your notirc, w-e would ask vou to k!âdly excuse the

error or omission.
" We have no doubt, should you award us the contract, we will be able to give you gol

satisfaction in all matter connected tberewith.

"We remain,
"Your most obedient servant,

"SUTTON & THOMPSON.
The Hon. A. MAcKENZIE,

"i Ottawa."
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In another respect it appears to us, [that an improvement might be
made in preserving a record of the receipt of tenders. The practice has
been generally to stamp on the envelope'the day only of the receipt, if before
noon; if after, the hour also. We found it impossible to ascertain the order
in which tenders had reached the Department, because in most cases the
envelopes had disappeared, although the officials said it had been intended
to preserve them, as references from~which to learn this order, if desired

A regular book might be kept in which the hour of receipt of every
tender might be entered without delay, together with a letter or dis-
tinguishing number, the same letter or number being marked on the
envelope of the tender. This letter or number being afterwards shown in
the Schedule made at the opening, would 'complete a record, which
would show the order in which it had been received as well as its amount.

In offering public works for tender, it seems to us that the first
step towards true economy, would be that of obtaining a knowledge as
accurate as possible of what is required.

The more exact the information offered to tend.erers, the more precise
will be their calculations of cost, and the narrower the margin of profit
deemed necessary to cover possible and unlooked for contingencies,
and. therefore, it seems to be expedient before contractiAg -for works
or materials, to have a carefully prepared official estimateé of their total
cost. This would also be a basis on which to fix the amount of the
security to accompany the tender, and without reference to the amount of
the tender itself, thus preventing the extent of this security revealing the
total of the offer, as it would do were it to be a percentage on the price
demanded.

In addition to this official estimate, we j have under the head of
" EngineAring " (page 74), suggested that where it is an object to exclude
inconsistent tenders-a further estimate should be officially prepared of the
value of each item, that is the price which would be fairly remunerative to
a contractor, and these prices being affixed to the respective items in the
bill of works to b. furnished to tenderers, they should be invited to state
simply one general percentage above or below those prices, at which they
would undertake the work or supply the material.

One important feature of the present system remains to be noticed.
Of the seventy-two contracts above mentioned, the highest authority on
record, upon which fully two-thirds of them were awarded, was that of the
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head of the Department, or one of its officers presuuably acting under

the Ministers instructions.

This, as well as the amount involved in each case, will be seen by the
following table

CONTRACTS entered into for Works on the Canadian Pacific Railway and the Fort

Frances Canal, prior to the 16th June, 1880, and of the Amounts :estimated as
being involved.

Name.

1

2

3

4

5

5a

6

7

8

9

10

11

12

13

14

15

1e

17

18

19

llighest Authority given before
closing the Contract as far

as shown by te
Records.

Authority. Date

Secretary.............

Deputy Minister....

Minister ...............

Chief Engineer.....

Minister...............

Order in Council...

Minister ...............

do ......... .....

do ...............

do ...............

do ...............

Order in Council...

do ...

Contract..............

Order in Council...

do ...

Minister ...............

6th Oct., 1874....

15th Aug., 1874.

Undated............

29th Dec., 1874...

29th Aug., 1874..

llth May, 1877...

Undated............

do ............

do ......

do ............

21st Jan., 1874...

4th Feb., 1875....

18th March, 1875

3rd April, 1875...

8th Jan., 1877....

4th Nov., 1874...

7th Jan., 1875....

do Illîndated

Estimate of Amount involved
as shown by extension

of Tenders.

Under
O. in Council,

$ cts.

.................-.-..

...........- -........

................--...

.....................

.....................

60,000 00

.....................

.....................

.....................

...................--.

406,194 00

.....................

1,593,085 00

1,440,000 00

..........---..--.....

......... ...........

Mr. Hazlewood,
under direction of
Chief Engineer...l ........................ 1...............,......

Not under
O. in Council.

$ cta.

127,850 00.

117,250 00

272,250 00.

213,850 00

200,000 00

....................

553,663 0S

272,348 00

1,101,360 00,

513,085 00

259,581 00

.....................

........ ............

402,950 00

.................-..

.....................

48,666 00

32,044 0M

1,600 00-

$10,000 per mile; 20,000 acres; interest at 4 per cent. on $7,500 per mile for 25 years.

Sifton, Glass & 00..............

R. Fuller....................

F. J. Barnard ........................

Oliver, Davidson & Co............

Joas. Whitehead................

J. Whitehead........................

Guest & Co ..... ..................

Ebbw Vale Steel and Iron Co..

Mersey Steel Co............ ........

I West Cumberland Co..........

Naylor, Benzon & Co....... .....

Hon. A. B. Foster .................

Sifton & Ward.......................

Sifton & Ward.......................

Jos. Whitehead......................

Canada Central.....................

Anderson, Anderson k Co......

Red River Transportation Co..

Moses Chevrette.....................
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CONTRACTS entered into for Works on the Canadian Pacific iRailway, &c,-Continued.

Name.
c.

20

21

22

23

24

25

26

27

28

29

30

31

32

32a

33

34

35

36

37

39

40

41

42

43

44

45

46

Holcomb & Stewart. ........... ..

Sifton & W ard .......................

Oliver, Davidson & Co ..........

Pureell & Ryan......................

Jas. Isbester..........................

Merchant's Lake & River Co..

Red River Transportation Co

Cooper, Fairman & Co..........

Robb & Co...........................

Patent Bolt & Nut Co............

Cooper, Fairman & Go..........

Lemay & Blair......................

Kavanagh, Murphy & Upper..

North-West Transportation C

Cooper, Fairman & Co ..........

Wm. Robinson......................

fleney, Charlebois & Flood ..

E dmund Ingalls...................

John Irving..-.............

Gouin, Murphy & Upper .......

Purcell & Co. ................

Manning, McDonald & Co.....

.Joseph Upper ............

West Cumberland Co...........

Barrow Hæmatite Co. ..........

Ebbw Vale Steel Co. ...........

IIighest Authority given before Estimate of Amount involved
closing the Contract, as far as shown by extension

as shown by the of Tenders.
Records.

Authority. Date. Under Not under
O. in Council. O. in Council.

$ cts. $ ets.

Order in Council... 30th April, 1875. 31,000 00 ................ . .

Secretary ............. 14th July, 1875... ............. ....... 8, 782 00

do .......... 22nd Sept., 1875. ..................... 6,500 00

M r . Hlazlewood,
under direction of
Chief Engineer........... ......... 11,560 00

do do ........................ 3,000 00

Order in Connel... 6th June, 1876.... 1,037,061 00 .....................

Secretary............. 23rd May, 1876... ..................... 30,989 00

Minister ...... ... 16th May. 18 76 ... ............... 89,60 O0

do ............... do ... ..................... 174,806 00

Secretary............. 28th July, 1876... .......... .......... 8,532 90

.Minister ............... Undated............ .................... 16,160 00

Deputy Minister.... do ............ ..................... 6,800 00

Minister ........ ... (10 ............ 13,738 0

Chief Engieer. do ............ ..................... 1'i,730 45

Contract. ............ 21st June, 1878... .................... 2?2;202 00

o Minister............... Ist May, 1878.... ..................... 90,000 00

Order in Council... I6th May, 1878... 23,780 00 .....................

Mr. Nixon ............ ...................... ..................... 72,600 00

Contract ............. 2nd Aug., 1878... ..................... 809,813 O0

Minister ............... 12th July, 1878... ..................... 3,261 00

Secretary........... do ... .......... . 33,913 04

.Contract ....... ,.... Aug 1 . . . 30,500 00
Lnd sch. rates.

Order in Council... 3rd March, 1879. 2,300,196 00 ....................

do ... 5th March, 1879. 4,130,707 00 ....................

Minister ...................... Percentage of earnings.

Chief Engineer .... 24th June, 1879 . ........ 50,061 74

do ...... 25th June, 1879 ........ ....... 37,844 59

do ...... 26th June, 1879 ................. 37,972 23

Merchant's L. & R. SS. Co......

Patrick Kenny.............. ......
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CONTRACTS entered into for Works on the Canadian Pacific Railway, &c.-Continued.

Name

47 Patent Bolt and Nut Co..........

48 John Ryan................ ....

49 R. Dickson ...................

50 Miller Bros. & Mitchell............

51 Dominion Bolt Co. ......... .......

52 North-West Transportation C o.

53 Biarrow IImmatite Co .............

54 Guest & Co ..............

,5 West Cumberland Co...... ......

Highest Authority given before
closing the Contract, as far

as shown by the
Records.

Authority. Date.

Chief Engineer.....

Minister ...............

Secretary .. . . . . . .

Minister ...............

Secretary.............

do ...............

4th July, 1879....

18th Aug., 1879.

21st July, 1879...

23rd Aug., 1879.

do ...

do ..

Minister ............... 25tb July, 1879..

do ............... do ...

do ............... do ...

Estimate of Amounts involved
as shown oy extension

of Tenders.

Under Not inder
O. in Council. O. in Council.

$ ets. $ ets.

..................... 2,419 71

000,500 00

15,802 00

..................... 35,425 00

2,062 50.......... ........,... 2,662 5

..................... 21,000 00

......... ........ 781,000 00

258,000 00

..................... 128,500 00

56 The Kellogg Bridge Co. ........ do ............. .. 24th Nov., 1879. ................ 1,384 00

57 The Truro Patent Frog Co...... Contract ............ 21st Sept., 1879 . .................... 12,000 00

58 W. Ilazelburst. ........ ...... Minister ............... 27th Feb , 1880. 6,0960

59 Whitehead, Ryan & Ruttan .... Chief Engineer .... 1........ ............. 27,750 00

60 D. O. Mills- A. .................... ) 2,727,300 00 ............ ........
SOrder in Council 22ndl Dec , 1879.

(2 D. O. Mills- C....................... O2,056,950 00 .....................

C1 D. O. Mills-B................... do ... 25th Nov., 1879 . 2,573,640 00 ................. ...

C3 D. O. Mills-D. .... do .. 13th Dec., 1879... 1,746,150 00 ......... ...

64 Ryan, Whitehead & Rtuttan . ... do ... 16th Marcb, 1880 7.350 0 ............

65 James Crossen ......... ............ Secretary............. 3rd March, 1880................24,901 00

66 Bowie & McNaughton ............ Minister .7th Mardi, 1880................ 438914 0

67 Moncton Car Co. ...... ..... Secretary ............. 11th March, 1880.. ........ 70,800 00

68 Ontario Car Co................. ..... .... 3rd March, 1880................. 6,230 00

69 % North-West Transportation Co lOrder in Council... 14th June, 1880.. 48,000 00... .........do do ... do 15th May, 1880.. Schedule rates ..........

.. . . . . . . . . .. .. ..2 4 ,9 6 1.. ... .

FORT FRANCEs Locis.-No contract made. Work performed by days' labour. Authority sent to
Mr. Sutherland to commence work, by letter of the Secretary dated 11th May, 1875.

T. TRUDEAU,
Depay Minister of Railways and Canals.
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It will be seen, that throughout these contracts, a considerable portion
were awarded by either the head, or some subordinate of the Department,
without having been submitted for approval to the Privy Council.

It is true that the statute does not require the award to be authorized
by the Privy Council, unless where the lowest (available) offer is passed
over; but it is suggested for consideration, whether unless regulations are
to be adopted of a more stringent character than those in force up to this
tirae, so as to exclude offers of a gambling character, it would not bo well

that all contracts involving sums above a specified amount, be awarded only
after consideration by some higher authority, for instance, a Committee of
the Privy Council.

Large sums have been expended on this railway, through transactions
originated, directed, and concluded solely by the Department without the
authority of the Privy Council.

In addition to the inexpediency of depending in such cases entirely on
the judgment of one person, the practice seems to us to cast upon the individ-
ual a responsibility which is dangerous to himself and injurious to the com-
munity; it naturally concentrates upon him party and personal pressure
for his favours, and often party and personal abuse for his action, while it
fosters in the community a habit of bartering for influence, because it is
supposed to be more easily and more effectually exercised over one mind
than over more

We think it would be an advantage, if no transaction involving an
expenditure beyond a specified sum, could be arranged for by compefition
or otherwise, unless such expenditure should be first directed by some
authority higher than a department, and unless the report or recommenda-
tion of the Department in which such direction is asked should, amongst
other things, give a written report from its engineer-when the object of the
expenditure involvea engineering results- and this whether that report be
in accordance or not with the step recommended.

In order to avoid the responsibility of passing over any tender which

is known to be low enough te call for the contract but which cannot be

accepted owing to some omission in the qualifying conditions, it has occurred
to us that it would be well te prevent the knowledge of its contents reach-

ing the Department unless and until all preliminary conditions have been

first fully performed, and with this object that the tender should be enclosed
by itself in a sealed envelope, which, together with the securities and other
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necessary documents, should be enclosed in an outer envelope. If on open-
ing the outer envelope, the securities and accompanying documents were not
sufficient to entitle the tender to enter the competition, then the inner en -
velope should be forthwith transmited unopened to such address as may be
given for that purpose in the outer envelope; but if from any cause it
should be opened by the Department, then it should be entitled to compete
on the same terms as all regular tenders.

If it should be decided to accept personal covenants by way of security
with tenders, questions might arise respecting the financial standing of the
sureties, and the regulations might provide that in doubtful cases, the decision
of such question would be left to some authority,either independent of, or act-
ing with the Department. If theitenderers were parties to this covenant, and
were'well known capitalists, the document would be necessarily sufficient ; if
not the parties might, before the last day for receiving offers, learn from the
Department whether the sureties they could get would be satisfactory; or in
cases of large contracts, where the difference in amount between the various
tenders was likely to be considerable, and a short delay would not be detri-
mental, then the advertisement might name two different days, one for
opening the outer envelope, and a later one for the consideration of those
tenders which should be shown to be entitled to compete-the intervening
poriod permitting enquiries to be made as to the sufficiency of sureties, if
sny, offered with tenders.

We submit for consideration whether it would not be expedient to
regulate the letting of contracts by rules to the following, or some similar
effect:-

No contract expected to involve au expenditure beyond [$50,000] shall
be made, and no competition therefor shall be invited by the [Department
of Railways and Canalsi unless such expenditure .be first authorized by a
resolution of [the Treasury Board.]

Such authority shall not be given where the object ef the contract in-
volves engineering results, unless the recommendation from the head of the
department on which such authority is to be based, is accompanied by a re-
port of the Government Engineer having charge over the subject.

That before submitting to competition the construction of works by
the said Department or the supply of material to be used therein, an official
estimate shall be prepared concerning the value of each item, on which
prices are to be asked.
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That in cases where inconsistency in prices would be likely to lead to
a material increase or loss of profit to the contractor, according as particular
items should after the contract be proportionately increased or
diminished, then prices shall be affixed by the Department to the respective
items in the bill of works, and competition shall be invited only as to a
general percentage above or below the prices at which the contract will be
taken.

That all tenders in such public competitions shall bc made on forms
to be supplied by the Department.

That with each tender thc party making it shall be required to furnish
such security as may be designated in the form, his tender containing a
covenant under seal, that such security shall be forfeited if he fail to fu.lfil
his offer, by entering into a contract and furnishing the requisite security.

That in each case the amount of security with the tender shall be fixed
without relation to the amount of the tender, and shall be such sum or
sums as may be stated in the form.

That the security with the tender may be in cash or debentures, or
bank or other valuable stocks, or personal covenants from responsible parties,
or partly one and partly the other, as shall be mentioned in the form,
which shall also enumerate the companies whose stock will be accepted.

That in no case, unless specially directed by an Order in Council, shall
the security with the tender be less than [one] per cent. of the probable total
outlay according to the official estimate before mentioned. That if the
security be given by a personal covenant instead of by any other of the pre-
scribed methods, then it shall be [two] per cent., unless otherwise specially
directed by Order in Council.

That the receipt of such security with a tender shall be qualified by a
condition, that in no case shall it be forfeited to an extent beyond the
difference between the amount of that tender, and the one next above it,
which shall have been accompanied by the necessary security, and received
and opened as regular.

That each tender shall be placed in a sealed envelope by itself, which
together with the documents necessary to comply with all preliminary con-
ditions, shall be enclosed to the Department in another outer envelope.

That it shall be the duty of the Departmental officials not to open the
inner envelope, until it be decided that all preliminary conditions have
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beei fulfilled, and if these conditions be not fulfilled then to transmit forth-
with the inner envelope unopened, to such address as may be given for that
purpose in the outer envelope.

That if this duty b neglected so that the inner envelope cannot be re-
turned unopened, then the tender shall be entertained as if all necessary
preliminry conditions had been complied with.

That the receipt of each tender shall be recorded in a book kept by the
Department for that purpose-the entry showing the time of its receipt,
and a number or distinguishing mark by which it may be known-tho
same number or mark being put on the envelope of the tender.

That tenders, after their receipt and before their opening, shall be kept
as valuables in some sufficient safe or vault.

GENERAL CONCLUSIONS.

As far as concerns the period over which our enquiry has extended,
the evidence as a whole leads us to the following conclusions:-

That the construction of the Canadian Pacifie Railway was carried on
as a Public Work at a sacrifice of money, time and efficiency.

That in this work numbers of persons were employed as Government
officials who were not efficient in the positions to which they were appoint-
ed, having been selected on party grounds, irrespective of the question
whether their engagement would be advantageous to the public interests.

That during the progress of the undertaking, delays occurred which
would not have occurred, but for the necessity of staying operations from
time to time until the necessary appropriations were made by Parliament.

That the examination of the country over which the line was located
was inadequate, failing to give to the Government that information which
could have been given, and which was necessary to enable the Government

to estimate, with reasonable accuracy, the probable cost of tha railway.

That large operations were carried on and extensive purchases made

with much less regard to economy than would have happened under
similar circumstances in a private undertaking.

That the practice which permits a Department to originate and enter
upon transactions involving the expenditure of large sums of money, and,

without other authority, to award the contracts under which such ex-
penditure is intended to take place, is a disadvantage.
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That the system under which the contracts were let was not calcu-
lated to secure the works at the lowest price or the earliest date; it pledged
the Department to treat with tenderers irrespective of their good faith or
financial strencgth, upon the single test of a deposit of money, so small as to
be useless as a guarantee, the possible efficacy of this being neutralized
by the invariable practice of returning his deposit to each defaulter. Such
a system promises to every tenderer a position which he risks nothing to

procure, and which ho may at his option abandon, or retain, or sell if ho
can.

GEO. M. CLARK,

SAMUEL KEEFER.

EDWARD MIALL.
OTTAWA, 8th April, 1882.
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APPENDIX.

STATUTORY DECLARATION OF ALBERT H. CLIRK.

"CoUNTY OF SELKIRK,
"To Wrr :

"la the matter Sirrox, GLSs & Co'à Telegraph Contract.

"1, Albert H. Clark, of the City of Winnipeg, in the County of Selkirk, do solemnly
declare that I was foreman on the contract for building the telegraph line from Winnipeg to

Fort Pelly.
"2. I have been over all the line except a smaill piece from Shoal Lake to Lake Manitoba.

I superintended all the work from Pelly to within a few miles of Mossy River, and I am quite

sure that in no single instance were poles set in the snow and frost alone, but in every
instance the poles were the best that could be obtained in the different localities, and they
were well sunk in the ground, and in wet or boggy places were always well braced.

"3. Mr. Sifton gave me the most positive instructions ta have the work well done, and
those instructions were carried out always to the best of my ability.

"4. I have seen it stated that the line was carelessly built, and that was the reason it

was so bard ta keep it in repair, but I am quite sure that those making such statements

must have known that they were drawing upon their imaginations; for, indeed, some who

have so spoken have never even seen the line.
"i5. I have seen a great many telegraph lines, but have never seen one as difficult ta

build as this, and have never seen a place where it was so difficult to keep a line in repair ;

and I very much doubt if there has ever been a line built in such'an unfavourable place, when
all the swamps and water-stretches are taken into consideration, together with the fact of the
country through which the line passes being se thinly settled. No person can form any idea

of the difficulties except ho has been on the ground. Having had the care of part of the line

for some time, I am sure Mr. Sifton did all in his power to keep the line in order, his instruc-

tions being to keep communication open, no matter what the expense might be, if it were at

all possible.
I And I make this solemn declaration conscientiously believing the same to be true, and

by virtue of the Act passed in the thirty-seventh year of Her Majesty's reign, intitule ' An

Act for the suppression of Voluntary and Extra.Judicial Oaths.'

"A. H. CLARK.

l Declared before me, at Winnipeg,
in the County of Selkirk, this
22nd day of October, A.D., 1880.

d J. A. M. Arixs,
A Commissioner."1

"STATUTORY DECLARATION OF WILLIAM M. SIFTON.

" , Williqm M. Sifton, of Lake Manitoba Narrows, of the North-West Territory, do

solemnly deoclare that I have now, and for over two years have had, under my charge the Tele-

graph Lins from Sho il Iake, fifty miles eastof Lake Manitoba, to Duck Mountain. My instrao.
32
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tions frcm MIr. Sifton are to spare no cost in keeping the lino in repair, and I have followed

these instructions to the best of my ability; I have read the statement of John Conners

before the Royal Commission, I had this man on the line and bad to discharge him for neglect
of duty. The statement made by him as to my going away trading and neglecting the line is

false, as also is the statement about the way in which the line is built. I have been over the

line from one end to the other, and in every case, the poles put in were the best that could

be procured in the locality; and they were put in to a depth of not less than three feet,
s-metimes greater. I consider that the work on the line was well done throughout. As ta

the work assigned to Conners, if he was dissatisfied, he could have left at any time. The fact of

is remaining until discharged, shows conclusively that the work was not unreasonably diffi-

cuit. When found necessary extra hands were always put on to assist. I think I can explain

why there has been s0 much difllculty in keeping the line in proper repair. The principal

trouble bas been in and about Dog Lake ; at this place there are miles of swsmp, and from

Duck Mountain to Selkirk the water bas been rising for the last two years, end now, I am quiet

safe in saylng, that in ail the swamps the water is from one to two feet higber than it was
when the lina was built. Owing to this rise of water there are districts, many miles in extent,

entirely covered with wa'er, which were quite dry at the time of the construction of the line.

Much of the lina bas been re-built. I am at present renewing poles, and next summer I am

sure that the whole of the line will have been renewed and in good order. If it were not for

the increase in the amount of water, I would have no difficulty in keeping the entire lino in

perfect repair, but at present, taking the whole line into consideration, I know of no other

lineof equal extent which offers such great difficulties to the repairer. And I make this

solemn declaration, conscientiously believing the same to be true, and by virtue of an Act

passed in the thirty-seventh year of Her Majesty's reign, intituled ' An Act for the suppres-

sionoi voluntary and extra judicial oaths.'
" WM. SIFTON.

"Declared at the City of Winnipeg this eighteenth day of October, in the year of Our
Lord 1880, before me,

"Jouw H. BMLL,
I Justice oj the Peace."

"STATUTORY DECLARATION OF HENRY W. WYNNE.

" CoUNTY oF PRoVENCHER.
"To Wit:

"In the matter ot Sifton, Glass & Co's Telegraph Contract.

1 1, leury W. Wynne, of the Town of Dominion City, in the County of Provencher, do

solemnly declare that I was forenan for Sifton, Glass & Co. when tbey were building the line
west of the Narrows of Lake Manitoba.

"2. That I have full knowledge of the manuer in which the lina was built.
"3. That I had written instructions from Mr. Sifton as to the manner in which the work

was to be carried out
il4. That the work was performed according to instructions in a good and substantial

manner, the poles were well sunk in the ground, and in wet places were Properly braced, and
were of the very best material that could be secured in the locality.
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" 5. I have heard that statements have been made to the effect that the poles were orly
put down in the snow and frost and as 800 88 spring came they tell down, and I have-
no hesitation in saying that such statements are base falsehoods and cou1l only be made for
the purpcse of injuring Mr. Sifton.

" 6. I completed the line about thirty miles west fro-n Lake Manitoba, arld from what I

saw of other parts of the line I am satisfied that the work was as wail done as was

possible with the poles that couHi be obtained in the respective localities.
" And I make this solemn declaration, conscientiously believing the same to be t>e, and

by virtue of the Act passed in the thirty-seventh year of Her «Majesty's reigu, intitule« Ano
Act for the suppression of voluntary and extra-judicial oaths.'

"i HENRY W. WYNNE.

"Declared before me in the County of Pravencher, this 11th day of November, 1870.

'MARK Warrr.s,
"Justice of the Peace."

STATEMENT OF MR. BELL

"LEE's FaRRY, ARIZoNA, U.S.A.?
" 26th July, 1881.

"DrAn Sira,-As I believe that evidence which I can give to the Commission upon the
subject ot contract No. 25 is very important ; and as the absence of Mr. Miall has prevented
his brother Commissioners from taking my evidence lu regular form ; and as I have had t>
leave Ottawa suddenly for work here in the Western States, where I shall probably remain
for a long time, 1 feel it my duty to take the only means at my disposal for pntting my
evidence on record, and, therefore, I beg leave to submit to the Commission the following
statement :-

"In the summer of 1879, with the assistance of Mr. A. J. Hill, now in charge of part of
the works on the Canadian Pacific Railway in British Columbia, I made, under the sdirections
of Mr. Sandford Fleming, a re-measurement of the earthwork, rockwork and ballasting
executed under contract No. 25, of the Canadian'Pacifie Railway. My instructions were con'
tained in a letter from Mr. Fleming, dated about 20th May, 1879.

" My measurements were almost all made in excavation, and not in embankment, as has
been intimeated in other evidence. The contents of line cuttings were asc3rtained by means
of cross-sections of the fmishe 1 work, the form of the original surface being transferred from
the cros3-sections taken of it 1 efore the contract work was commenced. The mae means
of measurement were used in such borrow-pits as could not be measured closely by ordinary
tape measurements. The quantity of excavation in ditches was ascertained by a tape for the

width, a levelling rod for the depth, and by chaining along the line for the length, where the
the engineers' working stakes were not regularly and satisfactorily found. In taking the
depths of the ditches, the tape was stretched across the ditch along the original firm surface,
the rod was then driven down with considerable force into the soft mud and water to the
firm bottom, and the depth was read off the rod where the tape crossed it.* Particular care
was always taken to ascertain the full depth, and in cases where, from the presence of much
water, or from any other cause, there could be an uncertainty about the exact depths being
ascertained, two or more soun'dings were made.
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" The original firm surface was always euily found, for though there had been fire almost

all along the aides of the railway, there were always portions of unconsumed soda, patches

with the unburned rots of grasses, or charred fragments of the stems of small shrubs, which

showed plainly the level down to which nothing but the green growing moss, abrubs and

graéses hlvi been deatroyed, and at which the true excavation had been commenced, and in

no case where measurementa were made, as given lu my returns, wa there any difficulty in

sacertaining the correct dimensions of thie wark as executed. In some cases it was impos.

sible for me to ascertain heyond doubt the correct quantity of excavation, though the

embankments were measui able 'and were measured, and in other cases neither embankment

nor excavation coul 1 be mesurel ; -but.in both such cases, which, in the aggregate, had a

iegth of only about two miles out of the eighty o! tie length of the whole contract, I

adopted the quantities returned by the engineer in charge.

" There is only one embankmient of large size the cntents of which was ascertained by

measuring the embankment icself. The measuremi3nt was effected by means of crose sections
from she original firm surface on oa aide of the embanurment, to the same surface on the
other aide; and the amount of compresibility of the material in the embankment, which
was almst entirely sandy lam and boulders, was carefully ascertained by direct experiment.

" In every case in which there was a possibility that the digging of ditches might have

caused a subsidence in its immediate neighbourhood, cross-sections were taken to the

extent of 100 yards or more on each side of the railway, but, except in the cases mentioned

above, where I adopted the engineer's quantities, and one other case (that of an off-take drain

of considerable extent) there was no appreciable change of surface which could have caused

the apparent excavation to be anything less than the real. In all such places, excepting

those just mentioned, the sides of the ditches were plumb and firm, and the bottoms were also

sa firm that a man could walk on them without sinking more than through the few inches of
mud and water lying on them. There was therefore no evidence whatever of any bulging of
the aides or blowing up of the bottoms. In the case of the off-take above mentioned the sides

of the excavation were plumb and very firm - the bottom also was generally firm, in many
many places very firm-but in some places it appeared as if a firm stratum had been cut
through into a comparatively fluid mass underneath. Long cross-sections were taken at
'several points, showing that at the time of the off-take there was a depression of about two
and a-half feet.' As the stuff which was taken out of this off-take was deposited in heaps
alongside the ditch, I selected a portion of the ditch, about 200 feet long, and measured care-
fully the excavation and the stuff taken from it and deposited alongside. The deposited
stuff was in low, flat heaps ; it had not been subjected te any compression or te any shrinking
agency except the draining out of water and the drying by the air. The volume of the
deposited stuff was very much lesa than the volume of excavation, and I am fully of opinion
that no more stuff was excavated than what the present size of the excavation shows; alse I
am of the opinion, from examining the ditch and the surrounding ground, that there is in this
place a surface layer of comparatively solid peat four or five feet thick; that underneath this
there is semi-fluid peat, and that as the excavation proceeded water and semi-fluid peat
were drained away but not excavated, and that thereby the surface layer sank down, making
the depression of between two and three feet that I have mentioned.

" In connection with the excavation of this ditch, I may me'tion here that in several
places short poles, about three inches in diimeter, are laid across the bottom and stuck by



their ends into the two sides. These are said to be for the purpose of keeping the botton
from blowing up. But inasmuch as they are laid in many places where there is no sign of a
tendency to such blowing up, in fact in places where the bottom may be called solid; as they

are laid fifteen to eighteen inches apart, and consequently could not possibly be of any
influence to prevent the bottom frorm blowing up bad it been so inclined ; and as even if the
bottom had blown up, the emptied stuff, semi-liquid1 in itself, would simply have been washed

away by the stream through the ditch and donc no harm to anything,-I have not allowed

anything for them, as they are utterly valueless forthe purpose pretended, and in fact are

only a make-believe.
" Also in connection with this ditch, the clearing donc is nearly 100 feet wide, ninetenths

of which is ostensibly for the purpose of providing clear ground on which to deposit the stuff

from the ditch. But as the ditch is only 81 feet wide and 4. feet deep (and the waste heap'

have a less cubie content), a clearing of nearly 90 feet wide gives an extremely and uselessly
large area of spread ground. In fact the trees were snall and stinted and very thinly scat-
tered over the swamp, and all the wasted stuff could have been, without the least difficulty,
deposited amohg them without cutting a single tree, except what was growing on the exact
site of the ditch. The ditch and clearing are about a mile long.

" From some notes which I saw in the books of the engineers in charge atout mos, from

my having seen on the works a certain use to which mass was frequently applied, and from a
conversation which I bad with one of the assistant engineers, Mr. Wicksteed, I believe t'he

chief cause of the difference between my quantities and the quantities of the engineers in

charge is owing to the engineers having measured all the green living moss on top of pea as

if it were solid earth, instead of, as it very often was, (according t3 Mr. Wicksteed, unless I

completely misunderstood him), a frozen mass of snow water and moss, cut with an axe and

generally throm n into the embankment. Mr. Wicksteed at first objected to this Pystem, but

he afterwards complied with tte rule that had baen adopted on other sub-sections. In my
measurement, I made no allowance for the moss growing on the solid peat, except in a few
places where the depth of the moss was so great, that a considerable Do:tio a might be said ta be
partly converted int: peat, though by no means of the same consistence as peaê, and in those
places I made what I intended to be, an i believe t be, a very full measurement as if of all
solid peat.

'-In the lat paragroph, I have said that fron a certain use to which I ha I seen mosa fre-

quently applied, I had come to the opinion that the engineers had measured mois, as solid
peat. The circumstances are as follows: -Notwithatanding that for a great portion of the
contract the ics lying on the firm peat had, at the time of my measurement, been consumed
by fire, there were very may cases when it was evident that the firét sods of moss or çeat had
been laid carefully along the aides of the ditches, an I so dressed that they appeared to be in
their natur il position. This gave to the ditches an apparent depth considerably greater than
the true, and I believe this false depth was in very many cases, if not almost in all,
undetected by the engineers. I have been told that it was detected by some of the
engineers, and that former measurements were corrected accordingly. But I belitve from the
appearances presented at the time of my measurement, that many cases were never detected
by the engineers. la one case that came under my own observation, the falsification was so
skilfully done, by what I may call " underpinning," that it ivas not detected by any of my
party until an accident brought it to light to mysel, and after this several cases of the same
kind were discovered on other part3 of the line.
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"But besides the difference in the total quantity of work executed according to my

measurement, and according to that of the engineers, I make a very serious difference in

the value of the work done, owing to what I consider a very wrong interpretation of the

specification relative to loose rock and sollid rock in boulders. In my report on my measure-

ment, I alluded to this difference under the word " classifiertion." As far as I have s-en the

evidence tuken before the Commission, I do not see that any one bas taken this point up,
and I consider this a very sprious mati er, sa it involves the payment of about $30,000.

" The specificat'on for loose rock seems to me very distinct, explicit'and easily undErstood.

It says that rock in situ, that is rock in the place in which nature formed it, which bas been

so breken up by the action of the weather or the convulsions of nature, but still lying in its

original place, relh tive'y to its inme liate suroundings is- to be called loose rock, and besides

that, all boulders of a size between 14 and 40 cubic feet, taken out of excavations are to be

classified as loeoe rock, while a 1 boulders of over 40 cubie feet are to be classified as solid

rock, and all under 14 cubie feet are to be classified as ordinary earth. There seems to me to

have been so veiy little true loose rock in silu, that I could not say there were more than a
very few yards altogether, and coniequently I clacsificd all rock in sila a solid, and all the
toise rock %uich I give in my return is madeup of boulders alone.

" It was evident to me, in examiaing the works, that during the progness of excavation
such boillers as could not be readily loaded like ordinary clay or gravel into the carts or
waggons, were dioped down into the bottom of the cutting, and when the cutting was

rpquired to be cleared out they were loaded on "lstone boats," hauled out, and dumped

in the mest convenient places, generally on the sides of the adjacent embank-

ments within the first 300 o• 600 feet of length. In this position they were

easily examined and their gross cubie contents ascertsiued. If I noticed in these
rboulders that a large proportion were, or had been before being broken up, of a much legs

-cubic content than 14 cubic feet, I assumed that ne boulders of a greater size than 14 cubie
feet had been buried in the embankments, and I made my estimate accordingly. In many

cases I adopted another plan of estinating when such plan appeared to be more suitable. i

supposed the cutting from which the boulders had been taken to be divided longitudinally
into slices of six feet thick. I estimated by careful inspection of every large boulder appear-

ing in the two slopes of the cutting, down to much less than 14 cubic feet, the gross cubie
content of all such boulders, and I assumed that so much occurred in each longitudinal slice
of six feet thick; and I made niy estimate accordingly. Sornetimes I used both methods of
estimating and adopted the more liberal result.

"I t does not appear from the books of the engineers in charge that the boulders in cut-

tings were', Cver actually measured, even to test the correctness of the principle on which the

engineers' estimates were made. A certain percentage was assumed, in fact guessed at, in

each case. One of the assistant engineers, Mr. Middleton, told me of one case where he had

estimated the quantity of loose rock in boulders as 25 per cent. of the whole cutting. lis

superior, Mr. Mc[Lennan, instructed him te change his estiniate fron 25 per cent. to 35 per

cent., and then the district engineer, now dead, instructed Mr. Middleton to retain the estimnate

of 25 per cent., though, in his opinion, it should have been only 20 per cent. This cutting is a

short distance westwards from a very higli viaduct, about four miles froi the east end of the

contract. My estimate is very much less than the lowest above given. This is one of at least two

cuttins where it may be seen by Mr. Middleton's books, that besides paying for 25 per cent.
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of rock in boulders supposed to be taken from the cuttings and deposited in embankments,
there is a charge in the form of a large amount of additional rock excavation, for hauling out
these self-same boulders in the final clearing up of the cutting. The second cutting where a
similar charge will be seen is a few miles further west, at a heavy embankment over the
Oskondago River.

"in both these cases the quantity of boulders actually hauled out, (and most likely this
was the true total quantity of loose and solid rock boulders), could very easily have been
ascertained, and in both these cases the hauling out was twice paid for ; but the second pay-
ment was under the guise of an increased quantity of work in rock cutting which was never
<lone.

"At a ballast pit, about ten miles west of Savanne Station, there is a cutting, the quantity
of which I do not exlctly reinember, but it is about 15,000 cubic yards, of which the engineers
say 40 per cent. was loose rock. The material is a coarse, loose, clayey gravel, and there is not
in the slopes of the cutting or of the embankinent made up fron it a single indication, that there
can have been more than a very few cubic yards of boulders, such as should be classed as
either ]ose or solid rock. The usual rule of lcaving the heavy boulders for the last is hero
missing, except in the case of a very few which still lie at the side of the cutting, and which I
took account of in my estimate. It is impossible for me to believe that 6,000 cubic yards of
such boulders cati have been so disposed in that hill, as that so lit tle sign of their having ever
been there is visible now, or that they can have been so disposed in the aljoiningembankment,
as that they should be completly hidden by smaler stuff.

" I have stated above that the difference betveen me and engineers in charge relative to
the classification of loose rock in bouhleis, is due to what I consider a very wiong interpreta-
tion of the specification on that point. The specification says that rock in situ that can be
taken out by a pick without blasting is to be loose rock. But from a conversation which I had
with Mr. 31iddleton, in which I asked hiim ta explain his reason for having retained such a
large amount of loose rock in boulder3 on one of his sections where I was then working, it
appeared to me that the specification was rather perverted to mean that stuff of a stony
nature which had to be excavated or broken up by a pick should be classified as loose rock,
as he endeavoured to prove that the specification would bear such a construction.

" But besides the line outtings there are numerous portions of ditches, even bog ditches,
frorm which the engineers say by their books that a very large quantity amounting to tens of
thousands of yards of boulders, classified .as looie rock, were taken and deposited in the em.-
bankments, or elsewhere out of the ditches. In these cases also there was no measurement
of the boulders, though the true quantity co ild have been easily ascertained--the same sys
tem of a percentage varying from 5 per cent. to 25 per cent. of the whole contents of that
portion of the ditch i'i which they lay having Leen carried out. These boulders were deposited
by icebergq, or some other natural agent, in a comparatively uniform layer on a kind of quick.
sand or silt under peat, and lay sometimes cl nost closely together, and sometimes considerab y
geparat ed one froa another, but wer3 alw àys capable of actual measurement. Au there is
scarcely any wheie the slight2st tr ace of any houlder from such ditches of a size so great-as
even one cubic foot hiving beea.eposited in embankments; and as in very many cases there
is no appearance of the boulders now lying in the ditches having ever been moved since they
were deposited there by nature, and as in general, if not universally, boulders of a size much
smaller than fourteen cubic feet and down to less than balf a cubic foot are still lying in the
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ditohes evidently undisturbed ; where the engineers have returned 'loose rock ' boulders to

the extent of 10, 15 or 20 per cent. of the full size of that part of the ditch, it is impossible for

me to believe that any boulders of a size approaching to nearly fourteen cubic feet, are hidden

in the Embankment (as one of the engineers gave it in bis evidence, when he said it was im-

prsible for him to know what was in the embankment),'and.tbat the little oues are left Lehind

in the ditch where they can still be seen. This system of paying for loose rock in bog ditches

where the boulders still lie undisturbed wis carried out not simply in a few isolated caies, but

plmost ail over four-fifths of the length of the contract.

" There is stili another case in which too large an amount of loose rock in boulders has

been allowed by the engineers. Some po: tions of embankment, where enough ordinary earth

or peat was not readily obtainable, were made up of boulders gathered in the immediate

vicinity, and the amount was calculated by means of the cross-sections for the completed em-

bankment. One of these portions I remember particularly weil. A very large area of ground

was covered with boulders, and there was within an easy distance much more than enough of
boulders less than fourteen cubic feet to make the required embankment, and as the boulders
used were undoubtedly carried on hand-barrows (one of wlich was lying at the slope of the
embankment at the time of my measurernent) which was the only practicable means of carry-

ing ther, it is not likely that the workmen searched for atones of a ton weight (thirteen cubio
feet) and left smaller ones lying convenient to the work. But I bad occasion to cut into the

embankment at several places within four hundred feet long, and fom the examination then

made I do not believe there were any •loose rock ' boulders put into the em'bankment. But

the cutting into this embankment laid bare the fact that though the quantity of Ioe rock

returned by the engineers in charge waa for the embankment completed to its full croSs-sec-

tion, the boul lers forme i nerely a core in the middile just big enough to suppo)rt the sleepers

and track, the rest of the cross section feing filled up with ballast. I had better illustate

this by a sketch:

BIAIB
" The po-tion 'A' is ail tbat was made of boulders, the portions 'B B' were

made up of ballast. 'the full size of the embankment 'A' and ' B B' was estimated by the
engineers as made up of l1oe rock and paid for as such, while the portions 'B B' being made
of ballast, .'which was paid for according to the measurement of the quantity that was taken
out of the pit', without reference to where it was deposited, were thus doubly paid for, firat as
loose rock at 90 ets. per cubie yard,"and second as ballast at about 30 ots. per cubic yard.
This portion of emtankment is near the second diversion of the Oskondaga River.

"In several cases the engineers have allowed a large quantity both of icose and solid
rock for boulder3 lying partly abive the general surface of the ground. To ascertain sa

nearly as possible the true quantity to be allo-ved in each of such cases I measured, individ-
ually, all the boulders above the general surface of a large area of the adjoining ground, and
I made my estinate accordingly, arriving at a quantity vastly lest than that allowed by the

engneers.
l There are two kinds of work called by" the name of rip-rap-ne, rip rap proper for

protecting the slopes of embankments from the acolbn of water; and the other, the material



used to fillstone drains (trenches filled with atones). As far as the quantity of the latter
class is concerned,I havé nothing of importance to say, but inasmuch as the specification says
that when any material taken from a cutting is used and paid for in a higher class of work
its value in the cutting is to be deducted ; as I believe that all the atones used in these atone
drains were un loubtedly taken out of the cuttings and paid for as rip-rap in the drains ; and
as there is not in the bcoks of the engineers an instance of the value of the atones in the
cuttings 1eing deducted ; I believe a very large deduction should be made on this account
from the estimates of the engineers ; but I did not feel that I could positively affirm that the
atones, or what part of them had been taken out cf the cutting=, and therefore I did not
make the deduction.

"In the other kind of rip rap - namely, that for the protection of embankments fromn

water-I believe I deducted all that the engineers had returned, as the work was prac-
tically worthless, and as there was not in any case more than th-% alightest attempt at building
up the stone3, which were merely dumped over the aides of embankments in the same way
as in numerous cases boulders and solid rock from cuttings were dumped over as waste. In

one short piece about 100 feet long, the atones which were taken from an adjoining rock
cutting seemed to have been laid with some care, but in reality they are part of the embank-
ment within the regular dimensions ; and they are now covered with ballast put over them so
as Io make the top of the embankment of the proper width, and th3 ballast, which l ssnd,
runs out into the water, fron which rip-rap was supposed to protect the embankment. la an-
other place not far from that just mentioned, a piece of so-called rip-rap is returned by the

engineer in charge of that sectio2 as having been built twice because it had been washed
down and rebuilt, but when 1 saw it it was merely a lcoSely-built plumb wall, built about
under the ends of the aleepers, barely sufficient to retain the innerfilling of the embankment
and support the road. After my inspection of it and before my leaving the work it was
covered over with sand ballast and atumps wbich, as in the lat mentioned case, ran out un-
protected into the waters of Hay Lake.

"In very many cases, petty perhaps in detail but of considerable importancein the aggre-
gate, and clearly indicating the system pursued on the confract, the contractors were paid by
a suppositions quantity of rock or earthwork for work done of a totally different nature-

such, for instance, as that already given where a certain number of cubic yards of rock were

allowed by the engineers for hauling out the boulders froin cuttings, the removal of which
1 oulders having been already allowed for in their measurement in excavation; theI "fighting
of fires " paid for òy a number of yards of earthwork, the fires having been caused by sparks
from the contractors' engines and men, the contractors by their contract teing solely respon
sible for such damage; the paying by a certain quantity of rock excavation for the building
up, with atones from a neighboring Lrock cutting, of the burned ends of a wooden culvertp
burned, undoubtedly, through the agency cf the contractors' workmen ; the paying by a certain
quantity of rock excavation for the removal of large blocks of rock from a ditch into which
they had been thrown by the blasting in a neighboring rock cutting, which blockp, however, it.
was plain to be seen were never removed, but a small trench, in fact, was cul to lt the water
of the ditch pasa them-even if the blocks had been removed the contractor aould have
removed them at his own cost.

" My instructions were to measure the work doue, so as to test the accuracy of the engi-
neers' returns; but in doing tbis I could not avoil taking notice of great extravagance in the
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&mount of work done; and I think it right to call the attention of the Commission to what I

have to Ray.
" The contract required the contractors to haul all stuif in the line-cuttings as far as it

was required in the embankmenta, to an ultimate length of 1,200 feet, without any charge for

extra haul; but the haul seldom or Lever was allowed to reach half the ultimate length
before the contractors began to waste the stuff out of the cuttings, and to borrow other stuff

to make up for the deficiency caused by the waste. As a rule, nearly al1 the boulders in clay

outtings and all the rock in rock-cuttings were wated-that is, they were generally dumped

out on the sides of the embankments, frequently outaide of the specified width of embank-

ments ; but sometimes they were scattered over a wide area of the adjoining lands. One

cutting of 7,000 cubic yards, at HlaY Lake, could have ail been put into the adjoining embank-

ments without the haul exceeding 600 feet, and it could all have been put into one of the
embankments, and still the haul would not have reached the limit of 1,200 feet; but the
stuff in the cutting was all wasted, and other stuff waa borrowed to take ita proper place.

"of off-take drains there are very many which, in my opinion, are utterly uncalled for
Off-take drains are not necessary, except when a great accumulation of water in the ditches
would be injurious to the works. Vast numbers of these off-takes are in places such as flat.,
boggy ground, where no such accumulation'could occur; yet in such flat, boggy ground (flat as
ahown by the length to which it was necessary to make the off-takes to obtain a few feet of
fall,) off-take drains are made of lengths up to nearly a mile for the purpose of lowering the

water in the railway ditches a foot or eighteen inchqs.

" In one place, at the deepest part of a little clay cut ting, thore is a lArge off-take drain

made on each side of the railway, where a small culvert would have rendered the cost of one

unnecessary.
" In several cases the deepest part of a rock cutting is selected as the proper place for

cutting tbrough the slopes of rock and making an expensive off-take, when aIl the water that

can possibly pass through it, could be conveyed down the water-tables in the sides of the
rock-cutting for a very amall fraction of the expense incurred.

" In one case, where it is iwpossible that any but a very small quantity of water can ever
pass through a stone drain built tiere, an excavation was made 80 feet long, 15 feet wide and

54 feet deep, and double measurement was allowed for the excavation on the plea that water
had to be contended with in the excavation-and this excavation was filled up with large and
small boulders from an adjoining gravelly cutting, which boulders were paid for as rip-rap ;
ail which excavation and rip-rap were unnecessary as the embankment there is made of such
material as would alloow all the water that can ever be there to readily pass through it without
the slightest injury to anything ; and the weight of the enbankment on a soft bed was sufficient
to make enough of depressoa without any exc:wvation. This drain cost, as well as I remember
the prices, very nearly $1,000, an unnecessary expenditure.

"In another place a borrow pit, 500 or 600 feet long, wes made on the high aide of the
railway. The bottom of the pit could, for a few dollars, have teen easily drained, Fo that any

accurlation of water in the pit would have been perfectly harmless to everything; but no

less than three stone drains (the atones paid for at $3.50 per cubic yard) have been built

under the embankuent, and short off-takes made from themi; and, besides, there is a catch.

water drain about 800 or 1,0.0 feet long, made round the borrow-pit so as to prevent ail

water from getting into it. One end of this catchi-water drain leads into the ditch of the adjoin-

ing embankment, while the other end is made through about 100 feet of solid rock, and then
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acrosa the railway by a box culvert built in solid rock, for the excavation of which double

measurement was allowed, because, as said, of water having to be removed during the ex-

cavation ; with regard to this rermoval of water, the engineers and contractors must have

selected a very wet time for the excava ion, for at the time of my measurement, then (June)

there was little more than a trace of water in the culvert and approaches to it.

" In another plan where extensive borrow-pits of peat have been made, and a great deal

of the rock from a rock cutting )as been wasted on the aides of the peat embankment,
whereby the embankment is made about twelve feet wider than wbat the specification

requires, a atone drain bas been built, through which water from the borrow-pits flow and

spreads out over the swamp on the other side of the railway ; a second culvert has been built

about 100 yards off, draining the same borrow-pits, but there is a long off-take fron it begin.

ring in a cutting of slippery clay, eight or ten feet deep at the deepest, and about thirty or

forty feet wide at the top, and carried down many hundred feet in length. The fact of the

first mentioned culvert doing the same work, carrying the water across the rai'way, and then

letting it spread out through the bush without any possible injury to anything, shows that at

lesst the expensive and troublesome oif take at the second culvert is unnecessary.

"In another place a long, deep ditch bas been made alongside the track, and several

thousand cubic yards of easily excavated coarse sand taken fron it and wasted. This ditch

is said to have been made for the purpose of drawing off the ivater from a lighter portion of

the same ditch. It can be plainly seen that the natural cause for this drainage is in the

,opposite direction fiom that adopted, and that by an expenditure of not more than two

dollars the ordinary railway ditch would have been made to carry the required drainage by

its natural course, more effectually than this large ditch, which cost over $1,000.

"In addition to these cases of unnecessary extravagant expenditure, I may mention the

tunnel-though any one may see by the profile there was a uselees waste of money there.

For this tunnel there was no price in the contract, but it was paid for by private arrangement

at $9 per cubic yard, amounting to about $70,000 altogether. The price for solid rock cutting

is given in the contract at $1.50 per cubie yard ; and the cost of an open cutting, instead of

the tunnel would have been about $35,000 or $40,000, so that there was there an expenditure

of at least $30,000 that could have been saved to the country.

"I made no estimate of the work which I class as unnecessary and extravagant, but I am

inclined to believe that it, including the tunnel, has amounted to between $80,000 and

$100,000, besides the $245,000, which I say is a correct estimate of the excess, due to the

engineers' measurements and classification over what is rigbt and just.

"I am sorry I have rot kept a copy of any of my memoranda, which, as written in the

field, are deposited in the Department of Railways and Canals. The cases mentioned are

only a few that I can now quote from memory. There are bundreds given in my memoranda,

but these will no doubt be sufficient to show the system pursued on this contract, and though

I cannot now locate the cases, I feel sure the engineers in charge will have no difficulty in

locating thein from my description. I am sorry also that the circumatances which I have

mentioned at the beginning prevent my giving my evidence in the usual way, when the

matters referred to could be tborougbly examined, but I trust the Commissioners will accept

my evidence in the only way in which I can now give it, and accept it a% a true and unbiassed

stat0ent, as it i" I have the honour to be, Sir, .

" Your obedient servant,

uTo N. F. DAviN, Epq., Secretary, " LEONARD G. BELL
" Canadian Pacifie Railway Commission, Ottawa."
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EXHIBITS.
The exhibits put in during the examination of witnesses, up te No. 324, are sufficiently

described in the evidence, and all not hereinafter more particularly account ed for, have been
returned te the Department of Railways and Canals.

Those which have been sent te the Department of the Secretary of State have S placed
over"against them in the'right-hand column; that an exhibit has been returned to the witners
who put it in, is indicated by the letter R.

No. of
Exhibit.

85. Copy of agreement between Whitehead, Sifton & Ward................... S.
86. Rowan te Carre, June 22nd, 1877...........................................
87. "" 30th, e ............................................... . S.

88. " August 8th, 1876.............................................. S.
89. " July 31st, 1878......... ,....................S.
90. Carre to Fleming, Nov. 9th, 1874..........................., ............ ........
91. Carre's statement of quantities................................... ................ S
92. Rowan te Carre, July 22nd, 1878........... .................. S.
93. Whitehead to Hon. D. McDonald (mortgage)................................. R.
94. Statement of advances made by Hon. D. McDonald ............... 1R.
95. " account between Hon. D. McDonald and J. Whitehead... R.
96. Smith te Whitehead, Sept. 20th, 1880...................................,....... R.
97. Articles of agreement, J. Whitehead and Fraser & Grant.................. R.
99. Letters of Nixon te Molloy (claim)........................................... ... S.

102. Moberly's Private Peport te Fleming............................................ S.
103. Advertisement WeeklyMail, Nixon's Purveyorship ......................... S.
110. The Free Press, Dec. 19th, 1878................................................... S.
114. Carre te Fleming....................................................... ........ ..... S.
115. il Rowan......................................................... ........ . S

136. Whitehead's release te Mackintosh................................................ S.
137. Letter of Whitehead te Mackintosh as te sums paid........................ S.
218. Tender B, Contract 42....................................... S.
221. Memorandum of agreement, Andrews, Jones & Co. and Morse........ S.
222. Telegram, Jones te McDougall.................................................... S.
226. Agreement, Morse te Close.......................................................... S.
227. " Morse & Co. and P. G. Close....................................... S.
228. Telegram, Fleming te Waddle......................................................
229. Waddle to Hon. A. Mackenzie..................................................... S.
230. Flem ing te W addle................................................................... S.
231. Agreement between Waddle and Perry..................................... S.
232. Glass te W addle, telegrani.........................................,.........-----. S.
243. Copy of agreement between Manning & Shields and P. G. Close......... S.
286. Telegram, J. N. Smith te J. D. Morse..........................R.
287. di . di ...... ................................... . R.

288. " Morse & Co. te J. N. Smith........................................ R.
2S9. J. D. Morse te A. J. Thompson.............. ................ R.
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ALPHABETICAL LIST OF WITNESSE3 EXAMINEI).

Alloway, W. F.

Bain, John F.

Bannatyne, A. G. B.

Birrell, James.

Boultbee, Alfred.

Bowie, Alexander.
Bown, Walter R.
Braun, Frederick.
Brown, George.

Brown, P. J.
Burpé, T. R.

Caddy, John S.
Campbell, George.

Campbell, H. M.
Carre, Henry.
Chapleau, S. E. St. O.

Clark, Albert H.
Close, P. G.
Conklin, Elias G.
Conners, John L.
Cooper, James.
Currie, D. S.

Davidson, Joseph.
Drope, T.
Drummond, Henry M.

Fairman, Frederick.

.Fellowes, G. R. L.

Fleming, Sandford.

Forrest, H. F.
Fraser, James H-.
Fuller, Richard.

Goodwin, James.

Haggart, John.
Hespeler, William.
Horetzky, Charles.

Jarvis, Edward W.

Jennings, Wm. T.

Ksvanagb, Joseph.
Kavanagb, Timotby.

Kelly, Patrick.
Kirkpatrick, Wm. W.

Litle, Wm. B.
Luxton, Wm. F.

Lynskey, Thos. J.

Macdonald, A. P.
Mackenzie, Hon. A.
Mackenzie, Chas.
Mackintoah, C. IL

Manning, Alexander.
Marpole, Richard.
McCormick, Andrew.
MoEwen, Alex.
McDonald, John J

Mcllvaine, Samuel.

McLennan, Roderick.
McNicol, Edmund.
McRae, Wm.
MoTavisb, George L
McQueen, A.
Mills, D. O.
Moberly, Walter.
Moleswozth, Arthur N.
Molloy, John.
Morse, J. D.
Mulhollnd, John II.
Murdoch, Wm.

Nicholson, Frank.
Nixon, Thomas.
Nolin, Augustin.

O'Donnel, Hugh.
O'Loughlin, Mactoy.

Parr, John.

Pepe, lon. J. I.
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Reynolds, Thomas. Strang, Andrew.
Rowan, James H. Stronach, John.
Ruf tan, Henry N. Sutherland, Hugh.
Ryan, James. Sutherland, James.
Ryan, John. Sutherland, Peter.
Ryan, Hugh. Sutton, R. T.

Sobreiber, Collingwood. Thirtkell, John.
Schultz Jonhn. ,,
Shieldu, John.
Sifton, John W.
Smellie, W. B.
Smith, Col. W. O.
Smith, J. W.
Smith, Marcus.
St. Jean, Dr.

Stephenson, Rufus.

hifompson, M. M.
Trudeau, Toussaint.
Tupper, Sir Charles.
Tuttle, Charles R.

Waddle, John.
Whitehead, Charles.
Whitehead, Joseph.
Wilson, G. M.

The evidence of the above witnesses was given under oath, and reported at the timne in
shorthand by either Mr. A. Holland, or Mr. G. C. Iolland, both sworn reporters.
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