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ORDER OF REFERENCE

House or ComMoNs,
Fripay, February 12, 1932.

Ordered,—That the said Committee be empowered to examine and inquire
into all such matters and things as may be referred to them by the House; and
to report from time to time their observations and opinions thereon, with power
50 send for persons, papers and records.

Attest

ARTHUR BEAUCHESNE,
Clerk of the House.

House or CoMmMONS,

Tuespay, February 23, 1932.

Resolved,—That Standing Order 63 of the House of Commons relating to
the appointment of the Select Standing Committees of the House, be amended by
adding to the Select Standing Committees of the House for the present session a
Select Standing Committee on Railways and Shipping owned, operated and con-
trolled by the Government, to which will be referred the accounts and the esti-
mates of the Canadian National Railways and the Canadian Government Mer-
chant Marine for the present session, for consideration and report to the House.

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

Attest.
ARTHUR BEAUCHESNE,

Clerk of the House.

Tugespay, March 1, 1932.

Ordered,—That the following Bill be referred to the said Committee:—

Bill No. 21, An Act respecting the Canadian National Railways and to
authorize additional provision of moneys to meet expenditures made and
indebtedness incurred during the calendar year 1931.

Attest.
ARTHUR BEAUCHESNE,
Clerk of the House.

Taurspay, March 3, 1932.

Ordered,—That the said Committee be given leave to print 500 copies of
proceedings and evidence which may be taken, from day to day, and that
Standing Order 64 be suspended in relation thereto.

Attest. :
ARTHUR BEAUCHESNE,

Clerk of the House.
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Monpay, March 14, 1932.

Ordered,—That the Supplementary Estimates, 1931-32; Canadian National
Steamships and Maritime Freight Rates Act, be referred to the said Committee.
Attest
ARTHUR BEAUCHESNE,
Clerk of the House.

Fripay, April 1, 1932.

Ordered,—That the following Bill be referred to the said Committee:—
Bill No. 34, An Act respecting the Canadian National Railways and to
authorize the provision of moneys to meet expenditures made and indebtedness
incurred during the calendar year 1932.
Attest
ARTHUR BEAUCHESNE,
Clerk of the House.

TugspAy, April 26, 1932.
Ordered,—That the said Committee be given permission to sit while the
House is sitting,
Attest.
ARTHUR BEAUCHESNE,
Clerk of the House.

Tuespay, April 26, 1932.
Ordered—That the Estimates tabled Friday, 22nd April, 1932, being
Resolutions Nos. 314, 315, 316 and 317, be referred to the said Committee.

Attest.
ARTHUR BEAUCHESNE,

Clerk of the House.

REPORTS TO THE HOUSE
FIRST REPORT

TraursDAY, March 3, 1932.

_ Your Committee have considered Bill No. 21, An Act respecting the Cana-
dian National Railways and to authorize additional provision of moneys to meet
expenditures made and indebtedness incurred during the calendar year 1931,
and have agreed to report the said Bill without amendment.

All of which is respectfully submitted.

R. B. HANSON,
Chairman.
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SECOND REPORT

TaurspAY, March 3, 1932.

It is recommended that 500 copies of proceedings and evidence which may
be taken by your Committee be printed, from day to day, and that Standing
Order 64 be suspended in relation thereto.

All of which is respectfully submitted.
R. B. HANSON,

Chairman.

THIRD REPORT

THURSDAY, April 7, 1932.

Your Committee have considered Estimates Votes Nos. 312 and 313, being
Supplementary Estimates, 1931-32, Canadian National Steamships and Mari-
time Freight Rates Act, $2,242,474.83, and have agreed to recommend the same
to the House.

All of which is respectfully submitted.

R. B. HANSON,
Chairman.

FOURTH REPORT
Tuespay, April 26, 1932.

Your Committee have considered Bill No. 34, An Act respecting the
Canadian National Railways and to authorize the provision of moneys to meet
expenditures made and indebtedness incurred during the calendar year 1932,
and have agreed to report the said Bill without amendment.

All of which is respectfully submitted.
R. B. HANSON,

Chairman.

FIFTH REPORT
Tumspay, April 26, 1932.

Your Committee requests permission to sit while the House is sitting.

All of which is respectfully submitted.
R. B. HANSON,

Chairman.

SIXTH REPORT
THURsDAY, April 28, 1932.

Complying with an Order of the House, dated April 26, your Committee have
considered Items Nos. 314, 315, 316 and 317 (Canadian National Steamships
and Maritime Freight Rates Act) of the Estimates for the current fiscal year.

Your Committee approve of the said Items Nos. 314, 315, 316 and 317 and
recommend them to the House.

All of which is respectfully submitted.
R. B. HANSON,
Chairman.
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SEVENTH AND FINAL REPORT
Fripay, May 20, 1932.

Your Committee to whom was referred for consideration and report the
accounts and the estimates of the Canadian National Railways, the Canadian
Government Merchant Marine, the Canadian National (West Indies), Steam-
ships, Limited, and the various bills presented to Parliament relating to the
operations of the Railways and Shipping owned and controlled by the Govern-
ment, held 18 public meetings, in the course of which they examined many
witnesses, including three Directors and the necessary executive officers of the
Company including the President.

1. Bill No. 21.

Your Committee had under consideration Bill No. 21 “An Act respecting
the Canadian National Railways and to authorize additional provision of
moneys to meet expenditures made and indebtedness incurred during the calendar
year 1931.”

The object of this Bill was to authorize the Canadian National Railways
to issue additional securities to the extent of $11,372,498.86, for the purpose
for the year 1931 of financing where the amounts available from net operating
income and investments were insufficient.

In other words the Canadian National Railways Financing Act, 1931,
which authorized the issue of securities to the principal sum of $68,500,000 the
estimated requirements for 1931, was insufficient for the purposes of the Rail-
way to the extent abovementioned, and this Bill became necessary by reason
of the ascertained income deficit arising from the operations of the Railways,
and full explanation of this Bill was given in the House of Commons by the

Minister of Railways and your Committee reported the same without amend-
ment.

2. Bill No. 3.

~ Your Committee also had under consideration Bill No. 34 “An Act respect-
ing the Canadian National Railways and to authorize the provision of moneys
11%31;1?;313 expenditures made and indebtedness incurred during the calendar year

The object of this Bill was to authorize the Canadian National Railways to
issue securities to the extent of $61,500,000 for the purpose during the year 1932
of financing where amounts available from net operating income or investments
may be insufficient. This sum is made up of the followings:—

(a) Net income deficits, including profit and loss, but not
including interest on Dominion Government advances,
notyexceeding. s ail. [rpa o s bueby saragasts sErvenes 0P 42,784,610, 13
(b) Equipment principal payments, sinking funds, miscel-
laneous maturing or matured notes and other obliga-
tions secured or unsecured, not exceeding.. .. .. .. .. 11,681,651 87
(¢) Construction and betterments, including coordinations;
acquisition of real or personal property, and working
capitalsohiexcecding nassiize § 74 . - sl Grpianne L 7,033,738 00

ol s, b1 i - brupe slasas, b Blaosie ot LTI

The detailed statement of the financial requirements and estimated capital
expenditures for the year ending December 31, 1932, was placed before your
Committee, amounting to the said sum of $61,500,000, and while the Manage-
ment of the system last year expressed their intention of reducing operating
expenses and have put into effect economies which they affirm will approximate
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$28,000,000 in the years 1931 and 1932, yet the difference between estimated
operating revenue and estimated operating expenses for the current year falls far
short of meeting the interest on the funded debt in the hands of the public,
which, without regard to any interest due to the Government, this year amounts
to the sum of $56,849,244.65, an increase in 12 months of $1,634,267.18. Refer-
ence to the annual Report of the Company shows that the net additional capital
expenditure for the period of 9 years from January 1, 1923, to December 31,
1931, amounts to the sum of $419,669,620.64 which has imposed an additional
annual interest burden of $20,936,821 for the same period and accounts for
approximately 374 per cent in the increase of the annual interest charges due
to the public. There is also $1,357,650 due the Government for interest on
unfunded debt.

In the light of the aforegoing it is difficult for your Committee to appreciate,
from a business standpoint, the wisdom of some of the capital expenditures
made and included in the total increase above referred to. Doubtless had the
present world depression not so adversely affected the system or continued
for such a great length of time, better results from these capital expenditures
would have accrued to the system. In view, therefore, of the results of the
past two or three years, your Committee strongly recommend that until there
is marked improvement in the earnings of the system, capital expenditures
should be limited strictly to the barest necessities, always consistent with
efficiency.

Your Committee had under consideration also the Annual Report for the
year ending December 31st, 1931, and have agreed to report the same.

3. Operating Expenditures.

The operating expenditures for the year 1932, exclusive of Eastern lines,
are estimated at $139,304,000 while the operating revenues for the same period
are estimated at $157,248,000.

The operating revenues for the year 1931 amounted to the sum of
$177,273,738, or approximately $20,000,000 more than the estimate for 1932.

In view of the rapid decline of the operating revenues, your Committee
are impelled to recommend that the most stringent economy be exercised by
the management in all the controllable operating expenditures, and in this
regard your Committee recommend that with respect to executive officers and
other salaried officials of the Railway, a thorough revision of salaries down-
ward be made. In the report of your Committee for the year 1931, a specific
recommendation to that effect was passed and in response thereto the report
from the sub-committee of the Board of Directors, directed to the Honourable
the Minister of Railways and Canals, dated the 16th February, 1932, was sub-
mitted to your Committee. This report announced that on July 31st, 1931, a
horizontal cut of 10 per cent, affecting all officials and officers in receipt of
salaries of $4,000 and over, became effective, and has resulted in an annual
saving of $545,652, affecting in all 828 officials and officers. This means that
the annual cost of the said 828 officials theretofore amounted to approximately
$5,456,200. The sub-committee of the Board of Directors were of opinion that
specific rather than further horizontal reductions in salaries should be made,
and stated that an examination of the salaries exceeding $5,000 was under way,
having in view additional economies. No subsequent report has been received,
but your Committee concur that specific rather than a further horizontal
reduction in salaries should be made, and in this connection desire to point
out that in a statement submitted and produced to the Committee, it would
appear that as of July 21st, 1931, there were 96 officials receiving $10,000 and
over and 37 officials receiving $15,000 or over. Your Committee are of opinion
that the salaries paid to the high officials are excessive and should immediately
be substantially reduced.
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Your Committee would further point out that there would seem to be a
multiplicity of officials and the number of higher paid officials should be sub-
stantially reduced, especially those acting in the capacity of Assistants to heads
of Departments. Your Committee therefore recommend that the sub-committee
of the Board of Directors set up to deal with this matter be instructed to put
into effect immediately the principles underlying this recommendation.

Included in the activities of the sub-committee of the Board dealing with
the salaries of the Executive Heads and other officials, was the subject matter
of the remuneration received by the President. Under the terms of his contract
of engagement dated September 23, 1929, the President shall receive a fixed
annual salary of $75,000 per annum, without any extra fees or remuneration of
any description. It has come to the attention of your Committee that the
President is still in receipt of an additional $5,000 fee from the Ontario Car
Company and the special annual allowance for expenses not to be specifically
accounted for approved by the Board of Directors on November 18, 1929, amount-
ing to $15,000, and your Committee recommend that the matter of the receipt
of said fee of $5,000 shall be again considered by the Board of Directors with a
view to its possible cancellation. With respect to the special allowance of
$15,000 your Committee recommend that the payment of the same be reviewed
by the Board of Directors as being inconsistent with the terms of his contract
of engagement.

Following the recommendation of your Committee of last year, made on
the suggestion of the President, a Royal Commission on Transportation has
been set up by the Government and is now functioning. This Commission has
not yet finished its labour or reported its findings. Your Committee are not
desirous of anticipating the findings of the Commission but your Committee
are of the opinion that the Report of the Commission which it is anticipated
will be brought down shortly should be studied with the greatest care, not only
by the Government itself, the systems of Railways concerned, but by the Cana-
dian people generally, so that the views of the Commission may be thoroughly

understood, and if deemed advisable given effect to at the next Session of Parlia-
ment.

4. Maritime Freight Rates Act and Eastern Lines.

Your Committee have also had under consideration Item No. 317 in the
estimates providing for the payment to the Canadian National Railway Com-
pany as required by the Maritime Freight Rates Act of the deficit incurred dur-
ing the period under review on Eastern lines. The amount of the estimated
deficit is $6,217,400, and in addition the sum of $1,750,000 representing the
estimated amount by which the revenues of the lines will be lessened during the
year by the reduction of rates applicable to Eastern lines by the application of
the Maritime Freight Rates Act. In view of the legislation existing your Com-
mittee are of opinion that the amounts asked for are necessary and proper to
give effect to the letter and spirit of the Maritime Freight Rates Act, and in the
operation of the Eastern Lines. Your Committee are, however, of the opinion
that the two items above referred to, the deficit in operation of the Eastern
!mes, and the amount required to reimburse the National Railways for reductions
in tolls under the application of the Maritime Freight Rates Act should not be
included in the same estimate, and should be severed and shewn separately, even
if legislation to effect that end is necessary, and respectfully recommend that
appropriate action in the premises be taken so as to provide that the amount
required to provide for the payment of the deficit in operation on the Eastern
lines be entirely severed from the amount required to be paid in reduction of
tolls under the application of the Maritime Freight Rates Act.
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Your Committee have also had under consideration Item No. 316 being the
amount required under the Maritime Freight Rates Act to provide for payment
from time to time during the fiscal year 1932-33 of the difference, estimated by
the Board of Railway Commissioners and certified by the said Board to the
Minister of Railways and Canals, as and when required by him occurring on
account of the application of the Maritime Freight Rates Act between the tariff
tolls and the normal tolls, referred to in Section 9 of the said Act, on all traffic
moved during 1932 by the independent Railway Companies mentioned therein,
and your Committee are of opinion that this amount is necessary to implement
the provisions of the Act in that regard and should be granted by Parliament.

5. Canadian Government Merchant Marine.

Your Committee have had under consideration Item No. 314 in the estimates,
relating to loan to the Canadian Government Merchant Marine, Limited, to be
applied in payment in deficits in operations of the Company and of the vessels
under the Company’s control during the year ending December 31, 1932, amount-
ing in all to $440,000, a decrease of $148,500 over the previous year.

Your Committee have also considered the balance sheet of the Company
and are of the opinion that the said sum of $440,000 is required for the purpose
of the Company and should be granted by Parliament. Your Committee reiter-
ates their view and believe that the time has come when the Government should,
if possible, abandon the policy of operating a Government Merchant Marine,
and if possible arrange for the sale or lease of the fleet, and where practicable,
and not contrary to Imperial or Inter-Dominion relations, make arrangements
with other shipping companies so that the Trade of Canada may be protected.

6. Canadian National (West Indies) Service.

Your Committee have had under consideration Item No. 315 in the estimates,
relating to the loans to the Canadian National (West Indies) Steamships,
Limited, to be applied in payment of deficits in operations of the Company and
of the vessels under the Company’s control, during the year ending December
31, 1932, and interest requirements, which amounts to $820,000 as compared with
$755,000 for the year 1931.

The year ending December 31, 1930, resulted in an operating loss of
$523,136.98, while the operating loss for 1931 was $446,568.53, which is slightly
above the amount of the subsidy previously paid to an independent Company .
by the Government for a much inferior service. Your Committee are in agree-
ment with the principle that this Steamship service is a matter of treaty obliga-
tion and should be continued, but your Committee are of opinion that the utmost
vigilance should be exercised by officials directing and in charge of this Steamship
line so that, if possible, the cost of operation to the Dominion should be reduced
to a minimum, consistent with efficiency, and at the earliest possible moment
turned into an operating profit. The service performed by this line on both
routes is an excellent one and should be constantly brought to the attention of
the Canadian people whenever and wherever possible with a view to their patron-
izing the service.

With respect to the traffic originating in the British West Indies, served by
the ships your Committee are of opinion that every effort should be made to
induce the residents and commercial interests in such Colonies to patronize
the service thus made possible for them at so great an expense by the Canadian
people, to the fullest possible extent.
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7. Expense Accounts of Officials.

Your Committee have had under consideration the question of expense
accounts of executive and other officers of the Company. After fully consider-
ing the matter, your Committee desire to record their belief that there should
be a much stricter supervision of all expense accounts, and before payment
they should be supported by vouchers and that other necessary evidence of
payment, should be presented to a properly constituted Committee of Directors
set up for the purpose of examining and passing on same and that payment
of all such expense accounts, whether submitted by the President, executive
heads or all other officials should be strictly limited to business purposes and
that with respect to Company entertainment accounts, only those authorized
by the same separate and controlling body should be approved. Last year
vour Committee made a strong recommendation in reference to this matter
and reiterate what was then said, especially in relation to such matters as
Club dues, entertainments and donations. A system of control similar to that
in vogue in the best regulated industrial houses, finance and other institutions
is required, and your Committee earnestly recommend that the Board of
Directors forthwith put in effect such effective control as is necessary in the
premises. The subject-matter is one that cannot be effectively dealt with by a
Parliamentary Committee but the principle involved is an important one, and
in the opinion of your Committee the best qualified body to deal with the matter
is the Board of Directors.

These recommendations should apply specifically to all officers of the
Company irrespective of their rank or station.

8. Audit.

Acco?ding to the evidence submitted to your Committee on a previous
occasion it has been shewn that the Government employs a reputable firm of
Chartered Accountants to make a running audit of the railway operations.
The auditors sign the Annual Report and give a certificate attached to the
Consolidated Balance Sheet in which they state:—

We have examined the books and records of the Companies com-
prising the Canadian National Railway System for the twelve months
ended the 31st December, 1931. The investments in Road and Equipment
appearing in the books of the Companies as at the 1st January, 1923,
were accepted by us.

We certify that, in our opinion, the above Consolidated Balance
Sheet, is properly drawn up so as to exhibit a true and correct view of
the affairs of the System as at the 31st December, 1931, and we further
certify that, in our opinion, the relative Income and Profit and Loss
ltc%ognts for the year ended the 31st December, 1931, are correctly
stated.

Your Committee are of opinion that the audit now in effect is not sufficient
and should go much further, and the auditors should be empowered to go into
every phase of the System’s operations with power to call attention to any
matter calling for comment in their judgment similar in principle to the powers
vested in the Auditor General of Canada.

9. Financial Control.

Heretofore there has been control of the capital expenditures of the Com-
pany but down to a comparatively recent date the expenditures on operation
were vested entirely in the executive heads of Departments, and were subject
only to the review of the President. No such power should be vested in any one
man or small group of men under the same control. In no sense can such a
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system be deemed to be effective, and in the opinion of your Committee, this
position should be remedied forthwith, ;
On the 2nd June, 1931, a Special By-Law No. 18 was enacted by the
Board of Directors establishing a Finance Committee under the authority of
the Statute relating to the Company, which By-Law was duly ratified by
Order in Council No. P.C. 1398, passed on the 17th June, 1931. There was
already Governmental control of capital expenditures under the Statute. By-
Law No. 18 provides for the setting up of a Committee of the Board of Directors
to be known as a “ Finance Committee” to consist of three members of the
Board, namely, the President of the Company who was to be the Chairman of
the Committee, the Director holding the position of Deputy Minister of Rail-
ways and Canals, and the Director holding the position of Vice-President in
charge of the legal affairs of the Company. The By-Law further provides that
such Finance Committee shall, notwithstanding anything in any other By-Law
to the contrary, have supervision and control over all matters relating to the
capital expenditures of the Company, and particularly in respect to the pro-
vision of the moneys therefor and the allocation of such moneys. The By-Law
as enacted and confirmed is silent with respect to expenditures for operation
and maintenance and in the opinion of your Committee the scope of the By-Law
should be immediately enlarged by appropriate action on the part of the Board
so as to provide that two additional members of the Board shall also be
members of the Finance Committee and that all expenditures for materials
and/or supplies, or expenditures of any other character, save and except pay-
rolls, amounting in value to say $25,000 or over, should first be passed upon
by the Finance Committee and subsequently ratified by the Board or the
Executive Committee. Your Committee are of the opinion that such a pro-
vision would have a healthful and beneficial effect not only on the volume of
purchases, especially as unanimity on the part of the entire committee is
necessary under the terms of the By-Law, but also the manner and character
of purchases, and your Committee earnestly recommend that immediate steps
be tgken by the Board to give effect to the principles underlying this recom-
mendation.

10. The President’s Residence.

Your Committee had under consideration the fact that on the eighth of
August, 1930, pursuant to a Resolution of the Board of Directors passed on
September 23, 1929, the rseidence No. 1415 Pine avenue, Montreal, was leased
by the Railway Company for a period of ten years, as a residence for the
President at an annual cost closely approximating $20,000.

Having regard to all the evidence adduced and having special regard to the
President’s contract of engagement, dated September 23, 1929, as ratified and
confirmed by his contract with the Government dated October 25, 1929, whereby
the President agreed to serve as President and Chairman of the Company includ-
ing the various constituent and subsidiary Companies comprising the system,
and for the full and entire services to be performed from time to time for the
fixed annual salary of $75,000, without any extra fees or remuneration of any
description, and in addition, but subject to the by-laws, rules and regulations
applicable, all reasonable out-of-pocket expenses incurred in connection with the
duties of his office or offices, your Committee are of opinion that the leasing of
the residence appears to your Committee to be in contravention of the Contract
of Engagement and even if legal was unwise and should not have been authorized.

The whole transaction in the opinion of your Committee was a successful
attempt by the Board of Directors to do indirectly what could not be done
directly by expenditure on capital account, namely, to procure a residence for
the President free of rent, taxes and repairs, and your Committee consider that
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the action of the Board of Directors in this regard indicates that while they
may not have exceeded their legal powers they did not exercise that degree of
prudence, care and judgment requisite in the premises.

Your Committee recommend that the whole transaction be reviewed and
investigated by the Directors, with a view to ascertaining its legality, and if
possible obtaining its recision.

11. Off-Line Offices in the United States.

In recent years a large number of Off-Line passenger and freight offices have
been established in leading cities of the United States, with a view to obtaining
traffic for both branches of the service.

Data received with respect to the expenses of and gross receipts from all
such offices shows that results have been fairly satisfactory with respect to
freight traffic but with respect to passenger traffic the results achieved so far
have not been commensurate with the cost.

Your Committee investigated with some care the situation with respect to
the New York passenger office now located at 673 Fifth avenue. The initial
cost of acquiring these premises and of alterations amounted to the sum of
$429,223.05, and the annual cost of operation including the rental of the premises
505 Fifth avenue, formerly occupied as passenger offices and which are still
under lease and at present unoccupied, is now $252,902. The gross amount of
passenger traffic sold in 1931 was $502,353, including transportation sold on
other lines.

Your Committee recommend that the whole question of the New York and
other Off-Line passenger offices should be carefully reviewed by the Manage-
ment in conjunction with the Board of Directors.

Your Committee further recommend that careful consideration be given by
the Management and by the Board to the question of closing such of the offices,
both passenger and freight, as have not achieved satisfactory results, and also
of co-operating with other Railway systems by joint arrangement so as to effect
as much saving as possible.

12. Pensions.

A Memorandum respecting the various Pension schemes in effect was sub-
mitted to your Committee.

On December 31, 1931, there were 2,476 retired officials and employees on
the Pension list and the total Pensions paid for 1931 amounted to $1,248,000.83.

These Pension systems comprise:—

(1) The Intercolonial and Prince Edward Island Railway Employees Pro-
vident Fund, which is still in force.

(2) The Grand Trunk Railway of Canada Superannuation and Provident
Fund scheme, closed in 1907 and the presently subsisting Grand Trunk
scheme.

(3) The Canadian National Railway Pension scheme, set up in 1929, and
in force at the present time.

All of the above mentioned schemes have legislative sanction and authority,
ut inasmuch as in a return filed with your Committee it appears that during
the past five years numerous employees received Pensions in excess of what the
Pension schemes applicable to such employees call for your Committee are of
opinion that attention should be called to this apparent excess of jurisdiction.
Your Committee are of opinion that the whole situation respecting Pensions
should be reviewed, not with any view to reducing statutory Pensions but with
the view to putting the Pension Schemes on a sound economic basis, including,
if deemed desirable, the inclusion of the principle of contribution.
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Your Committee are of opinion that inasmuch as the Pension schemes now
in effect are statutory the payment of amounts in excess of the amounts called
for by such schemes are not justified in prineiple, and your Committee recom-
mend that the attention of the Board of Directors be called to this situation
with a view to taking such action in the premises as may be deemed desirable
and just, having regard to the fact that the principle of Pensions is an estab-
lished principle and crystallized into Legislation.

13. Your Committee realizing that the exercise of political patronage or
influence in the operation of this publicly-owned enterprise would do great
injury recommend continued vigilance on the part of all concerned, to avoid
the introduction of practices so detrimental to the public interest.

14. Your Committee recommend that the proceedings and evidence taken
be printed as an Appendix to the Journals of the House, and that 700 copies be
printed in Blue Book form, 500 in English and 200 in French.

15. Your Committee are glad to state that the report is unanimous.
A copy of the minutes of proceedings and evidence is tabled herewith.
All of which is respectfully submitted.

R. B. HANSON,
Chairman.



MINUTES OF PROCEEDINGS

THURsDAY, March 3, 1932.

The Select Standing Committee on Railways and Shipping met at10.30 a.m.

Members present: Messrs. Bell (St. Antoine), Bothwell, Cantley, Euler,
Gobeil, Hanson (York-Sunbury), Heaps, Kennedy (Peace River), McGibbon,
Manion, Munn, Rogers, Stewart (Lethbridge).

On motion of Mr. Cantley,—
Resolved,—That Mr. Hanson be Chairman of the Committee.
Mr. Hanson took the Chair,

On motion of Mr. Heaps,—

Resolved,—That the Committee recommend to the House that 500 copies
of proceedings and evidence which may be taken be printed, from day to day,
and that Standing Order 64 be suspended in relation thereto.

Bill No. 21, An Act respecting the Canadian National Railways and to
authorize additional provision of moneys to meet expenditures made and
indebtedness incurred during the calendar year 1931.

The Minister of Railways and Canals made a statement outlining the need
for the passage of the bill. Questions followed.

The preamble and the various sections having been agreed to, it was
Ordered,—That Bill No. 21 be reported without amendment,
On motion of Mr. Bothwell,—

" Resolved,—That the Committee adjourn until Thursday, March 10, at
a.m. '

THURSDAY, March 10, 1932.

The Select Standing Committee on Railways and Shipping owned, operated

and controlled by the Government met at 11 am. Mr. Hanson, the Chairman
presided. ’

Members present: Messrs. Bell (St. Antoine), Bothwell, Cantley, Duff,

Euler, Fiset .(Sir Eugene), Fraser (Cartboo), Gobeil, Hanson (York-Sunbury),
Heaps, McGibbon, Munn, Rogers.

Each member of the Committee was provided with a copy of a report, dated
February 16, 1932, addressed to The Honourable The Minister of Railways from
the' Executive Committee of the Board of Directors of the Canadian National
Railways. This report was made by the said executive committee in response
to a recommendation contained in the Third and Final Report of the 1931

Select Standing Committee on Railways and Shipping owned, operated and
controlled by the Government.
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On motion of Mr. Euler,—

Resolved—That, at the next meeting, the Committee will consider the
report of the Executive Committee of the Board of Directors, and that Messrs.
Boys and Smart, two members of the said executive committee, be invited to
be present.

It was the opinion of the Committee that Sir Henry Thornton and
Messrs. Hungerford, McLaren and S. W. Fairweather should be invited to
attend the next meeting.

The Committee adjourned until Wednesday, March 16, at 11 a.m.

TrURSDAY, April 7, 1932.

The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government, adjourned from March 10, met at 11 a.m.
Mr. Hanson, the Chairman, presided.

Members present: Messrs. Beaubien, Cantley, Duff, Euler, Fraser (Cari-
boo), Gobeil, Gray, Hanson (York-Sunbury), Heaps, McGibbon, MacMillan
(Saskatoon), Manion, Munn, Rogers, Stewart (Lethbridge).

Supplementary Estimates, 1931-32, Canadian National Steamships and
Maritime Freight Rates Act (Items Nos. 312 and 313, totalling $2,242474.83),
were considered.

On motion of Mr. McGibbon,—

Resolved,—That the Committee recommend the above Supplementary
Estimates, Items Nos. 312 and 313, to the House.

The Committee proceeded to consider a report, dated February 16, 1932,
of the Executive Committee of the Board of Directors of the Canadian National
Railways, addressed to the Minister of Railways. This report was made in reply
to the Third and Final Report of the Railways and Shipping Committee of
last session.

Mr. W. A. Boys, K.C., Director, Canadian National Railways, was called
and heard.

Sir Henry Thornton, K.B.E., President of the Canadian National Rail-
ways, was called .and heard.

Mr. S. W. Fairweather, Director, Bureau of Economics, Canadian National
Railways, was called and heard.

Mr. Lucien Moraud, K.C., Director, Canadian National Railways, was
called and heard.

The Committee adjourned until Tuesday, April 12, at 11 a.m.

TurspAy, April 12, 1932.

The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government met at 11 a.m. Mr. Hanson (York-Sunbury),
the Chairman, presided.

Members present: Messrs. Beaubien, Bell (St. Antoine), Bothwell, Duff,
Fiset (Sir Eugene), Fraser (Cariboo), Gobeil, Hanson (York-Sunbury), Heaps,
Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), Munn, Power,
Rogers, Stewart (Lethbridge).
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Mr. Heaps asked Mr. 8. W. Fairweather, Director, Bureau of Economics,
Canadian National Railways, to try to provide, at the next meeting of the Com-
mittee, a statement showing the number of men employed by the Canadian
National Railways during the last five years and the amount paid in wages
during that period.

Mr. MacMillan asked Mr. S. J. Hungerford, Vice President, Operation and
Construction Department, Canadian National Railways, to supply information
respecting employment of men in 1930 and 1931 on the reconstruction of cars,
engines, etc., indicating what portion of their wages was charged to capital
account and operating account.

Hon. Mr. Rogers asked to be provided with the number of American citi-
zens employed at Winnipeg. {

On motion of Mr. McGibbon,—

Resolved,—That a sub-committee composed of three persons, present mem-
bers of the Railways and Shipping Committee, shall be appointed by the
Chairman of the said committee to investigate the expense account of officials,
particularly for the year 1931; that the auditors of the company be instructed
to assist them and to make such segregation and analysis of said accounts and
vouchers as the sub-committee shall direct; and that a report shall be made
at such date as said sub-committee shall direct; and further that said auditors
be instructed to furnish such clerical assistance as shall place them in a posi-
tion to report as aforesaid.

In pursuance of the foregoing resolution, the Chairman appointed Messrs.
MecGibbon, MacMillan and Euler as a sub-committee.

The Committee proceeded to the consideration of the 1931 Annual Report
of the Canadian National Railway System, and of the Analysis of 1931 Opera-
tions as compared with 1930.

On motion of Mr. Stewart,—

Resolved,—That the Management of the Canadian National Railways be
requested to submit to this Committee, as soon as possible, a copy of any reso-
lution passed by the Board of Directors in relation to the Montreal house trans-
action and any other information that is of a written character, together with
a memorandum covering the whole transaction.

On motion of Mr. MacMillan,—

Resolved,—That the Canadian National Railways furnish this Commit-
tee with a statement showing the number of “ Form D-45" tickets they have
issued in the last three years, and the amount of money that would be involved
had the regular rates applied to the issue of such tickets.

Mr. Munn asked to be supplied with a statement showing the number of
ties purchased during the past year, the number delivered, and the price paid.

Mr. Beaubien requested information respecting improvements made at the
Chateau Laurier, Ottawa.

The Committee adjourned, to meet at the call of the Chair.

Tuespay, April 19, 1932.

The Select Standing Committee on Railways and Shipping owned, oper-
ated and controlled by the Government met at 11 a.m. Mr. Hanson, the Chair-
man, presided.

Members present: Messrs. Beaubien, Bothwell, Cantley, Chaplin, Duff,
Euler, Fiset (Sir Eugene), Fraser (Cariboo), Gobeil, Gray, Hanson (York-Sun-
bury), Heaps, Kennedy (Peace River), McGibbon, MacMillan (Saskatoon),
Manion, Munn, Rogers, Stewart (Lethbridge).
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The Committee resumed consideration of the Annual Report of the Cana-
dian National Railway System for 1931.

Discussion took place respecting motor truck competition.

Sir Henry Thornton, K.B.E., President, Canadian National Railways; Mr.
S. W. Fairweather, Director, Bureau of Economies, Canadian National Railways;
and Mr. J. B. McLaren, Comptroller, Finance Department, Canadian National
Railways, took part in the discussion.

The Committee adjourned, to meet at the call of the Chair.

Tuespay, April 26, 1932.

The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government met at 11 a.m.; Mr. Hanson (York-Sunbury),
the Chairman, presided. ; :

Members present: Messrs, Beaubien, Bell (St. Antoine), Cantley, Chaplin,
Duff, Euler, Fiset (Sir Eugéne), Gobeil, Hanson (York-Sunbury), Heaps,
Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), Manion, Munn,
Power, Rogers, Stewart (Lethbridge).

Bill No. 34, An Act respecting the Canadian National Railways and to
authorize the provision of moneys to meet expenditures made and indebtedness
incurred during the calendar year 1932, was considered and agreed to.

Ordered—To report Bill No. 34 without amendment.

On motion of Mr. Cantley,—
Resolved,—That the Committee request permission to sit while the House
is sitting.

On a question of privilege, Mr. Cantley stated that he had been misreported |
on April 19 (page 66 of the printed Minutes of Evidence). The statement |

attributed to him, viz.: “Following that the railways made an applicatipn for
an increase in freight rates” should have read: “Following that the railways
made an application for an increase in express rates.”

Copies were distributed to the members present of a statement in booklet
form “Memorandum re Pension Schemes.”

On motion of Mr. McGibbon,—

Ordered,—That Mr. G. Henri Seguin, % Decary, Barlow and Joron, Notaries,

132 St. James Street West, Montreal, be summoned to attend for examination
on Tuesday, May 3, at 11 a.m.

Mr. MacMillan submitted a list of questions respecting the New York
offices of the Canadian National Railways and the hotel at Kingston, Jamaica.

Mr. McGibbon asked to be supplied with information respecting medical
services.

Mr. MacMillan requested information concerning the Canadian National
Magazine. ;

Mr. Munn inquired regarding tie contracts. The Chairman ruled that .

these contracts were placed in connection with unemployment relief and did

not come within the scope of the Order of Reference of this Committee. Mr. |

Power appealed from the Chairman’s ruling. A standing vote was taken and
the Chairman’s ruling was sustained, Yeas 8, Nays 7.
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Mr. MacMillan submitted a list of questions respecting superannuation.

Mr. MacMillan asked that a statement be provided indicating directors”
expenditures and fees from 1928 to date.

The Committee resumed consideration of the 1931 Annual Report of the
Canadian National Railway System.

The Committee adjourned until to-morrow at 11 a.m.

WepNESDAY, April 27, 1932.

The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government met at 11 am. Mr. Hanson (York-Sunbury),
the Chairman, presided.

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

_ Sir Henry Thornton read and filed a statement made in response to a Reso-
lution of the Committee, dated April 12, 1932, viz:—

Resolved,—That the Management of the Canadian National Railways be
requested to submit to this Committee, as soon as possible, a copy of any reso-
lution passed by the Board of Directors in relation to the Montreal house trans-
action and any other information that is of a written character, together with a
memorandum covering the whole transaction.

Sir Henry Thornton’s statement was discussed.

Ordered,—That the Agreement, dated 23rd September, 1929, between The
Canadian National Railway Company and Major-General Sir Henry Worth
Thornton, KB.E., and the Agreement, dated 25th October, 1929, between His
Ma3e§ty the King and Major-General Sir Henry Thornton, K.B.E., be incorpor-
ated in the proceedings. These two agreements form an appendix to this day’s
minutes of evidence.

% 1(\i/Ir. W. A. Boys, Director of the Canadian National Railways, was ques-
loned.

Sir Henry Thornton was heard respecting the Vancouver hotel.
The Committee adjourned until to-morrow at 11 a.m.

TrURsSDAY, April 28, 1932.

The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government met at 11 a.m. Mr. Hanson (York-Sun-
bury), the Chairman, presided.

Members present: Messieurs Beaubien, Bell (St Antoine), Bothwell, Cantley,
Duff, Euler, Fraser (Cariboo), Geary, Gobeil, Hanson (York-Sunbury), Heaps,
Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), Manion, Munn,
Power, Rogers, Stewart (Lethbridge,).

The Committee considered Items Nos. 314, 315, 316 and 317 of the Esti-
mates for the current fiscal year (Canadian National Steamships and Maritime
Freight Rates Act, $10,128,000). The Committee approved of these items with

thigﬁ‘eservation that opportunity be afforded to discuss them in the House.
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Ordered —To report recommending the items.

Written answers were supplied to questions previously asked; viz:—

1. Mr. Heaps—April 12—Number of men employed and wages paid dur-
ing last five years.

2. Mr. MacMillan—April 12—Wages paid 1930 and 1931, and accounts to
which these wages were charged.

3. Mr. MacMillan—April 26—Canadian National Railway Magazine.

4. Mr. MacMillan—April 26—Superannuation.

Hon. Mr. Manion asked for a statement showing the publicity costs for
1929, 1930 and 1931.

Mr. MacMillan asked for a statement showing expenses during 1929, 1930
and 1931, of the officials particularly charged with the work of publicity. Sir
Henry Thornton and Mr. S. W. Fairweather commented on publicity.

The Chairman asked for a statement respecting the Archibald Contract,
a copy of the contract, the expenditure incurred, the cost of the company’s
own architects and engineers, and all commissions and emoluments in con-
nection with the Montreal Terminals, also a statement showing all expenses
and fees incurred in connection with any other work ‘in which Mr, Archibald
had a hand.”

Mr. Kennedy asked for a statement showing legal expenses for the last
three years (a) paid to whole-time lawyers of the company (b) paid to those
outside of the company.

Mr. McGibbon asked for a statement showing commissions paid in respect
of purchases of properties in connection with the Montreal Terminals.

Mr. MacMillan asked for a statement indicating the occasions during the

last five years when directors have increased pensions. Sir Henry Thornton

was heard on the subject of superannuation.

Mr. Cantley asked for a statement showing operating expenses of all hotels
in 1930 and 1931, also total cost of Nova Scotian Hotel, Halifax, as at Decem-
ber 31, 1931.

Mr. McGibbon wants to know the cost of all hotels.
The Committee adjourned at 1 p.m. until 4 p.m. this day.

AFTERNOON SITTING

At 4 p.m. the following members were present: The Chairman (Mr. Han-
son) and Messieurs Cantley, Fiset (Sir Eugene), Fraser, MacMillan, Munn,
Power.

A quorum not being present, the Chairman announced that the Committee |

would meet on Tuesday, May 3, at 11 a.m.

TuEspAy, May 3, 1932.

The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government met at 11 a.m. Mr. Hanson (York-Sunbury),

the Chairman, presided.

Members present: Messrs. Beaubien, Bell (St. Antoine), Cantley, Chaplin,
Duff, Geary, Gobeil, Gray, Hanson (York-Sunbury), Heaps, Kennedy (Peace

River), McGibbon, MacMillan (Saskatoon), Manion, Munn, Powers, Rogers, |

Stewart, (Lethbridge).

J
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The Chairman, on behalf of a member of the House of Commons, submitted
a list of eight questions respecting (a) revenue (b) expenditure (¢) grain tonnage
(d) grain and storage elevators (e¢) foreign legislation to protect transportation
companies.

Mr. G. Henri Séguin, Notary, Montreal Que., present in answer to summons,
was called, sworn and examined respecting the house in Montreal purchased for
occupation by Sir Henry Thornton.

On motion of Mr. Power,—

Ordered,—That Mr. Decary be summoned to testify respecting the Mont-
real house transaction.

On motion of Hon. Mr. Chaplin,—

Ordered—That an official of the Montreal Trust Company be summoned
to testify respecting the Montreal house transaction, the Chairman to determine
which official shall be summoned.

; Sir Henry Thornton was questioned regarding the Montreal house transac-
lon.

On motion of Hon. Mr. Chaplin,—

Ordered,—That Hon. C. A. Dunning be summoned to testify respecting the
Montreal house transaction.

Hon. Mr. Chaplin asked for a statement showing the expense account of Mr.
J. Gill Gardner for the last two vears he was connected with the company.

An answer was supplied to a question asked by Hon. Mr. Manion at a
previous meeting respecting purchases made from 1923 to 1931.

Mr. Vaughan was heard respecting purchases with special reference to ties.
Mr. S. W. Fairweather was heard concerning ties.

Mr. Stewart asked what officers used private cars during the latter half of
1930 and their destinations.

Mr. Stewart asked for the expense accounts of R. W. Deacon and L. V.
Hummel for the latter half of 1930, also the salaries, fees and expenses paid by
the company or by any of its subsidiaries to G. A. Gaston from 1923 to date.

Hon. Mr. Chaplin asked what officials have automobiles at the expense of
the company.

Mr. Gray asked for a comparison of number of tons of freight moved in
19%}? compared with 1929, and number of passengers carried in 1925 compared
with 1929,

Mr. Beaubien asked what reduction in train mileage took place last fall in
Canadian National Railways and Canadian Pacific Railways.

Mr. Séguin was discharged from further attendance.
The Committee adjourned at 1 p.m. until 4 p.m.

AFTERNOON SITTING

The Committee resumed at 4 p.m. Mr. Hanson (York-Sunbury), the Chair-
man, presided.

Members present: Messrs. Beaubien, Bell (St. Antoine), Bothwell, Cantley,
Chaplin, Duff, Euler, Fiset (Sir Eugene), Fraser (Cariboo). Geary, Gobeil,
Gray, Hanson (York-Sunbury), Kennedy (Peace River), McGibbon, MacMillan
(Saskatoon), Manion, Munn, Power, Rogers, Stewart (Lethbridge).
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Answers were supplied to questions previously asked by:
1. Mr. Cantley, respecting expenses of hotels, and particularly the Nova
Scotia Hotel, Halifax.

2. Mr. Bell, respecting the Montreal Terminals.

3. Mr. Cantley, respecting profit accrued from foreign lines, also as regards

routing traffic via Maritime ports.

4. Mr. Kennedy, respecting legal expenses. Sir Henry Thornton was heard

regarding legal expenses.

5. Mr. Stewart, respecting house property in Montreal leased for officials of

the company.

6. Mr. MacMillan, regarding the Jamaica hotel. Mr. W. S. Fairweather was
heard respecting the Jamaica hotel.

Mr. Anderson, Law Branch, Department of Railways and Canals, Ottawa
spoke briefly regarding the Jamaica hotel.

Mr. McGibbon, on behalf of the sub-committee appointed on April 12,
referred to a visit made to the Montreal offices and produced a memorandum,
read into the record, requesting that information be supplied by officials of the
company in regard to certain expense accounts.

Mr. MacMillan, another member of the sub-committee, was also heard.
The Committee adjourned until to-morrow at 4 p.m.

‘WepNESDAY, May 4, 1932.

The Select Standing Committee on Railwavs and Shipping owned, operated
and controlled by the Government met at 4 p.m. Mr. Hanson (York-Sunbury),
the Chairman, presided.

Members present: Messrs. Beaubien, Bell (St. Antoine), Cantley, Chaplin,
Duff, Euler, Fiset (Sir Eugene), Fraser (Cariboo), Geary, Gobeil, Gray, Hanson
(York-Sunbury), Kennedy (Peace River), McGibbon, MacMillan (Saskatoon),
Manion, Munn, Power, Stewart (Lethbridge).

Hon. Charles A. Dunning, former Minister of Railways and Canals, was
called, examined and discharged.

Mr. Ernest R. Décary of Montreal, Que., former Director of the Canadian
National Railways, was called, sworn, examined and discharged.

Mr. Henry J. Knubley, manager, Montreal Trust Company, Montreal, Que., |
was called, sworn, examined and discharged.

The Committee adjourned until Tuesday, May 10, at 11 a.m.

Tuespay, May 10, 1932. |

L |

The Select Standing Committee on Railways and Shipping owned, operated |

and controlled by the Government met at 11 am. Mr. Hanson (York-Sunbury),
the Chairman, presided.

Members present: Messrs. Beaubien, Bell (iSt. Antoine), Bothwell, Cantley, :
Chaplin, Duff, Euler, Fraser (Cariboo), Gobeil, Gray, Hanson (York-Sunbury),
Heaps, Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), Manion,‘
Munn, Power, Rogers, Stewart (Lethbridge). !

:
|
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On motion of Hon. Mr. Chaplin,—

Ordered,—That the amount of $10 claimed by Mr. G. Henri Seguin of
Montreal for sending a copy of the deed of sale in connection with the Montreal
house purchase, requested by the Chairman on May 3rd and received on May
7th, be paid.

Mr. MecGibbon moved that the information asked for in the following
memorandum be presented to this Committee, viz:—

MonTrEAL, April 20, 1932.

Memorandum for Mr. J. B. McLaren, Comptroller, Canadian National
Railways

Confirming verbal request as a result of a partial examination ot
headquarters expense accounts, we would ask you to furnish the Sub-
Committee enquiring into the same with the following:—

(A) Copies of expense vouchers, and supporting statements showing
the itemized amounts, for the years 1930 and 1931 for the officials
enumerated below. The name of the official might be left off, so long as
the voucher is keyed to the letter designation placed opposite each name.
The receipts attached to the voucher need not be copied but where these
occur, the letter “V " might be shown opposite the corresponding item
to indicate that a voucher was filed to support the expenditure. In the
case of officials not required to submit receipts, a notation to such
effect might be made on the account.

A.—Col. Hiam, I—A. J. Hills,

B.—Dr. McCombe, J—R. B. Teakle,
C.—W. D. Robb, K.—P. M. Butler.
D.—G. A. Caston, X
E.—C. W. Johnston, Also, from other regions:—
F.—W. 8. Thompson, L—C. G. Bowker,
G.—G. H. Lash, M.—W. J. Barber,
H.—C. F. Goldthwaite, N.—C. J. Smith.

We also should like to receive a statement showing for the years
1930 and 1931 the amounts, not included in the expense accounts of
officials, expended for the operation of private and business cars while
in the service of such officers, including provisions drawn from stores.
The expenses of the President in this connection should be stated
separately.

It is desired also to have furnished copies of the monthly state-
ments of disbursements in the years 1930 and 1931 from the so-called
Hobbs & Shaw Trust Account, showing for each item of $25 or over the
destination and purpose of the payment, briefly stated. It may be that
you will have to refer this request to Mr. Hobbs in whose custody the
accounts appear to be.

It will be appreciated if the copies of vouchers for those at head-
quarters are furnished as soon as possible, following later with those
referred to from other regions.

(Sgd.) F. R. MacMiLLAN.
(Sgd.) Prrer McGIBBON.

In amendment to the foregoing, it was moved by Hon. Mr. Euler,—

Whereas with the limited time at their disposal, and after an investigation
of only a few hgurs, two members of a sub-committee, namely, Messrs. McGib-
bon and MacMillan, would not be able to obtain such complete information as
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will enable them to present a true picture of the situation which these gentle-
men have under review, involving ds it does the examination of disbursements
approximating $1,900,000 covering the travelling expenses of 3,500 persons dis-
tributed amongt 43,000 accounts;

Whereas the recognized custom of large corporations is to deal with matters
of administrative details, such as expense accounts, through duly constituted
boards or sub-committees thereof, who enjoy the confidence of the shareholders;

Whereas the Board of Directors and the management of the Canadian
National Railways are fully empowered, and can most effectively deal with
such matters;

Whereas a sub-committee of the executive of the Board of Directors of
the Canadian National Railways is at the present time inquiring into matters
similar to that to which the attention of Messrs. McGibbon and MacMillan
has been directed;

Whereas this Committee is of opinion that the isolation and presentation
to the public of the expense accounts of approximately ten or twelve officials
and their ex parte analysis will only serve to impair the morale of the Cana-
dian National organization, and prejudicially affect the efficiency of the Cana-
dian National Railways system itself.

Resolved that any report of Messrs. MeGibbon and MacMillan be sub-
mitted to the Executive Committee of the Board of Directors of the Canadian
National Railways for its information and such action as may be thought fit
and proper in the circumstances.

The question being put on the amendment by Hon. Mr. Euler, it was
negatived on a recorded vote, viz: Yeas: Messrs, Beaubien, Bothwell, Duff, |
Euler, Gray, Heaps, Munn, Power—8. Nays: Messrs. Cantley, Chaplin, Fraser, |
Gobeil, Kennedy, McGibbon, MacMillan, Rogers, Stewart—39.

The question being put on Mr. McGibbon’s motion, it was resolved in the
affirmative on the same recorded division, reversed.

Answers were supplied to questions asked at previous meetings of the Com-
mittee by Messrs. Gray, Bell, Beaubien, MacMillan and McGibbon.

The question of medical attention afforded to employees of the Canadian |
National Railways was discussed, and Dr. McCombe, Chief Medical Officer,
was heard thereon.

Answers were supplied to Hon. Mr. Manion respecting Publicity and Pub-
licity Costs.

Mr. MecGibbon asked to be supplied with a list of those taking part in
broadcasts and the salaries paid within the last few years.

Answers were supplied in response to questions by Mr. Bell respecting
Hudson Bay Railway.

On motion of Hon. Mr. Chaplin,—

Ordered —That a statement in gross of each of the expense sheets of the |
present directors of the Canadian National Railways for the period of the fiscal
year 1931 be supplied.

The Committee adjourned until 4 p.m.
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The Committee resumed at 4 p.m. Mr. Hanson (York-Sunbury), the Chair-
man, presided.

Members present: Messrs. Beaubien, Cantley, Chaplin, Duff, Euler, Fiset
(Sir Eugene), Fraser (Cariboo), Gobeil, Gray, Hanson (York-Sunbury), Heaps,
Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), Manion, Munn,
Power, Stewart (Lethbridge).

The Committee reviewed the booklet, “ Canadian National Railways—
Estimated Financial Requirements—1932.”

Sir Henry Thornton was heard respecting co-operation with the Canadian
Pacific Railway Company.

Mr. Burnap, Vice-President of Traffic, Canadian National Railways, spoke
briefly respecting Excursion Trains.

The Committee agreed to approve of the contents of the said ““Canadian
National Railways—Estimated Financial Requirements—1932,” subject to the
right to discuss later any subject pertinent thereto.

The Committee adjourned until to-morrow at 4 p.m.

WepNEspAY, May 11, 1932.

__ The Select Standing Committee on Railways and Shipping, in accordance
with notice given, met at 4 o’clock, p.m., Mr. Hanson, the Chairman, presiding.

Members of the Committee present: Messieurs Beaubien, Bell (St. Antoine),
Bothwell, Cantley, Chaplin, Duff, Euler, Fiset (Sir Eugéne), Fraser (Cariboo),
Geary, Gobeil, Gray, Hanson (York-Sunbury), Kennedy (Peace River), Me-
Glbbon,_MacMillan (Saskatoon), Manion, Munn, Power, Rogers and Stewart
(Lethbridge)—21.

Sir Henry Thornton stated that they were prepared to furnish answers to
a number of outstanding questions, as follows:—

_Question by Mr. Rogers: How many Americans employed in Canadian
National Railway shops at Winnipeg? Answer: Thirteen.

Question by Mr. Munn: Number of ties purchased during the past year,
the number delivered and the prices paid?
38 Answer: Contracted for 4,428,663 ; delivered, 4,019,965; price paid, $2,559,-
1.34.

Discussion followed.

On motion of Mr. Chaplin it was ordered: That a list of all the contracts
for railway ties during the years 1930 and 1931 be supplied to the Committee,
together with the names of the contractors supplying the ties.

1o M Fairweat'her read a statement containing detailed information respect-
Ing expenses of directors in connection with directors and executive committee
during 1931. (See evidence.)

Question by Mr. McGibbon: Respecting commissions paid in connection
with the acquisition of property for Montreal Terminal, “ Development,” Chap.
12, 1929. Statement read by Mr. Fairweather. (See evidence.)

Question: How many employees in Legal Department in 1929, 1930 and
1931, divided between lawyers and others. (See evidence.)

Questions, re New York Office Building. Long detailed statement read to
the ‘Comm_ltitee in connection with the acquisition of the property, and all
matters arising therefrom.



XXVi SELECT STANDING COMMITTEE

Considerable discussion followed respecting the matter under review. (See
evidence.)

Question by Mr. MacMillan, to be supplied: Rentals of offices in Boston,
Buffalo, Detroit, Pittsburgh, Philadelphia, Minneapolis, Los Angeles, Chicago
and Portland, earnings and costs.

Some discussion respecting London and Paris offices.

Discussion on passenger and freight business of the railways, excursion
and week-end cut rates, automobile and bus competition, etc.

It being six o’clock the Committee adjourned to meet again to-morrow,
Thursday, at 11 o’clock, a.m.

TraurspAy, May 12, 1932.

The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government met at 11 aim. Mr. Hanson (York-Sunbury),
the Chairman, presided.

Members present: Messrs. Beaubien, Bell (St. Antoine), Bothwell, Cantley,
Chaplin, Duff, Euler, Fiset (Sir Eugene), Fraser (Cariboo), Geary, Gobeil, Gray,
Hanson (York-Sunbury), Heaps, Kennedy (Peace Rwer), McGibbon, MacMil-
lan (Saskatoon), Manion, Munn, Power, Rogers, Stewart (Lethbridge).

Questions asked at previous sittings of the Committee were answered, viz:

1. Mr. MacMillan—Rentals for ireight and passenger offices in United
States.

2. Mr. McGibbon—Ratio between operating profit and interest on debt we
?}v_vsbto the public, 1923-1931. Incidental to the answer supplied to Mr. Me-

ibbon.

The Maritime Freight Rates Act was discussed, followed by discussion
respecting freight charges from points outside of the maritime zone.

Mr. Burnap, Vice President of Traffic, was heard respecting freight rates.

3. Mr. MacMillan—Money received by President Sir Henry Thornton in
lieu of rent. Sir Henry Thornton was heard in explanation.

4. Mr. Kennedy—Cost of passenger service and cost of freight service.

5. Mr. Stewart—Payments made to Mr. G. A. Gaston. Sir Henry Thorn-
ton outlined at considerable length the duties performed by Mr. Gaston. Hon.
Mr. Manion commented on Mr. Gaston.

6. Mr. Hanson—"“Archibald” contracts. Mr. 8. J. Hungerford, Vice
President of Operation and Construction, made a general statement and replied
to several questions.

7. Mr. Duff—Bonds issued respecting Sunnybrae-Guysboro branch lines
(Question asked in House). Mr. P. M. Anderson, Law Branch, Department of
Railways and Canals, was questioned.

Mr. Kennedy asked for information relative to a statement regarding
Revenue contained on page 3 of the “Analysis of 1931 Operations as Compared
with 1930”. Sir Henry Thornton and Mr. S. W. Fairweather, Director, Bureau
of Economics, replied.

Mr. Beaubien requested an early answer to a question previously asked by
him respecting repairs to the Chateau Laurier suite occupied by the Prime Min-
ister.

The Committee adjourned at 1 p.m. until 4 p.m. this day.




RAILWAYS AND SHIPPING xxVil

The Committee resumed at 4 pm. Mr. Hanson (York-Sunbury), the Chair-
man, presided.

Members present: Messrs. Beaubien, Bothwell, Cantley, Chaplin, Duff,
Euler, Fiset (Sir Eugene), Fraser (Cariboo), Gobeil, Gray, Hanson (York-Sun-
bury), Heaps, Kennedy (Peace River), McGibbon, MacMillan, (Saskatoon),
Manion, Munn, Power, Stewart (Lethbridge).

Questions asked at previous sittings were replied to viz:

1. Mr. McGibbon—List of those taking part in radio broadeasting and
salaries paid (replied to in part).

2. Mr. Duff—Steam coal shipments 1931. Discussion took place respecting
possible economies which could be effected by purchasing non-Canadian goods.
Sir Henry Thornton and Mr. Vaughan were heard.

3. Mr. MacMillan—Number of men employed in Colonization Department
in Europe.

The Chairman announced that he had tried to get the Prime Minister to
attend the Committee this afternoon in connection with Mr. Beaubien’s enquiry
respecting the Chateau Laurier suite. Pressing business, however, detained the
Prime Minister in the House of Commons.

The question of tie contracts was again discussed.

There were filed with the Committee expense accounts for 1930 of the
executive officers of the Canadian National Railways.

The Committee considered the Annual Report of the Canadian Government
Merchant Marine Limited and Canadian National (West Indies) Steamships
Limited for 1931. Mr. A. H. Allan, General Manager, was heard. On motion
of Mr. Duff, the Committee adopted the Report.

The Committee adjourned until to-morrow at 11 a.m.

Fripay, May 13, 1932.

The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government met at 11 am. Mr. Hanson (York-Sunbury),
the Chairman, presided.

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

.. An answer was supplied to Mr. Beaubien’s question, asked at a previous
31tt1ng, respecting the cost of alterations made in the Chateau Laurier suite
occupied by the Prime Minister.

The Rt. Hon. R. B. Bennett, Prime Minister, was heard with reference to
the subject matter of Mr. Beaubien’s question, and as regards the private rail-
way car provided for his use.

Sir Henry W. Thornton, President of the Canadian National Railways,
addressed the Committee regarding both matters.

Answers were supplied to questions previously asked, viz:—
1. Dr. Duff—Private railway car supplied for Rt. Hon. Mr. Bennett.

2. Hon. Mr. Manion—Private railway cars supplied for Rt. Hon. Mr. Mac-
kenzie King.
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3. Hon. Mr. Manion—Comparisons of freight rates, Maritimes and Ontario-
Quebec.

(This information is printed as Appendiz “A” to evidence taken |

this day.)

4. Hon. Mr. Chaplin—Placement of tie contracts for delivery in 1930.
(This information is printed as Appendiz “ B” to evidence taken
this day.)
Placement of tie contracts for delivery in 1931.
(This information is printed as Appendixz “C ” to evidence taken
this day.)
On motion of Mr. Duff—

Resolved,—That all reports before the Committee for consideration be now
passed.

The Committee adjourned until Tuesday, May 17, at 11 a.m.

Tuespay, May 17, 1932.

The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government met in camera at 11 a.m. Mr. Hanson
(York-Sunbury), the Chairman, presided.

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

The Committee commenced to review the evidence adduced.

At 12.15 p.m., by invitation of the Committee, Sir Henry W. Thornton,
K.B.E., President; Mr. S. J. Hungerford, Vice-President, of Operation and Con-
struction; Mr. D. C. Grant, Vice-President of Finance and Accounting, and
Mr. V. 1. Smart, Deputy Minister of Railways and Canals, attended and were
severally heard respecting the control of expenditure.

. At 1240 p.m., the above-named witnesses retired, and the Committee con-
tinued in camera,

The Committee adjourned at 1 p.m. until 4 p.m.

AFTERNOON SITTING

The Committee resumed in camera at 4 p.m. Mr. Hanson (York-Sunbury),
presided.

Members present: Messrs. Beaubien, Chaplin, Euler, Fraser (Cariboo),

Gray, Hanson ( Yo'rlc-Sunbury), Heaps, Kennedy (Peace River), MacMillan -

/Saskatoon), Manion, Munn, Power, Rogers, Stewarts (Lethbridge).
The Committee continued their review of the evidence adduced.

The Committee adjourned at 5.10 p.m., until to-morrow, May 18, at 4 p.m.
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WebpNEsDAY, May 18, 1932.

The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government met in camera at 4 p.m. Mr. Hanson (York-
Sunbury), the Chairman, presided.

Members present: Messieurs Beaubien, Bothwell, Chaplin, Duff, Euler,
Fraser (Cariboo), Geary, Gobeil, Gray, Hanson (York-Sunbury), Heaps, Ken-
nedy (Peace River), McGibbon, MacMillan (Saskatoon), Manion, Munn, Power,
Rogers, Stewart (Lethbridge).

The Chairman submitted and read a draft report as a suggested basis for
the Committee’s final report to the House.

The Committee considered the draft report.
The Commitee adjourned at 6 p.m., to meet at the call of the Chair.

THURSDAY, May 19, 1932.

The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government met in camera at 445 p.m. Mr. Hanson
(York-Sunbury), the Chairman, presided.

Members present: Messieurs Beaubien, Bell (St. Antoine), Bothwell, Chaplin,
Duff, Euler, Fraser (Cariboo), Geary, Gray, Hanson (York-Sunbury), Heaps,
Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), Manion, Munn,
Power, Rogers, Stewart (Lethbridge).

The Committee resumed consideration of the draft report.
The Committee adjourned at 6 p.m. until 8 p.m.

The Committee resumed at 8 p.m. Mr. Hanson (York-Sunbury), the Chair-
man, presided. :

Members present: Messieurs Beaubien, Bothwell, Chaplin, Duff, Euler,
Geary, Gray, Hanson (York-Sunbury), Heaps, Kennedy (Peace River), Mec-
Gibbon, MacMillan (Saskatoon), Munn, Power, Stewart (Lethbridge).

The Committee concluded consideration of the draft report.

‘As amended, the draft report was unanimously adopted and was ordered to
be presented to the House as the Seventh and Final Report of the Committee.

On motion of Mr. Gray, a vote of thanks was tendered to the Chairman,
Mr. Hanson (York-Sunbury).

The Committee adjourned.
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MINUTES OF EVIDENCE

House or ComMoNs, Room 231,

MarcH, 3, 1932.

The Select Standing Committee on Railways and Shipping met at 10.30 a.m.
to consider Bill 21, an Act respecting the Canadian National Railways and to
authorize additional provision of moneys to meet expenditures made and indebted-
ness ineurred during the calendar year 1931.

Mr. Hanson, the Chairman, presided.

Hon. Mr. Maniox: May I say a word in regard to this bill, but before
mentioning the bill I may say to you that in the committee meetings last year
we passed some resolutions in the final report dealing with salaries and various
other matters—expenses of various kinds. The directors have dealt with them
and have made a report to me to present to you. I am having the report typed
_thls morning because I want to keep a copy in my own office. When I have
1L copied in a day or two I shall give to you, Mr. Chairman, the report of the
directors in regard to the recommendations of the committee last year. Then,
If it is desired—and I presume it will be—there is no reason why you should
not have the chairman of the directors sub-committee who dealt with this matter
before you and discuss the matter with him at the same time as you have the
officers here to discuss the various affairs of the national road. I understand Mr.
W. A. Boys was the Chairman of the sub-committee of directors who dealt with
the various proposals that were put before the directors last year and I told Mr.
Boys myself that in all probability you would want him here before you to dis-
cuss some sections of the report and to give you the reason for doing this, that and
the other thing or, perhaps, for leaving undone the things that you think should
have been done. If it is the desire of the committee at one of your later meetings
that you should have some of the directors here as well as some of the officers
of the company there is no reason why you should not.

Now, with reference to this morning’s business I may say that the annual
report of the national roads will not be ready for about two weeks so far as I
can find out. They gave me a list of dates recently upon which in previous years
they have presented their reports to the parliament of Canada, and it has always
been about March 15th or later. But I am hoping they will have their annual
report by about the 15th of March or possibly a little sooner, and as soon as it
18 ready I shall present it to the house and then it will be up to the committee
to have these statements of accounts that your Chairman has mentioned and to
study them in order that you may deal with them.

However, in the meantime, the Canadian National Railways is in need of
money, and they estimate that if they can get this supplementary bill passed -
whlch.we passed in the House of Commons the other day and referred to the
C‘ommlttee,. covering the amount of $11,372,000, it will carry them on until you
l;&v}e had time to deal with the regular estimates and pass some of these estimates

;10{ to the House to supply them with further money. They are badly in need
ol money because unfortunately—I will say this before I mention the Bill
furth‘er—-unfortu.nately the conditions in the railway world are not, improving
very much. This year, even as compared with last year, the returns are down
n round figures about $600,000 a week in the gross returns of the Canadian
National Railway. The C.P.R. may not be quite so bad, but they are about

1
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in proportion. I explained the Bill in the House the other day, and the chairman
and I talked about it and decided that the explanation which had been given
me was rather a complicated explanation, and I worked out an explanation of my
own which I think, is much simpler. * As we have it in the Bill there is a debit
and a credit and a debit and a credit and about the time you got to the second
debit naturally there was a bit of confusion. I have put the debits first and
the credits afterwards, and it is much simpler, and I have used round figures.
First I shall give you the debit—the increase in needs. They had put in an
estimate last year of an estimated deficit so far as paying interest to the investing
public was concerned of $31,000,000. Hansard contained a typographical error
and made it $51,000,000 instead of $31,000,000. This statement shows that the
real estimate in round figures is $52,000,000. Thus they need $21,000,000 more
to meet this interest to the public. Second, equipment, principal payment,
sinking funds ete., $492,000, which is also in addition to what they estimated for
last year. Their estimate is three million, and it is $492,000 more than that.
I am giving you the round figures. Finally, there was an $11,000,000 item which
as I explained to the house the other day was for the purpose of paying the
75% of the equipment. Their method of buying equipment in the past has
always been on the Philadelphia Plan; they pay 25% cash, which the parliament
of Canada has been meeting regularly, and then the other 75% is raised on
lien notes—something akin to a chattel mortgage—from American banking
institutions. This $11,000,000 is the other 75%. But because of the difficult
financial situation in the United States at the present time they could not borrow
this $11,000,000, and they have to fall back on the government of Canada to
give it to them. Taking these three items together they amount in more or less
round figures to $32,393,000.

Then, we have the credits against that. The first item is additions and

betterments. They put in an item last year for additions and betterments to |
cover their needs of $20,687,000, or nearly $21,000,000 for additions and better- |

ments. Out of that they spent $6,900,000 which leaves out of that item
$13,700,000 which, according to the Act of last year, they are permitted, if

the deficit went to a greater extent than they had intended or expected, to

apply to the deficit. Now, that is a credit of $13,700,000. The second item is

$7,331,000 which is explained in this way. They put out a $70,000,000 bond

issue in 1931. The government had handed over the proceeds to them, and |

they had remaining, which they might have spent according to the statutes
of last yea?; 37:331;000

Now, it is, perhaps, of interest to know what that was supposed to be
spent upon last year. I will give you the figures. Montreal Terminal $4 293,000,
which was not spent; Toronto Terminal $1,356,000, which was unspent; Branch
Line $1,635,000 which Was unspent; Northern Alberta Railway $45,800, which
was unspent. In this Bill you will notice in clause 2 there is permission to
use this $7,000,000 cash which they got for other purposes. Taking those
two items together $13,700,000 and $7,000,000 odd that makes a credit of
$21,000,000 and leaves the balance which is provided for in the Bill of
$11,372,498.86.

Hon. Mr. EvLer: The amount for the Montreal Terminal was $4,000,0007
Hon. Mr. MaN1oN: Yes.

Hon. Mr. EuLer: Was none of that expended?

Hon. Mr. Mantox: They put in, I think, $8,000,000 for the Montreal

terminals last year, but they only spent—I think I have the exact fi ey
$3,000,000 or $4,000,000. o ave the exact figure here

Hon. Mr. EvLer: Has the work stopped altogether?

-— — — ——
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Hon. Mr. Manton: Yes. It is practically stopped. I have not gone into
a lot of detail. They spent $6,000,000 out of $8,000,000 which left them
$2,000,000, and while I have put down here $4,293,000, there are some other
credits mixed up with it, giving the figure I have mentioned.

Mr. McGiseon: What is the total expenditure at the present time?

Hon. Mr. Manion: At the Montreal Terminals? . In round figures,
$15,000,000.

Mr. McGisson: Does that include the cost of land?
Hon. Mr. ManioN: Yes. More than half of it is land.
Mr. McGisBon: Is that all paid for?

Hon. Mr. Ma~ion: No. There is some land unpaid for. You will notice in
this year’s estimate an item for Montreal Terminal of two or three million dollars
odd. That will be to pay for some of the land which has been expropriated
and which they cannot do otherwise than pay for.

The Cuamman: There has been a big suit with Mr. George W. Stevens
which has just been decided in the Exchequer court and which makes a little
over $15,000,000.

Mr. McGisson: Arising out of that there is something that might facilitate
the business of this committee. The estimates will not be down for a couple of
weeks and it is getting pretty near Easter when, possibly, an adjournment will
take place and will throw the work of the committee well on to the end of the
session. Of course, it is inevitable that we take up our final report last year
and see what the directors have done—how far they have carried out our
Instructions and so forth—and it has just struck me that we probably might
deal with that before the regular estimates are brought in.

The Cuamrmaxn: That could be done if that is the wish of the committee.

_ Mr. McGispox: I think we could do that without calling on the board of
directors. We got, all our information last year from Mr. Fairweather the
statistician of the railway, and possibly, we can do so again.

The Cramman: May I ask, gentlemen, that we proceed in a little more
orderly way. Will somebody make a motion that the proceedings be printed?
Motion carried.

The Cuammax: We have now before us Bill No. 21 which has been
refgarred to us by the house—the Canadian National Railways Financing Act.
}‘hls Bill has been distributed. The explanatory note in the Bill is as follows:

The object of this Bill is to authorize the Canadian National Railway Com-
Pany to issue additional securities to the extent of $11,372,498.86 for the pur-
Pose of the year 1931 of financing where the amounts available from net
operating income and investment were insufficient.” The Minister has been
‘good enough to give us an explanation of just how that amount is made up.
thha.ve In front of me the statement from the Accounting department dated
; e 25th. of F.ebrua,ry, 1932, which sets out in tabulated form just how this
amount is arrived at. It would seem to me to be a good thing if this sheet

could be put in the proceedings so that members could study these figures quietly
by themselves. %

Hon. Mr. Max1oN: The first sheet of the report. '
The CHARMAN: Have you those documents?

Mr. McGiBBoN: Yes.
48862—3



4 SELECT STANDING COMMITTEE

" The CHAIRMAN: I did not know that it had been distributed; I had not seen
it before. You will note the amount authorized was $68,500,000. You remember
there was a bill covering that amount. The actual requirements were $79,872,-
498.86, made up of the additional debits and credits that are noted there in red.
It was a synopsis of this statement that the Minister gave, and a simplification
of it. My understanding of the situation of the National Railways is that the
railways €ost the country last year about $112,000,000. For the purpose of
getting a true picture of the situation on the record, I wonder if the Minister
Wi]}i be good enough to give the committee an idea of how this $112,000,000 is
made up.

Hon. Mr. Manton: Yes. I was going to do that when the regular estimates
are brought down in the house, because it is a very complicated matter. You
read in the press that there is a deficit of $56,000,000 this year. That is quite
correct. Then, you read that the railways cost the country $112,000,000. That
is also quite correct, but the difference is this: that $56,000,000 deficit is merely
the deficit on operating accounts so far as paying interest to the investing public
is concerned. The investing public is .owed interest to the extent of $57,000,000
this year including Eastern lines, but if we take the one million surplus off that
amount, it leaves a deficit in interest to the public of $56/000,000. Then there
are additions and betterments, hotels, and some other items in the estimate of
last year which totalled $87,000,000. But in addition to that there are statutory
requirements, and I shall read them to you: there are the maritime freight rates,
about $10,000,000. i

Hon. Mr. Eurer: Surely, the maritime freight rates are not charged against
the railway. The government reimburses the railway for that.

Hon. Mr. MaxioN: We had to put it up on railway account. That is the
point. It is a loss on the railway. It is charged against the country on railway
account. There is no question about that. We will not argue that just now.

Hon. Mr. EvLer: On maritime account.
The CuaRMAN: Put it any way you like.

Hon. Mr. Manion: That is $10,000,000. Then, there is an item which T
do not think should be chargeable to railways, and thgt is the Canadian Gov-
ernment Merchant Marine and West Indies steamships, which amounts to
$1,000,000. That is part of the $112,000,000. Then, there are statutory itemg
passed last year, branch lines, a little over $5,000,000; Toronto termingls
$1,000,000; Montreal terminals, $6,000,000; Northern Alberta Railway Company’
$395,000; St. John and Quebec Railway, $250,000. If you add these figures, you,
will find that they make roughly a total of $112,000,000, instead of the estimated
$87,000,000 of last year: in other words, the deficit on interest, plus the statutory
requirements, and additions and betterments.

The CHAIRMAN: Gentlemen, when I called for this discussion, I was not
aware that another committee was to meet here at eleven o’clock. Unless this
committee wants to proceed and hold over the other committee, I think we haq
better go on with the bill. _

Sections 1, 2, 3, 4, 5 and 6 carried.
The CHAIRMAN: Shall I report the bill?

Carried.

Some consideration should be given by this committee to these matters;
among other things, they includp .the direction to the Board of Directors to deal
with certain phases of the administration. What is the wish of the committee?
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Hon. Mr. Evier: I would suggest, before we discuss the matter, that we
should have one or two of the members of the railway present.

The CramrMAN: Quite right. I agree they should be present.

Mr. McGmpox: It is a matter largely of getting a report from the chair-
man, or from Mr. Fairweather, who is the statistician of the National Railways,
as to whether our recommendations have been carried out or not.

Hon. Mr. Maxton: I do not think Mr. Fairweather will be in a position to
help you in that matter. I think Mr. Boys, who is the chairman of the com-
mittee of the directors, and who dealt with your recommendations, would be the
proper man to have here.

The CuamrMAN: I do not think that Mr. Fairweather can help us.

Mr. McGisroxn: Mr. Fairweather has ali the informaticn. He is a statis-
tician. He would have information in regard to the $100,000 fees that was
taken out of the treasury to pay the club fees of the officials. He is the man to
tell us whether that was done or not.

Hon. Mr. Manton: We can have him here,

Mr. McGieson: I do not think Mr. Boys would have any information.
The CuarmMAN: The question is shall we adjourn to this day week?
The Committee adjourned until Thursday, March 10th.

4886233
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House or Commons, Room 497,
Twurspay, April 7, 1932.

The Select Standing Committee on Railways and Shipping met at 11 a.m.,
Mr. R. B. Hanson, presiding.

The CHAIRMAN: Gentlemen, I understand that the Minister is very anxious
to have the supplementary estimates for 1931-1932, which are now being dis-
tributed among you, aggregating $2,242,478.83, of which $161,568.53 is for the
Canadian National (West Indies) Steamships, and the balance for the Maritimes
Freight Rates Act, passed first, in order that it may be given assent in Parlia-
ment, without prejudice, however, to discussion on those particular items that
may come up at a later stage. So, if it is the wish of the Committee, we might
proceed on those two items and get them off the slate.

Mr. Smart (Deputy Minister): These are the supplementaries for 1931.
In order to get a release of this money to apply on 1931 expenditures we are
anxious to get those items through and report it to the House.

The CmairMAN: The officials of the Company are here, and, if anyone
requires any explanation of those items, they will be glad to give it.
If not, it will be in order to pass those estimates.

Dr. McGisBon: I move they be passed.

. Hon. Mr. Rocers: Before they are passed, I would like some explanation
In regard to the two-million-dollar item.

 The Cuaamman: This is the additional amount in excess of the item of six
million already reported. .
_ I may say that there is some objection in the Maritime Provinces to the
lumping of these two items together. An article appeared in the St. John
elegraph recently about it. Those two items, I understand, cover the 20 per
cent arranged for under the Maritime Freight Rates Act to reimburse the
anadian National Railways out of the public treasury, and also the loss on
astern Lines.

Mr. SmagrT: That is correct.

The Cmamman: If those two items could be severed, so that the record
Would be clear for the public, particularly that part of the public of Canada, I
think it is advisable that it should be done.

P Mr. SmarT: The $2,080,906 is the deficit. As a matter of fact the Maritime
reight Rates Act payments this year are $565,000 below what your estimate
Was for them last year.

o The Cuamman: In other words the total vote of last year, under the
aritime Freight Rates Act of 1927, was $2,450,632, whereas the actual require-
ments were $1,885,000, or a saving of $565,632.
0 you require any further explanation, Mr. Rogers?

Hon. Mr. Roeers: No. I did not understand what it was about at all.

: The Cramman: I suggest that this sheet be included in the Proceedings.
t sets them out at some length.

Mr. Fraser: Is the reduction in traffic responsible for the increased deficit?
7
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Mr. Smart: That is what caused the inerease in the deficit, but it also has
the other effect on the payments under the 20 per cent provision. We figured
on more traffic last year than we actually had, therefore there is a saving in that
amount, but an increase in the deficit on Railway operations.

The Cuamyvan: Now, gentlemen, there has been referred to this commit-
tee, under the Order of Reference the accounts and estimates of the Canadian
National Railways and Canadian Government Merchant Marine for the present
session.

Mr. McGisson: Before we go into that, Mr. Boys is here, I suggest that
he give us a report—

The CrarMAN: Yes, there is in addition to that matters arising out of the
report of this Committee of last year to the House of Commons, and the report
which has been made by the Directorate as a result of some recommendations
made in that report of last year.

It will be recalled that in the report of this committee last year, which was
a unanimous report on the part of the members of the committee, and also passed
unanimously, as I recall, by the House of Commons, certain recommendations
were made to the Canadian National Railways. It might be just as well if the
memory of the Committee were refreshed by stating what those were. On page
303 of the report of the committee last year, there appears the following specifie
reference to the Executive Committee:

In view of the decreased revenues of the Company, and the economics
being made in other branches of the service, your Committee are of the
opinion that the Executive Committee of the Board of Directors should
immediately consider the whole question of salaries, allowances, disburse-
ments, pensions, and retirement provisions for executive officers and officials
of the Company recelving salaries of $5,000 and over, in order that every
reasonable and proper economy should be effected.

Your Committee recommend that immediate action be taken in these
matters, and a report be made to the select standing committee on rail-
ways and shipping owned, operated and controlled by the Government at
the next session of Parliament.

Your Committee strongly condemn the practice which has grown up
under which the National Railways are chargeable with large amounts
for payment for the social entertainment and other activities of officials
on other than official business. Your Committee recommend that this
practice should be discontinued forthwith. Expenditures for such pur-
poses are, in the opinion of your Committee, wrong in principle and
practice, and should never have been permitted.

When it is necessary in the interest of the business of the railway
that monies should be expended chargeable 1o the Railway for entertain-
ment, then it should be approved by the Executive Committee.

Tt was also stated:

It has also come to the knowledge of your Committee that the late
Board of Directors in the year 1929 passed a resolution recommending
the payment of an annuity of $30,000 per annum for life to Sir Henry
Thornton, if his services to the railway should at any time be termi-
nated. Your Committee are of opinion that such resolution was unne-
cessary and should be rescinded forthwith. If later on the services of
Sir Henry Thornton are discontinued and his contract terminated, the
matter of a retiring allowance may then be discussed on its merits by
the Directors and the Government.

Those I think are the specific recommendations of this committee to the
House of Commons, which were passed along to the Executive Committee.
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I hold in my hand a report dated 16th February, 1932, to the Minister of
Railways, signed by a committee of the Directorate, Mr. Boys as Chairman, in
which they make a Return, so to speak, to the recommendations of the Com-
mittee. This report has already been circulated among the members of the
committee and is now open for discussion. _

Mr. McGissox: I suggest that we ask Mr. Boys to come forward and we
will take this up. ‘

Mr. Boys: You will observe that the report is signed by every member of
that committee. Two members of the Executive, the President, and Vice-Pre-
sident Ruel, being personally concerned in some matters, asked to be relieved
and did not act. Tom Moore. who is not ordinarily a member of the Executive,
was added to the Committee for this purpose, and the report as presented bears
the signature of every member acting on that Committee. ¢

We have dealt with the matters submitted in the following order: (1) The
resolution providing for a retiring allowance of $30,000; (2) Disbursements; (3)
Salaries; (4) Allowances; (5) Pensions; (6) Economies.

As the report indicates, the resolution dealing with the retiring allowances
has been rescinded.
~ With regard to dishursements, I do not suppose the Committee expect me
In any way to review the payments of the past. All we were concerned with
was to endeavour if possible to pass some regulations for future work which
would prevent any expenditures, if there every were any, which would not be
made. The report indicates what we have done in that connection.

Mr. McGseon: What were those expenditures in the past?

Mr. Bovs: I may say that I have not been provided, as one of the Directors,
with any statement indicating with any certainty the items that were submitted
to the committee of last year. One can only deal with them from what you

ear,

Mr, McGsson: I might tell you that we got from the Committee last year
for 1930, for meals, hotels, sleeping cars, etc., an expenditure of $1,952,189.

. Mr. Boys: I may say the first time I ever saw that was when you were
* kind enough to send it to me a couple of weeks ago. I had no definite

Nowledge of just what was before the committee. I did understand, however,
that there was an item of that kind, also that there was some reference to
club dues, ete.

As you will see from the report:—

With regard to payments heretofore made for travelling, hotel, and
other expenses, we are of opinion that there has been some misconception
In this connection, but, without enlarging thereon, it is in order to men-
tion that we have recently inaugurated a method of dealing with the
same, whereby the officers of the Company are required to pay their
expenses in the first instance, and render an account therefor, and
reimbursement is not made until the vice-president in charge of finance
examines and recommends payment of the same.

th tWe went a step further in that connection. We were given to understand
4 at the vice-president in charge of finance has no right to sit in judgment
apon' accounts which bear the signature of officers holding as high a position
§ himself. We therefore made a further provision:—

. A further provision has been made which requires the vice-president
in charge of finance to report to the chairman of the finance committee,

for its consideration, any item in any expense account to which he may
take exception. .

N That is the method that has been adopted at the present time. It is our
elief that the expenditure will be completely safeguarded by that method.
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Mr. McGieon: Can you give us any idea of the saving on this account.

Mr. Boys: That raises, I suppose, the question so often discussed in com-
mittees and in Parliament, as to the extent that information dealing with
matters of that kind should be given to the public. I am in the hands of the.
committee. Personally I have nothing whatever to keep back, except what I
might think should be kept back in the interest of the Canadian National
Railways. I have been given to understand that the information which Dr.
MecGibbon has referred to was given in confidence last year.

Mr. McGiseox: Was not. I dispute that. It was not given in confidence.
It was ruled by the Chairman publicly that we should get this information,
and we got it. The ruling was never over-ruled.

Mr. Bovs: I may say that, anticipating some such question, I took the
precaution to find out what was being done during the last five months. If
that information was given last year, and there is no confidence about it, and
it is part of the Journals of the House, and it is the desire of the committee
to go into the matter, I presume I have no course to take but to answer the
questions put.

The CaamrMaN: I may observe that there is no doubt about Dr. McGib-
bon’s statement that the Chairman ruled that this information should go before
the committee. But it is also true that it was not published.

Mr. McGiBBoN: Quite true.

The Cuamrman: The matter is in the hands of the committee. As far as
I am concerned I do not see why there should not be any publicity relating to
any matter concerning the Canadian National Railways.

Mr. McGisson: I am going to move that Mr, Boys get us a photostat ol
that account for the twelve months. Tt is easily got, it is a loose-leaf ledger,
I presume. I think the committee at least ought to know the details of that.
Until we get that we cannot judge the account properly. It looks to me an
enormous bill, almost two million dollars for meals, berths, etc., especially
when you consider that the officials I presume all travel on passes and have
a frank for telegrams, etc. It may be all right, I am not disputing it. If I
can get a seconder?

Sir Hexry THORNTON: May I say a word in answer to Mr. McGibbon?
No oﬁicers hold sleeping-car passes, they pay their fares on the pullmans and
sleeping cars, and pay for their meals in the dining cars and at all hotels of the
company.

The QHAIRMAN: Would you go a little further, Sir Henry? Would you tell
the committee, with such detail as you can summon to your memory, what
the practice was before the report of the committee, and what is now the prac-
tice with respeect to this rather vexed question?

Sir HENrY THORNTON: Briefly, officers travelling on company business filed
an expense account monthly; that was scrutinized by the supervising officials and
certified to by the Department head, and was then passed for payment. In the
event of there being any item which the auditing department thohght improper
it was brought to my attention, and that resulted in subsequent conversations,,
with the head of the Department involved. In some cases the item was accepted
in some cases eliminated. I think in almost every case it is fair to say that’
there was found to be good reason for the inclusion of the item, 3

That was the practice in the past.

My recollection is that the average expense account per person was some-
where between $35 and $40 per month.

As Mr. Boys has outlined, additional safeguards have been provided, in
that the auditing department, under the direction of the financial vice-president,
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serutinizes these accounts, and if there is anything to which they object that
goes to the finance committee for consideration and final approval.

That seems to provide every reasonable safeguard.

I might say in connection with the whole situation that a railway is
different from a manufacturing plant, in that most of its officers are required
to cover considerable distances, and if they are to exercise properly their
responsibilities, they have got to be on the road a fair proportion of the time.
In fact I know there are certain railroads which insist upon officers being on
the road a certain proportion of the time, on the theory that it is on the road
where things are happening, and that is the place where they should be if
they are to administer properly the affairs of the company and scrutinize its
activities. .

In a manufacturing plant, which is of relatively small compass as com-
pared with a railway, there is no such condition, and officers and others can
go about the plant in a relatively short time. But the very nature of a railroad
necessitates a considerable degree of travelling on the part of train masters,
superintendents, and others engaged in administering the affairs of the company.

That I think is about all I can say on the general subject.

Hon. Mr. Manton: Might it not be well, in view of the figure Dr. McGibbon
has given from memory, to give a few of the larger items, so that the committee
would understand of what that amount is made up?

The Cuamman: Or have you any one here familiar with it?

Mr. McGisBon: I can give them if you wish. For meals, $844,000 odd.
Hotels and lodging $395,396. Sleeping cars $133,130. Railway fares $10,724.
Telegrams $12,585. Other expenses, which are not detailed, $566,166. Total,
$1,952,189. Almost two million dollars expense accounts from a railway that
is in red ink from an operating standpoint. That is for the year 1930.

Mr. MacMinraN: How many people were involved in that expenditure?

Sir Henry THorNToN: May I hesitate before I answer that? Meanwhile,
a large proportion of the amount mentioned by Dr. McGibbon was returned
to the company. Sleeping car fares, telegraph bills and hotel bills where they
use our own hotels, all come back to the company.

Now, as to Mr. MacMillan’s question—

Mr. Famrwearaer: The average number is about 3,500 individuals.

Mr. McGiseon: We are not disputing the correctness of the account. What
I want to know is if this should properly be charged to the Canadian National

ailways, or if private individuals should have paid their own.

Sir Hexry THorNTON: As I said, the very nature of a railway’s business
requires its officers to be away from home travelling considerably. You cannot
eXpect, nor is it the practice, in the railway world anywhere to expect officers
who are travelling on company business to pay their own expenses. Nor is
that the practice in the field of industry generally. It is not the practice.

Mr. McGisson: I have no doubt some of it is legitimate, but it does seem
an UHgodly lot of money for that sort of thing.

Sir Henry TrornToN: When you take into consideration the fact that it
averages something like $35 per person per month, or a little over a dollar a

ay, and compare that with the gross revenue of the company, or even the
€xXpense of the company, the percentage is small.

Mr. MecGisson: Do not these people travel on passes?

Sir Henry TaorNTON: The officers travel on passes, but they have no
sleeping car passes.

Mr. McGisson: And do they not have franks for telegrams?
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Sir Hexry THOrNTON: There are no express franks. There are some
telegraph franks. T could not answer off-hand how many. Frequently officers
in the traffic department who are off our lines are obliged to telegraph to their
own offices and to headquarters, and in many cases are obliged to pay for those
telegrams. As far as I am able to judge from what I have found out and from
my general knowledge of the railway business, the practice followed by the
Canadian National is precisely that followed by every railway on the North
American continent.

Mr. McGBBoN: It was the practice of charging $100,000 club dues, wasn’t
it?

Sir Henry THorxTON: No, the amount was materially less than that.

Mr. McGiseon: $100,000 you gave us last year yourself.

Sir HENry THORNTON: Perhaps Mr. Fairweather will answer the question.

Mr. Famewearsaer: I am afraid Dr. McGibbon has not treated the figures
given to the committee last year in the light of recurring expense. It is true
the statement was furnished to the committee last year.

Mr. McGiseon: And that was the amount.

Mr. Farrwearser: The amount shown there was divisible between non-
recurring items, which would be incurred only once, the purchase of stock or
entrance fees, and the recurring items which would currently go on attached
to the membership.- The recurring items never amounted to anything like
$100,000. ‘

The CuamrMan: But the entrance fees and the annual fees did come to the
figure you gave?

Mr. FairweatHer: But to say it amounted to $100,000 a year is a total
misstatement.

The Cuamvan: He did not say that, he said $100,000 for last year, as I
understood.

An Hon. MemBer: That has been discontinued, hasn’t it?
The CuarmaN: What is the situation in regard to that?

Mr. Boys: I may say I have no knowledge myself of what the club dues
were in the past. We have dealt with that ourselves. There was presented to
the committee for consideration club dues for this year amounting to $10,000.
We dealt with that and decided that no club dues whatever were going to be
paid in the future, except in special cases which were to be brought before the
Executive Committee and passed on by them.

Mr. McGisson: Was that $10,000 presented by one or two individuals, or
is that the gross?

Mr. Boys: That is the entire amount suggested for club ‘dues for this year,

Mr. McGiBBon: Would that include every official?

Mr. Boys: As far as I know.

Sir HENrRY THORNTON: I can answer that. It did.

Mr. MacminiaN: What is the amount of these club dues for the year prior
to the one we have in the return?

Mr. FairweaTHER: 1 have no information.

The CramrMaN: Is it fair to say that there was a progressive increase in
this item up to 1930? ‘

Mr. Boys: Well it is cured for the future; I suppose that is the main
thing.

Mr. MacMiLLan: You said $35 was the average expensé of these different
men on company business? '
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Sir Henry THorNTON: That is a rough approximation. :

" Mr. MacMinran: You also said there were 3,500 people who spent that
money. That comes to over $50 per month.

An Hon. MemBER: No, it only figures $25 per month.

Sir Henry THorNTON: I was speaking from memory, I-said I thought the
~ average was in the neighbourhood of $35 a month.

Mr. FatrweATHER: $36.30.

Sir Henry TaornTON: In answer to another question I said that repre- .
sented—

Mr. FairweATHER: About 43,000 accounts. You divide that by 12 and you
get the average per month.

Mr. McGiegon: If some one will second my motion?

The CmairManN: I am informed by the clerk that we do not need a
seconder.

The motion is: That the Canadian National Railways be asked to provide
photostats of the account in question for the year 1930.

Hon, Mr, EvLer: I do not desire to be placed in the position of one who
wishes to hide anything that should come before this Committee. This item in
question of $2,000,000 brought up by Mr. McGibbon sounds like a large item,
perhaps it is in itself. But we are not discussing the menits of that particularly,
except to say that in a business aggregating over two billion dollars capital
investment, perhaps it is not so very large. But that is not the point particu-
larly. The point is the extent to which this committee desires to give publicity
to certain facts which after all are subject to the serutiny of the Board of the
railway company. I take it that the members of the committee, and the House,
and the country, have some degree of confidence in the managing committee of
which Mr. Boys is a member. I have, although they were perhaps appointed
from those who are not in political sympathy with some of us, That does not
affect me at all, I have a good deal of confidence in that Board.

The point I desire to make is, whether it is the duty of this committee to
g0 into little details in connection with the management of the railways, or
Whether we could fairly leave that to the judgment and scrutiny of the Board
that is appointed to conduct the operation of this railway. To my mind the
latter is the proper course. This committee certainly has a duty to perform in
making a general survey of the whole situation, perhaps dealing with matters of
Policy upon which they may make a recommendation to the Government. But
I submit that we are going farther than we should when we inquire into small,
Intimate details of the conduct of this railway. I may be wrong, but I submit
1t can hardly be in the interests of the railway itself, and in that way the inter-
ests of the country as far as the National Railways are concerned, for this com-
mittee to delve into little items of expenditure, which may be published far and
Wide and tend to destroy confidence in the National Railway.

I take it that every one of us, whether we are opposed to or in favour of
pubhc‘ ownership, certainly does not desire to do anything that would injure
the railway, yet that result will assuredly follow if we destroy confidence in it.

The whole point that I desire to make is that the members of the committee
_Sihou-}q decide whether we are doing what is in the best interests of the road by
Mquiring into little details which come, I think, more properly under the pur-
View of the Board of Directors appointed by the Government.

Mr. McGBon: I do not consider two million dollars a little item. The
beople want to know whether these things are legitimate or not. I do not dis-
bute that the two million was spent, but it is a large amount to be spent by
officers of the company, and there is a lot of doubt in the country whether it was
spent by the officers, and the only way we can clear it up is to get the details.
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The CHAIRMAN: Gentlemen, there is a matter of principle involved. What
is the wish of the committee? I am entirely in the hands of the committee. The
motion I think is quite in order, under the order of reference. That is the only
thing I have to rule on.

Mr. Beausien: If it is a matter of principle, should you not decide that
yourself?

The CHAIRMAN: No, that is a matter of policy of this committee. AllT am
called upon to decide is whether the resolution is regularly before the committee.
You have to shoulder your share of the responsibility.

Mr. BeauBieN: We have a board of directors of this railway. No doubt
the Government before appointing them looked into their qualifications. I think
it is a wrong policy to delve into these little details of expenditure, even if they
aggregate two million dollars. About $30 a month per person is not a very
large amount. If this committee is here to destroy the confidence the people have
in the railway, it is adopting the best method I know of to do so if they are
going to dig into all this expenditure, when we have a board of directors which
can do that.

There is enough discontent in the country to-day creat,ed.by propaganda
against public ownership. I am not married to public ownership, but we have
this railway on our hands, and surely we are not going to try to discredit the
management of the board of directors by delving into these items which to my
mind are quite legitimate. You cannot expect a railway official, when he goes
out on the company’s business, to travel in a box-car or to stay in a boarding
house. Surely these expenses are legitimate, and surely railway officials are
entitled to travel in the proper way.

Mr. McGieeon: Who is disputing that?
Mr. Beausiex: You have had your say, let me have mine.
Mr. McGeBoN: You are misrepresenting the thing.

Mr. Beausien: The point I want to make is, if we insinuate that. these railway
officials have been squandering this money, as the inference will be drawn,
especially with the feeling that prevails to-day to a certain extent with regard
to the load borne by the country in respect to Canadian National Railways, I
think it is wrong, am strongly against it, and I hope this committee will not
endorse that motion.

Hon. Mr. EvLer: Might I ask of Sir Henry or Mr. Boys, what his own
opinion is as to the advisability of giving publicly this detailed information? Is
it in the interest of the Railway, or is it not?

Mr. Bovs: My own view is,—I am not speaking of this particular item, but
various matters that might be before this committee—that it is not in the interest
of the railway company that they should be broadcast throughout Canada. I
may be wrong, but that is my view.

I would like to say that I never stop myself to consider the expenditures of
the past, but since I have got some information for the last five months, I have
tried in any way I could,—and it is a very difficult task to be sure of these things
—to reach a conclusion myself as to this matter, having in view the magnitude
of the work, and the number of officials, the expense account, which I may say is
less now than it was, in keeping with the general economies, for which the manage-
ment deserves credit. I am going to be personal, and say that in my own
business, a country law office, my personal expenses in my office for myself and
son run $200 to $300 a year. Suppose you take a thousand law offices, multiply
that, and you have a quarter of a million dollars a year. I am speaking of actual
personal expense.
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Mr. McGiseon: If I might get back to what I stated; I am not disputing this
thing, but I say we do not know a thing about it until we get the detail. What
is the use of sitting here, unless we know? Here is an item that appears enormous.
It may be all right; if, when we get the return, it is all right there is no harm
done. If it is not, our business is to correct it.

Mr. Gray: There is something in what Mr. McGibbon says, and while last
year all of us did not agree as to some of the things he brought before this com-
mittee, I think he is deserving of considerable credit for bringing up these ques-
tions. At that time it was stated by the Minister, and we all agreed that the
directors had been but recently appointed by the Government, and had not had
time to go into the matter as carefully as they would later, and we called the
attention of the directors to various things.

The directors have followed that up by the report given by Mr. Boys to-day,
and have largely acted upon the recommendations of the committee.

I think, rather than go into the details of these items as Dr. McGibbon
suggests, it is the duty of the committee to point out generally to the directors
matters of principle rather than deal with intimate small details. Then if the
directors do not follow these principles that we suggest to them, it is up to us to
review what the directors are doing and perhaps to recommend to the minister
and to the Government that these directors be removed. But if we cannot have
confidence in the management and directors of the company, then I cannot see
how we can go on with the Canadian National Railway System.

I agree with what Mr. Euler and Mr. Beaubien said. T think in a matter of
this kind we can safely leave it to the directors and the management, who
apparently are doing their duty in trying to look after the matter. ;

" ]Sgir Henry THORNTON: My view is precisely the same as that expressed by
r. Boys.

e r}ryloment ago Dr. McGibbon made a statement which I think I am obliged,

In the interest of the officers of the company, to comment upon. He made the

statement that there was some doubt—so I understood his statement—as to

whether the amounts disbursed by the company for expenses were actually so

dishursed.

Mr. McGisBon: Quite true, I have heard that disputed.

Sir Henry THorNTON: The inference being that the officers were knocking
down part of their expense accounts and putting them in their pockets?

Mr. McGson: No, not necessarily. There might have been other accounts
charged up. For instance their family accounts might have been charged up. I
am not saying they were. :

. Sir Henry TrHorNTON: That is the same thing. I simply want to make
this statement, and I am now speaking on behalf of the officers of the company.

have had more than 30 vears experience on various railroads in three different
Countries. I can say without hesitation that I know of no railway company in
any country which is officered by men who are more honest, more capable, more
oyal, more enthusiastic, and more moved by patriotic endeavour than the
officers of the Canadian National. These officers cherish their honour as any
one of you gentlemen would. And I can say without hesitation that there is
ot an officer of the company who is pursuing any other course with respect to

18 expenses than that which is entirely honourable. And on behalf of the
Ofﬁ?ers of the company, I must challenge any statement which reflects upon
heir honour and loyalty.

.. Mr. McGisson: I object strongly to your putting words in my mouth. I
fild not say such a thing. I said I heard it, and I have heard it. I did not say
it was true, I do not think it is. But if we get the details we will know. I do
not see why you are trying to hide behind it.
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Sir Hexry THorNTON: I am not trying to hide behind -anything.

Mr. Boys: I want to say that so far as I am concerned, I am in the hands
of the committee. I do not think any figures that could be given by me regard-
ing the last five months would be a reflection on anybody. As far as I am able
to judge, they are justified, and if.it is the wish of the committee to have them
I have got them, for the last five months.

But: I still adhere to what I said, that as for broadcasting it—if you are
going to do it in this item you will do it with other items, I do not think that is
desirable. '

Mr. Beavsien: May I ask Mr. Boys or Sir Henry this question: Is it not
so that all the expense accounts of officials of the Canadian National Railway
are audited by the auditing department of the railway and also by the auditors
of the Government?

Mr. Boys: Certainly, and under the system obtaining of late, as I explained,
all these accounts have to be paid by the employees in the first instance, and
details have to be rendered before reimbursement takes placeé. It is all scrutinized
by the vice-president in charge of finance, and if he is not satisfied he has the
right to appeal to the finance committee composed of the President, Mr. Ruel
and the Deputy Minister. :

Mr. McGiseon: When was that started?
Mr. Boys: Since you requested us, within the year.

Mr. Beausiex: In that case any expense account which was not justified,
surely the auditors, or the auditing department of the railway know something
about these accounts, having dealt with them for many years, surely there
cannot be anything wrong in the expenses of the officials if they are checked to
the extent you say.

Mr. Boys: I say, as far as the directors are concerned, these do not come
before us. ‘As certain figures have been given, let me take one item: meals
$70,000. You gentlemen all understand that we directors could not possibly go
into that. And I do not see how this committee could. It involves hundreds
of accounts; you would be sitting all year.

Mr. BeauBieN: And it is not exorbitant, when you pay 30 cents for a
potato in a railway dining car, when you could not sell them for 50 cents a
bushel. , -
Mr. McGiseon: What is the saving this year compared with last?

Sir Hexry THorNTON: First may I answer the question as to the practice
prior to the policy of having the finance vice-president refer expense items to
which he took exception to the finance committee? The practice prior to that
was this; if the auditing department as represented by the vice-president in
charge of finance found any item in any expense account which in their judgment
seemed exorbitant or improper, it was brought to my personal attention, and I
took the matter up immediately with the head of the department involved and
asked for an explanation. In some cases items were excluded as being improper;
in other cases the explanation was satisfactory and the item accepted.

The present practice is that any item which the vice-president in charge
of finance questions goes to the finance committee, instead of to myself person-
ally.

i Mr. McGisson: I would ask Mr. Boys for those figures. He has them.

The CHAIRMAN: I see no objection to Mr. Boys giving the gross figures for
1931.

Mr. Boys: What I was asked for were the figures for the last five months,
since the variation in method.

Mr. Gray: Why not give the gross figures?
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Mr. FarrweATHER: The gross expenses incurred in 1930 on travel on the
company’s business officially was after making deduction for items that recurred
back to the railway company or refunds made by foreign railways. It shows a
decrease in 1931 of $336,000.

Mr. BeauBmEx: Do you attrilpute that to the changed methods as indicated,
or is it because of decreased business of the railway?

Mr. FarrweaTHER: Speaking in my capacity as director of the Bureau of
Economics, if I had seen the figures as relating to another railway, in view of
the decrease in traffic and the urgent need of reducing expenses, no matter
where they might occur, to an absolute minimum, I should have said that reduc-
tion would represent what an intelligent administration might have been ex-
pected to effect.

I may say further that Sir Henry is a rather hard task master in this matter
of general supervision. He has me continually making comparative studies
between the supervisory expenses of the Canadian National and other systems,
and of our relative standard of performance. As a matter of fact, we stand out
very well as compared with the classic standard of comparison, the class 1 roads
of the United States, on matters of this kind.

That is what I would say, that that reduction, if I were looking at the
accounts of another railway company, would represent ‘What an administration
keenly desirous of economising, in view o;f the decrease in traffic, should accom-
plish. Tt is, I would say, a very good job.

The CuARMAN: In other words, you say it is due to the decrease in
business?

Mr. FamrweaTHer: Not entirely. And to the desire to effect economies
wherever you can. I know in my own department that when the full effect of
the depression became apparent I issued instructions to every one of my
subordinates to eurtail travelling expenses to the minimum. I personally
saw to it that travelling was reduced to a minimum, that business which might
ordinarily be more efficiently transacted by going .pe-rhaps to Toronto would be
transacted by letter or by telephone. It took a little longer, and the informa-
tion perhaps was not quite as completely understood, but it saved money.

Hon. Mr. Evrer: Would you say the reductions you have made are pretty
well proportionate to the reductions made in other branches of business?

Mr. FAIRWEATHER: Yes, Sir.

~ Sir Henry TrHorNTON: In that connection I might say that progressively
Since the depression appeared in the autumn of 1929 there has been increased
Pressure on all departments and all officers to economise as much as possible.
And this committee will be aware of the system of budgetting which I attempted
to explain to the committee in some detail. That system has been going on and
as been progressively pursued, and the spirit of the whole organization to-day,

afklg of every officer, is characterized by the desire to economize wherever pos-
Sible, ;

Mr. McGiseon: You realize that the people of Canada have to put their
hands in their pockets pretty heavily for this road?

~ Sir Hexry TaornTON: Well that involves a great many questions. There
18 no doubt that if, within the last twenty-five years, we had contemplated such
& condition as exists to-day, a great deal less mileage would have been built;
& good many things that have been done would not have been done; and a good
many other things would have been done differently. That is true not only of
our railroad, it is true of the Canadian Pacific and of almost every business
enterprige,
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Mr. McGissoN: But there is no comparison between the Canadian Pacific
and this railway. The Canadian Pacific is paying its way, and this railway is
in the red in operating.

Sir Henry THOrRNTON: You have to remember that a large percentage of
the mileage of the Canadian National was authorized and built partly by private
ownership, partly by government support, for the purpose of developing the
country. A large percentage of our mileage is still development mileage, has
been built for the purpose of opening up parts of the country in anticipation of
settlement. The settlement and the traffic ensuing therefrom have not yet
grown up to the railway mileage.

That is a burden which every country has upon it. The United States had
precisely that same problem in the railways constructed after the Civil War
for the purpose of developing the country west of the Mississippi.

Mr. McGieeon: But that is counterbalanced as far as the Canadian
National is concerned by the fact that they never paid anything on the money
furnished by the government.

The CHAIRMAN: Well, the discussion has got far afield. We have had a very
general discussion on the principle involved, that the committee might come to
some decision on this specific point.

Mr. Beausien: Your opinion is that it would not be in the interest of the
rai‘{lway company to give out the information for which Dr. McGibbon has
asked: .

Mr. Boys: Generally speaking, I think that is right.

Mr. BEAUBIEN: Are vou expressing the opinion of the directorate?

Mr. Boys: No, I have not discussed this with the directorate. That is my
personal view. \

Mr. BeauBien: Suppose this question of giving this information to the public
went before the Board of Directors, do you not feel fairly certain yourself that
they would advise against it?

Mr. Boys: I would not want to venture that opinion, for I have not asked
the Board of Directors their view regarding this.

Mr. BeauBien: But in all business administrations, whether railway or not,
I think the Board of Directors would come to that conclusion, wouldn’t they?

Mr. Boys: I am inclined to think so, yes.

Mr. BeauBien: Then if we have this Board of Directors, and one of the
leading men in that Board here to-day expresses that opinion, that in a business
or a railway or a publicly owned business it is detrimental to give out such
information, should we not accept his view? Surely they were appointed by
a good government, surely the Minister of Railways is business man enough
to appoint the best men he could find. I think we can very well leave the
matter in their hands.

The CrarMAN: Dr. McGibbon, is it your desire to have a photostat copy
of every account making up this huge total, or a photostat copy of just the general
statement which you have?

Mr. McGiseon: A general statement is no good.

The CuAIRMAN: I am informed it would make about a freight car load of
material.

Mr. McGisBon: Well I will compromise, if you give me two months. Give
me August and December.

Mr. Gray: Let us decide the principle.

Mr. StewarT: I want to draw attention to one word in the report of the
committee last year, which was sent to the officials. On page 1 of that report
you find this:
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Your Committee strongly condemn the practise which has grown up
under which the National Railways are chargeable with large amounts for
payment for the soeial entertainment and other activities of officials on
other than official business.

It is the words “ other than ” that bother me. I think this House and the
country should know what is being charged by officials of the railway when they
are on some other business than railway business.

Sir Henxry THOrRNTON: There is no such item.

Mr. StewarT: Well it is here.

The CuARMAN: If my memory serves me right, I think that refers to this
question of club dues and social entertainment. I understand that has been
cut out. Mr. Boys has made a very specific statement on that. What has
been done is done; it is the future we are more particularly concerned about.
However I do not wish to be taken as trying to direct the vote of the Com-
mittee in any degree on this matter of principle.

The CramrrMAN: Inasmuch as the vote is even, I think it is my duty to vote
against the motion, and I do so.

The next item is that of salaries.

Mr. Boys: As you see, gentlemen, there has been a 10 per cent cut, effective
last July. It affected 828 officers, to the extent of $545,652.

Mr. McGisson: Is that a cut, or a temporary reduction?

Mr. Boys: It is a cut that is in effect now, it will have to be renewed when
the time is up.

Mr. McGieson: Has there been any revision of salaries?

Mr. Boys: It is just effective for the time being.

Mr. McGeeon: I am not talking about that, I am talking about the list of
salaries, starting at $35,000 down. Bigger than the Prime Minister of Canada.

Mr. Boys: I will come to that in a minute. The next item is the half-day
lay off affecting 11,668 officers and clerks, making a total of $1,676,902.

I kThere have been retirements and dismissals totalling 4,574 officers and
Clerks.

In addition to that a special committee has been appointed to deal with the
Question of salaries. When we first gave the matter consideration the question
Wwas how it should be done. Rightly or wrongly we came to the conclusion that
1t would be undesirable to make a horizontal cut affecting everyone, beyond
the 10 per cent cut referred to; and that these officers would have to be dealt
With individually. The need for them and the remuneration they were getting
Would have to be considered. The magnitude of that task becomes apparent to
anyone who stops to consider, and I think you will agree that as directors,
Meeting once a month, and as an executive committee meeting on perhaps two
Other occasions in the month, it would be out of the question for the directors to
80 Into all those salary accounts. i

.. We had every vice-president before us. 'We impressed upon them the neces-
Sty of doing everything possible, and I believe a great deal has been done. But
e last word has not been said yet, and that committee is at work now.

There in one other feature that enters into the consideration, that is the
Royal Commission. T felt that it is possible that when that report is presented
Some recommendation might be made which would require more of this work,
and as far ag I was personally concerned I felt that it might be well to wait
until that, report was presented to the House before the matter was dealt with
0 a final and comprehensive manner.

But this committee is at work, and the question of individual salaries will

be dealt with from time to time.
483624
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Mr. McGissoN: You are not following the recommendation of the com-
mittee, then? !
Mr. Boys: I think to some extent we have. Perhaps not fully. The 10 per
cent cut is something, surely. '
Mr. McGison: The committee recommended that there be a revision of
salaries. -
Mr. Boys: Speaking for myself I say it would be absolutely impossible for
the directors to do that work.
The CuAmrMAN: I might call the attention of the committee to the exact
wording of the recommendation. It is:
that the Executive Committee of the Board of Directors should imme-
diately consider the whole question of salaries, allowances, disbursements,
pensions, and retirement provisions for executive officers and officials of
the company receiving salaries of $5,000 and over, in order that every
reasonable and proper economy should be effected.

The word used is “consider”.

Mr. Boys: We certainly did consider it, we had every vice-president before
us and spent considerable time with each of them discussing their department
and what could be done. But the work is not finished.

Mr. Durr: Did they also deal with the expenses and salaries of the Can-
adian National Steamships, Government Merchant Marine? I notice on page
6, Government Merchant Marine $153,180, then on page 16 in connection with
Canadian National Steamships there is Management and Office Salaries $175,-
000. They may be all right, but it seems to me that those two amounts together,
making $330,000 is a pretty large item for salaries and management in connec-
tion with those two steamship lines. Did you go into it?

Mr. Bovs: The individual salary list has not been considered. We have
considered it up to date only in the way I have indicated.

The CuarMAN: In the Canadian Government Merchant Marine there is a
substantial reduction in the item, some $35,000. But the other, the West Indies
line, the thing is practically stationary, a reduction of about $3,000.

Mr. McGissox: To supplement your quotation, it also said that the Com-
mittee was of the opinion that many of the salaries are much too generous, and
in some instances excessive. That is what I had reference to. In my opinion
they are excessive in view of the condition of the road.

Mr. Boys: There are only two ways I can think of to deal with it; one a
horizontal cut, the other by taking each individual case and analyzing it. That
will take quite a long time.

Mr. McGiBBoN: What is the objection to a horizontal cut? Everyone is
taking it.

Mr. Boys: Well it has been taken here to the extent of 10 per cent. That
may not be considered enough. There are also 4,574 officers and clerks who
have been retired or dismissed.

The CuARMAN: This report states that there has been an annual saving on
salaries of $4,000 and over, by reason I take it of the horizontal cut, of $454,652.
Does that saving include the saving effected by reason of men being retired, or
is that a straight 10 per cent cut?

Mr. Boys: That is a straight cut affecting the officers and clerks.

The CuARMAN: That means that before that cut was made, the cost of
salaries of officials of Canadian Ng.t.lonal Railways was nearly five and one-half
million dollars, on a gross operating revenue of 150 million. - You can see for
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yourself it is a very large ratio. On 300 million of course, it is just half, as they
had it in 1928. But it occurs to me that there is a great deal of food for thought
for this committee in those figures, if I am anywhere near right. I throw out
that suggestion.

Mr. Boys: You will note the last paragraph dealing with this feature:

It may be added that the average salary paid to officers and officials
of our chief competitor is now almost identical with our own.

I must ask you to take the word of the members of the committee for
that. We are not in position to make public all the information we have
received in that connection, but that statement is made carefully.

The CuArMAN: I understand you now to say that the average salary is
about the same as that of your chief competitor?

Mr. Boys: Yes.

The CHARMAN: May I ask if the number of officers receiving $10,000 and
over on the National is not considerably larger than the number employed
with your chief competitor?

Mr. Boys: It is, and that opens up another question, and I am afraid 1
cannot supply the committee with all the information necessary to determine
that. The mileage that the Canadian Pacific have in Canada is 15,510. The
mileage of the Canadian National is 23,767, I understand, I cannot be positive,.
but I believe it myself, that in any figures you can get in relation to the Canadian:
Pacific they do not embrace the lines over which the Canadian Pacific have
running rights under lease, or by control of the stock. They are separate
companies and are not included, and the list of officials would not include
officials of those lines, whereas ours does for every single branch system,
Central Vermont and Grand Trunk Western.

The CuamrMmAN: How much difference would that make?

Mr. Boys: You can only estimate by taking the mileage. The mileage in
Canada of branches of the Canadian Pacific covered by what I have said is
1,282 in the United States 5,192. Add those to the other total, it makes 21,984.
If one could with any degree of accuracy take those figures and work out the
result proportionately, you would have a very considerable increase in the
~humber of C.P.R. officials.

Mr. McGisson: But the officials have no direct relationship to the mileage.
Officials are chiefly in the large cities; there are no officials up on the back lines.

. Mr. Boys: It is perhaps not an absolutely controlling feature, but it is an
Mportant feature. But what I am saying is, they are an absolutely separate
Organization in the United States, connected with the C.P.R., not included in
any figures you can get. If you want to have a comparative statement you
ave to exclude officials on the Canadian National having to do with the Grand
‘unk Western and the Central Vermont, and then make further allowance for
¢ difference in mileage.
. Hon. Mr. EvLer: There are only two divisions in Canada on the C.P.R.,
While the National have three.
s Mr. Boys: Yes. I intended, if the committee is not too tired, to make
Clerence to some of those features. These are matters I have worked out
EIYSelf from a layman’s angle. Remember we have been in office a little over
thyear' None of us is a railway man; it takes time to acquire knowledge of
€Se matters. We have been doing our best. I would like to say a word or
W0 along the line that has been mentioned before I finish.

B Mr, MCQIBBON: We are not making any objection or complaint about you.
to I, to my mind the outstanding thing is that this National Railway is likely

: 8;ﬂrﬁrupt the country. It is our duty to make economies wherever we can
i
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make them. I drew Sir Henry’s attention last year to the fact that this country
was putting 100 million dollars into these railways every year, I asked him
how long we could do this. His reply was: Five years and we are bust!

Mr. Boys: There is not a member of the Directorate as far as I know
who is not doing everything in his power to practise economy, and I think a
great deal has been accomplished.

Mr. McGiBBon: I do not doubt you. I am giving the reason for our
interest in this problem.

The CuamrMaN: I have taken some trouble to get information on this
point. I am informed that the National, at the time the statement was made,
had 96 officers receiving $10,000 and over, whereas the Canadian Pacific had
only 53.

yI am further informed on very good authority, which I will not name,
that the Canadian Pacific deny absolutely the statement that Mr. Boys has now
made to the committee that their costs on this account are comparable with the
Canadian National. They claim that they are away under.

Mr. McGieson: That is what I have heard too.

Mr. Stewart: Could not we have a meeting of this committee more or less
secret, and have an official of the Canadian Pacific Railway come here and give
that information?

The CuamrMmaN: That is up to the committee.

Mr. Stewart: I suggest that a communication be sent to the Canadian
Pacific asking if they are willing.

An hon. MemBER: Have we authority?

Mr. StewarT: I say invite them, that is all. There is a statement made
regarding the Canadian Pacific Railway, they should have opportunity either
to confirm or refuse it.

Mr. Hackerr: I am not a member of the Committee, but if I may make a
suggestion, why take the Canadian Pacific Railway as a standard? The Cana-
dian Pacific Railway has not experienced the financial difficulties that the Cana-
dian National has. Should we take a road which is apparently paying its way as
a standard for salary disbursements? I submit that the test is entirely improper.

The Cuamrmax: That may be debatable, but the point at issue is the
overhead of the Canadian National Railways. 1 suppose comparisons are
inevitable. [

Mr. McGiBeon: There is only one other road in Canada.

The CrAamrMAN: Mr. Boys, have you anything further to add?

Mr. CanTrey: Can Mr. Boys give us a memorandum showing the number
of officials receiving over $5,000 a year who have been let out? Or rather the
difference between that list in 1930 and 1931, and what the saving is.

Mr. Boys: I cannot offhand. I have given the total number who have been
retired, but I have not separated in the way you have indicated. The total
number dismissed or retired is 4,575, that is clerks and—

The CrHamRMaN: All outside of the running trades?

Mr. Boys: Yes. I do not think it included train men.

; The CHARMAN: Does it include the running trades or members of trade
unions, such as shop men?

Mr. Famwearaer: No. Permanent positions.

Mr. Boys: Clerks and all receiving definite salaries.

Mr. McGisBox: They must have been grossly overstaffed before.

An hon. MemeEr: Could the officials of the road give the number of officials
receiving over $5,000 who have been let out?
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The CuAIRMAN: Perhaps not to-day, but probably at a later session.

Sir Hexry THORNTON: We can give it exactly later on.

The CuamrMAN: Let us have it later. It is no use guessing.

Now, shall we pursue this matter any further, or go to something else?

Mr. Boys: One other feature I think should receive some attention, that
is under the head of “economies’:

The work of the management, in which the directors have certainly
supported them, indicates that economies that have been made effective
for the vear 1931 effected a saving of $13,064,300, and in the year 1932,
even if there are no further increases in economy, will reflect $15,042,281.
That is the balance as it were, because only part is relative to 1931, but
take the full year, by taking part of 1931 and part of 1932, and the total
is $28,106,681.

Mr. McGiseoN: Is not that largely wages and coal?

Mr. Boys: The items can all be given. No doubt the wage list makes a very
considerable amount.

Mr. McGiseon: And you must remember that people are getting very poor
service from the National Railway.

Mr. Boys: I will not say that. I am holding no brief for the Canadian
National, T am merely giving facts and figures—

The Cuamman: I would like to express my opinion. I think the people
of Canada are getting service from the National railway in proportion to the
support they are giving it.

Mr. MacMinran: I think they are getting very good service on the National.

The CHAmRMAN: I think they are, having regard to the times. There is
no doubt that service has been cut, of necessity.

Mr. McGiseox: I am not disputing that, but a man told me the other
day that a year ago they had four trains a day at his place, now they get
four a week.

The CuamrrmaN: That may be true. But I venture to say this, that you
will find that the complaints against the cutting down of service come from
men who themselves do not use the service; they will travel to your office to
- make these complaints by automobile. I have had that happen.

Mr. MacMirrax: There was a deputation came to Ottawa to complain to
the Minister, and they all drove here in motor cars.

The Cuamman: I would like it understood definitely throughout the
country that I am not complaining of the cutting of service on any of the rail-
ways. In these times we cannot afford to keep up the passenger service we
have had, because the people are not supporting it, especially in the summer.

Hon. Mr. Ma~ton: May I say a word in that regard? One of the great
troubles with the whole rallway questlon throughout the country, on all rail-
Ways, is that we have been giving too luxurious and too great service, and that

at luxurious and extra service has got to be cut out, to get the roads back
to earth. In other words we have been, with the railways, as with a great
many other branches of our life, living beyond our means. I think it is im-
Portant that the people generally should know that.

Mr. McGisBon: They have let a lot of the business get away. I was in
& town east of Toronto a few weeks ago and five buses went to the city, all
oaded, and only one National train and only one C.P.R. in the day time.

Sn Hexry TrorNTON: I would like vou to hear a statement Mr. Fair-

Xe?)tlller will give in regard to the money being spent on hlghways and auto-
Ob1les
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The CmamrmaN: It is enormous no doubt, but we do not want to bring
Mr. Boys and the other Directors back here another day, so I think we had
better try and finish up with Mr. Boys. The question of motor traffic and
unfair competition will undoubtedly come up in the course of the Committee’s
investigation.

Mr. McGisBon: Another thing we ought to discuss is the President’s
remuneration. Probably he would like to be excused.

The CuarMaN: I do not think there is any secret about it. The question
has been dealt with by the Board of Directors, we ought to have their report.
It is understood by everyone that Sir Henry Thornton has a contract with
the Government of Canada, and as far as I am concerned, we respect that
contract. I think that is the view of every member of the Committee,

Mr. Boys: When we came to review that I read the contract carefully.
My opinion was that the contract covered full-time service for the Canadian
National and its various subsidiaries. I found that there were two items of
$5,000 each which had been paid to the President which, as far as my judgment
went, were covered by the contract. T did not think that as long as the contract
stood they-should be paid. That view was supported, and those two payments,
Grand Trunk Western $5,000, and Central Vermont $5,000 are not being paid.

There is one other item that we dealt with, known as the Ontario Car Ferry,
$5,000. It was pointed out to the Committee by the President’s solicitor that
that was not within his contract, because the Ontario Car Ferry was not owned
or controlled by the Canadian National; that phraseology being included in his
contract. Having given that consideration, we came to the conclusion that
that contention might be supported. And for that reason that $5,000 in con-
nection with the Ontario Car Ferry was not dealt with by the Committee.

In other respects we did nothing. We were only a sub-committee of the
Executive, we had ourselves no power to deal with what the previous full Board
had done. I feel that we had in those two:items, because the contract was
there. . Owing to that fact the stand was taken. :

These other features I see from the record were all before the Parliamentary
Committee last year, and they went into the whole matter and it rested there
and we did not interfere. : , ,

Mr. McGieon: As far as I am concerned, as I said last year, I neither
know nor want to know what the President is worth, he may be worth half a
million a year. My point is that a contract should be a contract. I have a
copy of the contract here, which states that he is to give his full time for
$75,000 a year and reasonable out-of-pocket expenses. That may be too little,
I am not passing an opinion on that. But the returns we got last year, putting
a fair valuation on the rent on the house in Montreal, which the National
Railway own, totalled about $148,000 including his expenses.

Mr. MacMiLLan: Does the Canadian National Railway own the house?

The CuarMAN: They rent the house.

Mr. McGisBoN: At any rate, the National Railway is paying the interest
on the money. And incidentally, if my figures are correct, there was a graft—
or commission or something of about $37,000 in the deal, spread over 10 years.

The Caarrman: Well let us have the legal position straight. T have investi-
gated this matter somewhat. I understand that a previous Board of Directors
conceived the idea of buying this house as a residence for Sir Henry Thornton,
and leasing it to the National Railway for that purpose. A house was pur-
chased— ‘ ' :

Hon. Mr. Maxiox: Not by the Directors.

The Cuairman: The house was purchased by a company formed by that
directorate. . .
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2 Mr. McGiseoN: The deal was put through by one man, a clerk in'the
office. :

The CuaremAN: I do not know about that, but the house was purchased
and the title is held by a company. It was leased to the Canadian National
Railways under a resolution of the Board of Directors for an amount which,
in a period of years, will cover the entire cost of the house, and at the end of the
period the holding company will still own the house. That is the outside of
the transaction. i i

Mr. McGisgox: I do not think your figures are accurate.

The CrarrmMaN: I have not given any figures.

Mr.  McGisBon: They paid $185,000; $175,000 for the house and $10,000
for the furniture, and the rent is $15,725 a year for 10 years. It would not cover
the principal in 10 years. ‘

The CuAmRMAN: 1 am not sure you are right. - The only thing we ecan do
is look at.the lease. .

Mr. Boys: I can give that information if you: want it.

Hon. Mr. Evrer:  Was not this'matter referred to a special sub-committee
last year? 5.1 ' - ‘ i

The CuarMAN: I do not think it was dealt with in any way. The fact
remains that there is a lease binding on the Canadian National, what are you
going to do about it? il ‘

Hon. Mr. Evner: That is practically what I wanted to say. I do not see
the value of spreading this all on the record and all the publicity in connection
with it. We had it before the sub-committee last year, and I think it was
decided that it was not to be published in the general committee for general
broadeasting. I do not see the advisability of bringing it up here.

Mr. McGisgon: The purpose is to get it rectified. My point is they should
have a new contract if they are going, to give him that.

The CmamrMAN: Is not that a matter that the Government will have to
deal with? This contract is with the Government. :

Mr. Boys: I may say everything that has been referred to is covered by
either contract or lease, or by resolution of the Directors. T should have men-
tioned that when I brought to Sir Henry Thornton’s attention the two five
thousand dollar items I have mentioned, he himself agreed that they should be
discontinued. \ '

Mr. McGieBon: Surely the intention of Parliament and the Government
Wwas expressed in the agreement. No Board of Directors had any right to over-
ride the Government’s decision. They may have power to, but they should not.

The CuamrMAN: That is a matter of policy. I think they have the power.

Mr. Boys: As far as I was able to see they did not override anything, the
Contract stands. What they did was to give something in addition to the
contract, which they had a right to do if they wanted to. We as a sub-committee
could not interfere with that if we wanted.

Mr. McGson: I think it is pretty well expressed in it that $75,000 was
the limit,

e 'I_‘he CrARMAN: That is true in a sense, but Mr. Boys I think is simply
bomnting out that over and above the contract the old Board of Directors gave
Ir Henry a house. That is an accomplished fact, all the discussion in the world

Will not, alter that. I understand it is legally binding on the Company and

we have to accept it whether we like it or not. . As to that I am expressing no

Opinion at the moment. But I do not think we can accomplish much by going
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further into the matter. Is there any other matter arising out of last year’s
report that the Committee would like to discuss?

Mr. McGisBoN: What about the Merchant Marine, is that discontinued?
We recommended that.

The CHAlRMAN: That was a recommendation not to the Canadian National,
but to the Government.

Mr. McGiseoN: But the Government passed it on.

Hon. Mr. Man1oN: I suppose the technical phrase is “it is still under con-
sideration.” There is no doubt that the Canadian Govetnment Merchant Marine
and the Canadian National West Indies Steamship service have been losing quite
a great deal of money. The committee last year, having heard Sir Henry
Thornton and made a recommendation along the lines practically as suggested
by Sir Henry himself, who said that either the steamships should be brought up
to date or the Canadian National Company should go out of the steamship
business. That, in brief, is what he said, according to my recollection.

Sir HENry THORNTON: Quite so.

Hon. Mr. Ma~1oN: Neither has been done. I may point out that there is
this aspect to remember, that the steamships give a certain number of trade
routes, and there is some contention as to what the value of those trade routes
is to the people of Canada. And because of the difficulty of absolutely replacing
those routes by private companies,—personally I think it could be done with-
out very much difficulty, but at any rate there is some difficulty—and because
of the complications involved, the Government simply has not come to an abso-
lute decision yet as to getting out of the steamship service. I may say frankly
that I think it would be an advantage for us as far as possible to get out of
most of these steamship services, just as I feel that it would be advantageous, if
it. could be done, to get out of other non-paying subsidiaries of the Canadian
National Railways. I have discussed this with Sir Henry on different occasions,
but at the moment a decision has not beep come to. It is a matter of Govern-
ment policy when it will be come to, whether we get out of steamship services
altogether, or partially, or stay in them.

Mr. Cantrey: I think I gave expression in the past to my views in regard
to this problem. As far as the so-called “Lady Boats” to the West Indies are
concerned I think it is desirable that the service be continued and maintained—

The CuamrMan: We are bound to by treaty obligation. .

Mr. CantLEY: Whether we are bound to or not, by view is that should b
continued. I will not go into the reasons why I think so.

But as far as the other boats are concerned, I think the sooner we get clear
of the whole fleet the better. I have no doubt whatever on that point. I notice
we sold only one boat last year, and have several laid up. Every boat that is
laid up is a bill of expense. Every boat that is running is a much larger bill of
expense. These boats are out of date. They have gone past the No. 3 survey.
I have no doubt that we can obtain all the services the Minister refers to by
subsidies very much less than the losses we are sustaining in the operation of
these boats.

Many of them could only be sold for a trifle. The one sold last year brought
a larger amount than I thought could have been got. Personally I would sell
every one of those boats, even if I sold them by auction, I would get clear of them
within the next twelve months. The sooner we do it, the less money we lose. -
And we will get an equally good service to all the points covered by those boats
for subsidies very much less than the cost of operating the fleet.

Hon. Mr. Maniox: There are a number of services besides the Lady Boats.
There are freight services to various portions of the West Indies, there was a
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service to South America, which was discontinued because it was losing. There
are services to New Zealand and Australia, and there is the inter-coastal service
between Vancouver and Halifax. May I add that that service has been a pay-
ing service. But as far as any of the others go I think they have all been losing.

Mr. Muxn: Vancouver and Prince Rupert is all right.

Hon. Mr. Man~ton: That is part of the Canadian National, not of the
steamship services. The only one I believe that was a paying service was the
inter-coastal. Tt is easy to get rid of that, a private company will gladly take
over something that is operating profitably, but it is not easy to get rid of the
others. I have had proposals made to me by private companies to take over
the New Zealand-Australia service. I have also had a proposal, I think bona
fide, to take over one of the services to some of the West Indies. But the
difficulty is, sometimes you will get a proposal, made as one of these was, by
a steamship company which is largely American, and it is a difficult question
to decide whether it is wise to hand over a service.

Mr. Cantiey: That is easily settled, I would not do it. Let the British
companies have it.

Hon. Mr. Man1ton: In regard to some of the other services, it is debatable
whether it is advisable to let them be taken over. I repeat that for these
Various causes and reasons the whole question is sub judice, and will have to be
decided this year.

The CramrMan: I would like to point out, in corroboration of Dr. Manion’s
DPosition, that Sir Henry Thornton has always taken the position, which I believe
to be a fact, that his organization is merely the agent of the Canadian Govern-
Mment in the management of these ships.

Hon. Mr. MantoN: That is right.

The CrarmMaN: And the operation of these ships is a matter of Govern-
ent, policy for the government of the day. That, however, does not bar us
from looking into the operation of our agents. However, I suggest that we will

e taking up these accounts at a later stage, so we might defer consideration
of them now.

Mr. Canteey: I am thoroughly aware that the operation of the services
Was “wished” on the Canadian National Railway management. The Govern-
Nent found the boats on their hands and did not know what to do, and turned

em over to the directors of the Canadian National, and they have had to
Struggle with the matter ever since. The sooner we relieve the Canadian National
of that, the better for the country and for the railway management.

The CuamrMAN: Are there any other questions to ask Mr. Boys?

If there are not, I would point out that Mr. Lucien Moraud, a member of
the Board of Directors from Quebec, is here at my invitation and at the sugges-
tion of My, Boys himself, and the Committee would be glad to hear from Mr.

oraud,
Mr. Moraup: 1 have nothing to add to what Mr. Boys has said except
ay that the whole Executive Committee concur in everything he has said.
€ have discussed all these matters frequently, about every week, and we
all concur in the written report made by Mr. Boys and in the remarks he made
to the Committee.

The Cmamrman: It is the understanding then that the Committee which
Was set up within the directorate, dealing with the various matters of economies,
'S being continued?

Mr, Smart: There is a special committee of the Board of Directors.

Mr. Moraup: Four men, who can give more time than we to this matter.

to ¢
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The CuARMAN: I thought that information should be available. to this
Committee, so that you would know the matter is not being allowed to slip.

Now gentlemen, is there anything further to ask Mr. Boys this morning,
or shall we require his attendance again? '

Mr. Mux~N: In regard to the Pacific terminals, if you look over the situation
I think you will find you have got more officials than you need. I can speak
of one in particular; I do not want to be personal, but it seems to me there
is room there to lop off a few thousand dollars in officials at your Pacific
terminals. .

Mr. Boys: We perhaps agree to an extent with that suggestion. I asked
the Committee to bear in mind that in the inception what is'now the Canadian
National was constituted from four distinet systems. Four sets:of officers, and
it was not an easy matter to absorb them all, there was a certain amount of
overlapping; it takes time to work that out, it has not been done completely
yet. We are inclined to think that in the course of another year, with the
Committee at work, it will be O.K. ' , * crmat _

The CuarMAN: Another matter that might. be brought up under this order
is the matter of pensions. You will recall that that was referred to the Directors,
and they have dealt with that. In the report which Mr. Boys has submitted
you will find the text of & resolution passed October 21, 1929, in the following
words:—

Mr. Ruel made an explanation to the meeting in regard to the pensions
received under the Superannuation and Provident Fund Association, and
there was read to the meeting a resolution .prepared for passage by the
committee of management of the said Association requesting the Canadian
National Railway Company to supplement, as.referred to therein, the
pension received by any such member under the superannuation fund so
that such member would receive in all the same amount as he would receive
if eligible for pension under the Canadian National General pensions
scheme.

Tt was unanimously resolved that upon there being made to this
Company by the said Association a request on the lines above referred to,
such request may be complied with upon the understanding that any monies '
so paid by the Canadian National Railways will be considered a charge
against the superannuation fund and will be repayable as set out in said
proposed resolution. ; : (i

That resolution, I understand, has been res¢inded. And the other pension
allowances are now governed by Act of Parliament and rules and regulations
passed pursuant thereto.

But I doubt if any member of this Committee knows just what the underlying
principle is under the Act of Parliament or under the rules and regulations with
regard to pensions. It might be well if the Committee were given some informa-
tion on that point, because I understand that some pensions have been paid that
could not be defended in the industrial life of this country. I know particularly
one officer of the National, let out I understand by Sir Henry himself for in-
competency and inefficiency, who is now drawing down $10,000 of the people’s
money, because that is what it comes to.. To me that sort of thing seems almost
impossible, that that man should be drawing a salary equal to that of a supreme
court Judge, although let out because of inefficiency and incompetency. I am
putting it right up to Sir Henry'if he can justify that sort of thing. I feel pretty
strongly about this ever since I knew about it, and the people of Canada, if they
knew, would feel strongly too. :

Mr. McGseon: Of course it is only fair that he should be allowed to make
his defence. Yeu have made it pretty strong, you said incompetence.
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The CuAmrMAN: I said I understood incompetence. Of course if he was
retired on any other ground that is an answer.

Mr. McGisBox: I know the man you mean, I know the pension he is getting.

Mr. GoseiL: Are not these pensions regulated by rules.

The CHAlRMAN: What is the basis of pensions under the National railway
system?

Hon. Mr. Manton: There is no more complicated question than this pen-
sion question. I entirely agree with the suggestion of the chairman that we
should have a statement, instead of just getting a few items. I would like
te suggest that some of the officers of the National road explain the pension
system, not only for the officers but for the men, whether it is non-contributory
or contributory, how it is done, in brief. I think at the next meeting, or at some
other meeting, a complete statement might be prepared of the whole pension
system. -

Sir Hexry TaorNTON: May I make this suggestion? As you say, it is a
very complicated question, because in the consolidation of the various properties
there was an inheritance of a number of different pension systems. It was by
no means an easy task to co-ordinate those systems, in fact it has not been
done yet. I would suggest that the Committee allow me to have prepared a
brief which can be distributed tc the Committee which will put the thing in
concise form.

The CaamrMan: That is an excellent suggestion. I want it understood that
I am not particular about any individual case, but we ought to understand
What the system is. I think Sir Henry’s suggestion will receive the full approval
of the Committee.

Mr. Boyvs: As this was referred to my committee I thought it was my
duty to find out something about it. I asked for a complete but concise state-
ment; T have it here, I will hand it out.

The Crmamman: Would you read it?

Mr. Boys: It is rather long.

Sir Henry TuornTON: I suggest you have it duplicated for distribution.
T'had forgotten you had that.

.. Mr. Boys: I may mention that the pension system under the act of 1929
IS a non-contributory system. But there is contribution under some of the
others, There were four altogether. !

The CaamRMAN: Are there any other questions to ask Mr, Boys before he
leaves? Because he is a busy man, we do not want to bring him back unless
Wwe have to.

[ am sorry to say we have not yet had authority to meet in the afternoon,
and Sir Henry Thornton has told me that he has a very important engagement
Which he must keep to-morrow, and it will not be possible to meet again until
.-Uesday morning. So if anyone wants to ask Mr. Boys anything more, now
13 the opportune time.

My attention is called to the fact that we are clashing this morning with
the committee on Railways and Canals.
th If it is the wish of the committee, we might be allowed to meet at the call of

€ chair. T will ascertain that there will be no conflict with the other com-
Tittee, and ample notice will be given. In any event we ought to be prepared
0 80 on next week and finish up as promptly as possible.
. I understand now that it has been ascertained that the other Committee
1S to meet on Thursday; then we will meet Tuesday morning at 11 o’clock.

1 aThe committee adjourned, to meet again on Tuesday, April 12, 1932, at
am.
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House or ComMmons, Room 231,

April 12th, 1932.

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

The CuamrMAN: Gentlemen, I am sorry to have to tell you that Sir Henry
Thornton, who was to be here to-day, is ill with influenza. That need not deter
the committee from going on with its duties this morning, except that possibly
anything of a controversial nature, or anything that might require the personal
consideration of Sir Henry Thornton, I think in deference to him, ought not to
be gone into to-day, in view of the fact that his illness is merely of a temporary
nature; and if there is anything that anybody wants to bring up this morning
with reference to the business allocated to this committee, then I think we could
very well go on.

I must confess that there has been great difficulty in getting this committee
to function this session. It has not been the blame of any person or persons par-
ticularly, but by combination of circumstances over which I, at least, have had
no control. I am anxious to see the committee function; I am anxious to see
1t complete its duties in the time allotted to us, but we have not made very much
progress. Last week we met, and we covered a substantial amount of ground.
I think we might proceed, if we can, with anything that any member of the
committee might desire to bring up. We can, also, if it is necessary, start in on
the estimates. I merely throw this out as a suggestion, as to what we might do,
having regard to the fact that the president is not here, being unavoidably
absent through illness.

Mr. Heaps: Perhaps I might be allowed to put a question, which is not
exactly within the purview of the question before us this morning. There have
been a great many questions asked in the House, and a lot of discussion in the
country in regard to the layoff by the Canadian National Railway. I do not

now whether Mr. Hungerford would be in a position to give us this information,
or any official of the railway could give a statement to the committee this morn-
Ing, hecause members of the House are receiving telegrams, letters, and other
orms of communication continuously, in respect of this matter, and I can quite
Understand the anxiety of a great many of the employees of the Canadian

National Railway in regard to this question.

. The Cmammmax: Mr. Hungerford is here, and he has placed himself at the
disposal of the committee. If he is in a position to make a statement, I have no
oubt, he will do so.

. Mr. Huxaeerrorp: I should like to ask Mr. Heaps, if I may, if he is refer-
'ing to the general situation, or simply the situation at Winnipeg?

; Mr. Heaps: I shall be glad if you will give the general situation in regard
to the whole of the Canadian National Railway system. If you wish to refer
0 the situation in the west, I have no objection.

d Mr. Hungrrrorp: Well, the general situation with respect to the mechanical
€partment of the Canadian National Railway is substantially this: ever since
€ depression set in, we have progressively reduced expenses as much as we

E.O‘Jld by reducing the hours and distributing works. I am speaking more par-
teularly of the general repair shops in that regard. The first reduction in time

Was made almost two years ago. Later on, a further reduction was made, but

We finally reached a point, notwithstanding the reductions in time that have

31
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been made, where we found ourselves without sufficient work to employ the
existing staff even on the basis of reduced hours, and there seems to be no alter-
native but to lay off a considerable number of men. .

Mr. Heaps: Well, I wonder, Mr Chairman, if Mr. Hungerford could tell us
the proposed number of men that were to be laid off. We have had figures sub-
mitted to us, showing that over 5,000 men were to be laid off over the whole
system. Are those figures correct? »

Mr. Hu~xcerrorn: The total number of men to be laid off at this time,
including those who have been laid off within the last month or so, amounts to
around 4,000 men.

Mr. Heaps: Do you think any modification will take place?

Mr. Huxcerrorp: I beg your pardon?

Mr. Heaps: Is there likely to be any modification in the number to be laid
off?

Mr. Huxcerrorp: I can hardly contemplate that; because the number of
men to be laid off was carefully calculated on the basis of the amount of work to
be performed.

Mr. Heaps: Is it possible, then, Mr. Chairman, for the system to undertake,
as it has done in previous years, work on capital account?

Mr. Hu~cerrorD: I do not think I am prepared to answer that, Mr.. Heaps.

Hon. Mr. Rocers: Will Mr. Hungerford tell us how many Americans are
working in the shops?

Mr. Huxcerrorp: Mr. Rogers, I have not the figures with me, but the
number of Americans employed in the shops at Fort Rouge and Transcona, inso-
far as I can recall, is limited; only a few, so far as I remember.

Hon. Mr. Rocers: I am given to understand that there is a large number.

Mr. Huxcerrorp: Unfortunately, I have not the figures here. I cannot
recall them, but that is my impression.

The CuaamrMAN: Is it a fact that upon the amalgamation and co-ordination
of the different units which now make up the Canadian National system, the
management found themselves overloaded with shops and shop men? Is that a
correct statement of the position?

Mr. Huxcerrorp: Well, I would say we are overloaded with shops, but not
shop men, having regard to the amount of work that has to be done.

Mr. Hears: I wonder, Mr. Chairman, if Mr. Hungerford could supply the
committee at the next meeting with a list showing the number of men employed
by the railway over a period of the last five years, and the amount paid in wages
for that same period?

The CualRMAN: A five-year period is a long period.

Mr. Heaps: I think they have the information.

The CuarrMaN: Well, possibly they have. Will you make a note of that,
Mr. Fairweather, and see what can be done?

Mr. FarrwpaTHER: Yes, I think we can do that.

Mr. MacMiLLaN: Can you tell me, Mr. Hungerford, if in the years 1930 and
1931 the shop men were employed reconstructing cars and that sort of thing
engines and so on, and what portion of their wages was charged to capital Ndabie
and operating account?

Mr. Huncerrorp: Oh well, there are well defined rules in regard to that
Mr. MacMillan. Their wages were paid in connection with construction of new
equipment, of which there was a limited amount built; paid on additions to the
older equipment. If there was something new introduced to a unit of equipment,
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it would be charged to capital account, the remainder and by far the greater
proportion would be charged to operating expenses.

Mr. MacMiLran: Can we get those figures?
Mr. Hungerrorp: I think we could.

Mr. MacMiLan: For the years 1930 and 1931, the amounts of wages paid,
the amounts charged to capital account and operating account.

Mr. Hu~ngerrorp: I think we can do so.

Mr. McGisBon: Last year we had a system of getting information with
respect to certain questions, by putting the questions to the chairman. I suppose
we might continue that this year.

The Cuatrman: If it is the wish of the committee, I have no objection. I
see no reason why the questions should not be asked directly of the officials here.

Mr. McGieeon: I was saying last year the information that was wanted
by members of the committee was put in the form of a question to the Chairman,
and the answers came along in due time. That was done largely to save time.

The CaarMan: I think it is a good system of precedure. Has anybody any
Questions they desire to ask along the lines indicated by Dr. McGibbon?

Hon. Mr. Rogers: I should like very much to get the number of Americans
employed at Winnipeg.

The CramrMaN: I am told that information could be obtained approxi-
Mmately; it would not be absolutely correct. That will be obtained, I think.

. Mr. McGisson: Last day, Mr. Chairman, I brought up a matter in connec-
tion with expense accounts of officials of the railway, you will remember, and
the committee in its wisdom thought differently from me. So I should like to
move that a sub-committee, composed of three persons, of the members of this
Committee, be appointed by the Chairman of this committee, to investigate the
€Xpense account of officials particularly for the year 1930, which the auditor’s
report, is $1,952,000 odd; that the auditors of the company be instructed to assist
em, and to make such segregation and analysis of said accounts and vouchers

as the sub-committee shall direct; and that a report shall be made at such date
as said committee shall direct; and further, that said auditors be instructed to
urnish such clerical assistance as shall place them in a position to report as
aforesaid.

The Cuamrman: Will you send that up, doctor?

Mr. McGrseon: Yes.

The Cramrman: Gentlemen, it has been*moved by Dr. McGibbon—it does
Dot require any seconder, I understand—®that a sub-committee, composed of
ree persons, present members of the railway and shipping committee, shall be
appointed by the chairman of the said committee, to investigate—"
Mr. McGiseox: The expense account of 1930.

The Cuamrman: Yes. There is a blank. Shall I insert the words “ expense
account ”?

Mr. McGisgon:, It is more or less what we referred to last week.

The CramrMAN: We know what is meant, anyway.

Mr. McGiseon: Yes.

The CHAIRMAN: “_expense account. of officials, particularly for the year
1931: that the auditors of the company be instructed to assist them and to make
Such segregation and analysis of said accounts and vouchers as the committee
shall direct; and. that a report shall be made at such date as said committee
Sha_ll direct: and further that said auditors be instructed to furnish such clerical

assistance as shall place them in a position to report as aforesaid.”



34 SELECT STANDING COMMITTEE

Mr. BeauBien: I thought that was settled at the last meeting of the com-
mittee.

The CuairmMaN: I would not think so. What we settled was that Dr.
McGibbon was not to have a photostatic copy of the account. I may say to
the committee, very frankly, that the reason I voted, or gave the casting vote
against that motion last week, was because I thought it would be a physical
impossibility. There were hundreds of accounts that would have to be inquired
into, and I was given to understand that the volume would probably fill a
freight car. Now, that did not preclude the investigation of the items, so far
as I am concerned. That would be the sense of the committee, if you analyze
just what transpired. As I understand this resolution, it is to have an examina-
tion of those aecounts by a sub-committee of the committee, and as a member
of the committee I see no objection to it.

Mr. Beausien: Is that sub-committee to report back to this committee?

The CaalrRMAN: Whatever it may see fit to do; it is unlimited.

Mr. BoraweLL: What is the wording of the resolution again?

The CrHAlRMAN: The wording of this resolution?

Mr. BorEwELL: Yes.

The CHamrMmAN: “ Moved by Dr. McGibbon, that a sub-committee com-
posed of three persons, present members of the Railways and Shipping Com-
mittee shall be appointed by the Chairman of the said committee to investigate
the expense account of officials particularly for the year 1931; that the auditors
of the company be instructed to assist them and to make such segregation and
analysis of said accounts and vouchers as the committee shall direct: and that
a report shall be made at such date as said committee shall direct: and further
that said auditors be instructed to furnish such clerical assistance as shall place
them in a position to report as aforesaid.” .

Mr. Durr: Mr. Chairman, I have no particular objection to this commit-
tee or sub-committee going into any accounts in connection with the Canadian
National Railways; in fact, I presume it is our duty so to do; but the first point
I should like to make is this: we are now dealing with the accounts and state-
ments of the railway from 1931 on. This resolution deals with matters which
took place in 1930, and T am not sure in my mind whether we can go back to
1930 after the committee adopted the report of the Canadian National Rail-
ways for that year, when we met last year. However, as I said, I am not con-
cerned as much about that, although it is a point which I think we should con-
sider and deal with before we cast.our votes on this resolution. If we are going
into this matter, if we need detailed information about the 101 other matters
which are contained in the annual report, it seems to me, sir, this sub-committee,
when appointed, will not be able to report back to this committee this year. I
think you will agree with me, that even in the matters contained in Dr. McGib-
bon’s resolution, it is going to take a great deal of time for the sub-committee
to get the information which will do us any good. If the committee is to go
into all the details of all those different accounts, it is going to take a lot of
work. Now, it might be a good idea to appoint a sub-committee which would
work during the recess, after we prorogue parliament—

Mr. McGieeoN: Committees cannot do that, Mr. Duff.

Mr. Durr: Oh, yes. If a sub-committee of this committee cannot do it, I
am going to advocate a way of going on with it. As I say, I am quite in agree-
ment that Dr. McGibbon and parliament has a right to that information, and
all details which we can get, and which we think are necessary to the proper
discharge of our duties as members of this committee and members of Parlia-
ment. It is impossible for a sub-committee of this committee to get the in-
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formation if they are going to work at it only during the time this committee
is in session during this parliament; and I would suggest, if we are going to do
anything at all, let us do it right. I am not quite clear whether this committee
can appoint a sub-committee along those lines. Tt seems to me it is useless to
appoint a sub-committee to go to Montreal for one or two days and endeavour
to look through a mass of documents which somebody has said would fill a°
freight car. That is impossible.

Now, I have not got much to do this summer; I am hard up, poor, and sir,
there are other members of the committee, I know, who are not in as good shape
as they should be financially, and then we got a reduction of $400 on our indem-
nity— I am opposed to that, as you know Mr. Chairman, I think we are entitled
to the whole $4,000. If there is any way that this committee could get the in-
formation, which is in the interest of the country, and in the interest of parlia-
ment, it seems to me that some way should be devised, and this committee
should authorize a sub-committee to deal with this matter in the proper manner,
by arranging that it should take the whole summer at the work. They will need
1t if they are going to go through all those documents. I am no slouch myself
at high financing. I feel that if they are going through a whole carload of
vouchers, memoranda and accounts, it is going to take a good deal of time, and
that is the only way to do it.

It seems to me, Mr. Chairman, there are other matters outside of what Mr.
MecGibbon has spoken of, which it might be necessary to examine. If we are
going to have a cleanup, let us do it in a proper way; let us have a real clean-
up, let us go through the whole thing. For instance, I think you will agree, and
that the other members of the committee must agree, that after all is said and
done, while we do the best we can in this committee, our labour is in vain. There
18 no question about that. How can we, meeting a dozen times, or two dozen
times, for two hours in the day, during the meetings of the committee, during
the session of parliament, go into documents that are placed in our hands in
the morning. It is absolutely impossible. Let us get down to brass tacks, and
de{:ide to leave this matter with the directors of the railway, who have been ap-
bointed by the government, and who are responsible to the government and
shareholders, and who are there as the representatives of the shareholders, or
}et us go into the matter properly. Now, the only way to go into it properly
18 as Dr. McGibbon suggests, appoint a sub-committee, and give them power
to take all the time they want to make a proper and full investigation. Since I
Would not expect a sub-committee to work without pay, I would suggest those
Who are appointed, if they are going to make a good job of it, that they be paid.

0 view of the fact, Mr. Chairman, the answer may be made, that members of
Parliament cannot receive any remuneration for their services—I had an exper-
lence of that kind myself when I was chairman of the fisheries committee in

ritish Columbia. I was away from my business for eight weeks, and did not
get one dollar. Some of my opponents even found fault with my expense ac-
count. As far as remuneration is concerned, I was a member of parliament
and did not get one cent for the eight weeks I was away from my business. Due
to the fact that the Canadian National Railway system is a separate entity
rom the government, I make the suggestion that this sub-committee should be
entitled to a suitable remuneration and expenses during the time they are con-
hected with this important work.

th Mr. McGrseon: Mr. Chairman, in reply to Mr. Duff I might say the reason
fls Wwas not gone into last year, was that we did not get it until the dying days
of the session; in fact I think this committee was appointed when I got the
Information. Most of the information, I might say, was got by questions put in
Y myself. T did not say anything about any of those last year, because I

thc:gsgelzl_t it only fair to give the board of directors and the management a chance:
5
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to clean up the situation a little bit, and I must say I was very much surprised
this year when I found that praetically nothing had been done. People are
paying out a lot of money for this railway; salaries are exorbitant, I think, for
the time and the financial condition of the road. The people have to put their
hands in their pockets and pay. Now, if this railway were prosperous, and
paying its own way, I for one, would not have a word to say. When you have
got to go to the people, year after year, and ask them to put up about
$100,000,000 for this railway, as I said the other day, in my opinion, you cannot
go on very much longer. It is impossible. I gather from Mr. Duff that this
resolution does not go far enough; but I am quite willing to open up the whole
issue, as far as I am concerned. I think probably it would do it good. I think
a terrible mistake was made—I am only expressing my own opinion, I am not
expressing the opinion of anybody else—when this whole thing was taken away
from the Auditor General. I think that was the first of April, 1923, and in my
opinion it was a terrible mistake. At the present time, the people do not know
what is going on; they know absoltuely nothing. I thoroughly agree with Mr.
Duff that the committee is absolutely useless.

Mr. BeauBien: May I ask a question. If this committee is useless, how
much use would a sub-committee be?

Mr. McGiBBoN: I say it is useless as far as obtaining any valuable informa-
tion is concerned. What can anybody tell from the books that are placed before
us? There are no details in them. You eannot get anything speeific from them.
It is only by questions such as those that you can get a little light on what is
going on in the dark behind the board of directors. This account is mentioned
simply because I have not the items of any other account; that is all. Any
other year might probably have done as well. This struck me as being an
exorbitant account. I may be wrong; but at any rate, I think we are entitled
to this information. The people of Canada are paying the bill, and they should
get the information.

Mr. BeauBien: Has this motion been agreed on? Is there an amendment
to it in regard to the year 19307

The CrarRMAN: T am just coming to that point. Do I understand that Mr.
Duff has raised a point of order against the committee going into the year 1930?
As I see it, strictly speaking, Mr. Duff is eorrect. If you refer to the order of
reference, you will see that this committee is referred only to accounts and
estimates for the present session. I presume that means for the year that is
under immediate review. The year 1930 would be the past year; and in accord-
ance with that, technically speaking, I think Mr. Duff is correct. Dr. McGib-
bon’s motion, however, arises directly out of the discussion of last year, and the
report of the committee last year; and the report of the director’s committee
submitted to this committee this year of last year’s expenses, would, naturally,
bring it up. If I am pressed for a strict ruling, I have to say that the inclusion
of the year 1930 would put the resolution out ‘of order. There is no reason,
however, why the year 1931 should not be included.

Sir Eveene Fiser: Before you go any farther, I should like to eall your
attention to the fact that the fiscal year of the Canadian National Railway and
the government are the same. I think the report you are dealing with at the
present time deals with 1930 and 1931 as well.

Mr. Durr: If it does, this resolution is in order.

The CuAaRMAN: It deals with the year 1931, as I understand it.

Sir EveeNe Fiser: The fiscal year of the railway.

The CuARMAN: The fiscal year of the railway ends on the 31st December,
If Dr. McGibbon would amend the resolution to read “particularly for the
year 1931”7, and leave out the interjection, “which the auditors report is $1,952,-
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000.” That would regularize the resolution. I would suggest that amendment.
I would not think that would debar this sub-committee, however, from making
a comparative analysis of the railway operations as compared with previous
years.

Mr. BravBien: This motion asks that a sub-committee be appointed to
inquire into the expenses of the officials of the Canadian National Railway?
Is that the right understanding of it?

The CuAmrMAN: That is it.

Mr. BravBien: Can this committee go back into a matter which it has
already disposed of since that matter was disposed of at the last meeting of the
committee?

The CuAIRMAN: I have already ruled against that contention.

Mr. BeauBieN: With all due respect—

Mr. Durr: I think Mr. Beaubien meant last year.

Mr. BeausieN: I mean the last meeting we had.

_The CuamrMaN: You meant Dr. McGibbon’s resolution for photostatic
copies?

Mr. BeauBieN: Yes.

The CuarMAN: The point raised by Mr. Duff certainly is technically
correct, if he wants to press it.

Mr. Durr: I would not press my point, Mr. Chairman, if the committee
will deal with the question that I introduced. That, in my mind, is of much
more importance than the single matter of how many meals the officials had,
and how many pounds weight they put on, and how many games of golf they
blayed, and so on. I am sorry Dr. McGibbon made the remark he did in his
last statement, where he said if the railway was making money, he would not

€ so particular about this enquiry. That, in my opinion, has nothing to do
with it. If the railway is extravagant in its expense account, they ‘have
N0 right to be extravagant whether they are making $100,000,000 of a profit
or $50,000,000 of a deficit. The question is not that. The shareholders
of this railway are entitled to know just what the expenses are; and representing
the shareholders of the railway, it is our duty to see that no extravagance takes
Place, whether it is in the different items suggested by Dr. McGibbon, or any
other items. There is a good deal of talk around the country about extra-
Vagance in this system, even extravagance last year. There is some talk about,
or instance, the matter which came out in one of the committees this year, the
New car for the Prime Minister; also the matter of some hundred odd thousand
ollars‘ spent on the Chateau Laurier last year. These are extravagances, in
my opinion, if they are true, and it seems to me they should be investigated,
and other matters as well. The Montreal matter should be investigated, and
other matters referred to by Dr. McGibbon.
" Mr. MacMirLax: Mr. Chairman, in the report of this committee to the
iol};s?c of Commons last year, dated July 16th, they asked that the Board of
ctors,
“should immediately consider the whole question of salaries, allowances,
disbursements, pensions and retirement provisions for executive officers
and officials of the company receiving salaries of $5,000 and over in order
5 that every reasonable and proper economy should be effected.”
0 I should think you have a perfect right to go into the matter referred to.

p T_he CHamrmAN: If T am obliged to rule, I shall rule that, technically
vﬁ‘f_aklng, we cannot go into the year 1930, but we can go into the year 1931,
ich would involve the operations of the year 1930, which in effect would

€ exactly the same.
4836253
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Mr. Durr: I agree with that ruling.

Mr. MacMiLLaN: There are lots of matters that happened in the year 1930
that probably will never happen again, matters that the country should know
about. Take this house deal, for instance. The press in reporting the house
deal, conveyed the impression to the country that the Canadian National owned
the house. They paid for it, but they do not own it at all. The National Rail-
ways do not own that house, although they paid for it with our money.

The CrarmaN: Dr. McGibbon, would you accept the suggestion which I
made, having regard to the consideration which prevails?

Mr. McGiBeox: I am glad to do almost anything for you, Mr. Chairman,
but I am rather inclined to agree with Mr. MacMillan. I think there was,
probably, a substantial reduction in 1931, and I am told there is a much greater
reduction this year, due, no doubt, to the ventilating of this thing last year. In
my mind, the more these things are ventilated, the more care will be exercised.

Now Mr. MacMillan has brought up the matter of the Montreal house. If
my information is correct, that was bought by the clerk of one of the director’s
offices, and on the very same day he applied to the Montreal Trust Company
for a loan for the full amount, and got it. And on the same day, too, I think
it was the day the present Prime Minister was sworn into office, they rented
it to the National Railway for $15,725 a year, plus taxes, insurance, etc. Now,
my information is they pay 64 per cent for the money. Take the difference
of what they paid for the money, and what the National Railways is pay-
ing, and it amounts to about $3,700 a year, which in ten years would amount
to $37,000. Do we have to sit here, representing the people, and let these
people go on like that? I, certainly, do not propose dgmg it. This has been
a very disagreeable job for me, both last year and this year; but when you
have a railway system with over two and a half billions of capital, that is
barely paying operating expenses, and the people have to put their hands in
their pockets for the interest that we owe on the bonds, I think it is just
about time somebody did something. Somebody has to take action.

The Cuamrman: The question of the president’s house is properly before
this committee, if we want to investigate the whole matter, because it is pres-
ently in the accounts of the year under review. There is no doubt about that.

Mr. Durr: Did I understand you to say, Mr. MacMillan, that the rail-
way bought this house for the chairman?

Mr. MacMiLLan: No, I said the press conveyed that information.

Mr. Durr: We might still get it straightened out. I want to say, first,
that T think the directors exceeded their duties, when they arranged for some
person unknown, if they did, to go out and purchase this house. They exceeded
their duties when they did that, and I think they exceeded the president’s con-
tract when they gave him this house afterwards, free of rent. 1 am opposed
to that, and I want to go on record as being opposed to it. I think that was
a mistake, and I do not know now whether that arrangement made by the
directors holds good, or not. It seems to me, if it does not hold good, if it is
outside of Sir Henry Thornton and the railway company, it should be can-
celled. I cannot agree with Dr. McGibbon when he says the person who pur-
chased it and who afterwards rented it to the railway was paying 64 per cent
on the money. Evidently that $3,700 is wrong, because I presume they have
house insurance, and other things which they have to pay.

Mr. McGiBeoN: The railway pays that.
Mr. MacMiran: The railway pays that.
Mr. Durr: Insurance on the house?
Mr. McGiBBoN: Yes.
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Mr. Durr: That makes it worse. It seems to me this is a matter which
should be investigated, whether or not the railway is liable for that portion of
Sir Henry’s Thornton’s remuneration. :

The CuAlrMAN: I have a suggestion in regard to this situation, but let
us deal with Dr. McGibbon’s motion first, and dispose of that. After that,
if it is the will of the committee, we can call for all documents and witnesses
relating to the house, which is a separate transaction. I rule it is properly
within the purview of this committee, under the estimates that have been
delivered to us for the year 1932, and the accounts for the year 1931. There
1S no reason why the committee should not go into the whole thing. The
committee can get the directions, leases, remarks of the board of directors,
and everything pertaining to this transaction should be brought before the
committee. There is no reason why we should not do that; but let us leave
that for the moment until we dispose of the question immediately before the'
chair. I had hoped Dr. McGibbon would accept my suggestion, that if he is
to mention a particular time, he should mention the year 1931. Eventually
a4 comparison with 1930 will come up, and I think he will accomplish his pur-
Pose, whatever he has in mind, and we will technically be within the rules of
the house, relating to investigations by committees. ]

Mr. Durr: May I raise this point, if this sub-committee is going to be
appointed, and if Dr. MeGibbon’s resolution is going to be placed before this
Committee, I think it should be broadened or widened or extended, to deal with
& great many other matters as well as this one particular matter, with regard to
this $1,900,000 to see what money was spent for the same purpose last year.

The Cuammax: Are you making an amendment, Mr. Duff?

Mr. Durr: I would rather Dr. McGibbon would agree to amend his
resolution. .

Mr. McGmson: I do not see how we can do that, Mr. Chairman, unless
We appoint a royal commission.

Sir Eveene Fiser: They have one already.

The Cuammman: Not for those duties.

. Sir Eveene Fiser: What are the powers of this royal commission which
I8 sitting at the present time on the Canadian National and other railway
Matters? Are they entitled to go into those details as well? '

The CramrMAN: T think they have a pretty broad scope, and I understand
Yom Mr. Hungerford just now, that they are investigating matters of this very
character, T am told by Mr. Fairweather they are calling for information con-
itsi?;}%,tand they have got a mass of information that they are trying to
“SSimilate.

Mr. Fraser: Would that refer to Dr. McGibbon’s motion as well?

of thMr. F.AIRWEATHER: You will find attached to the balance sheet a certificate
Oert‘fe auditors, Messrs. George A. Touche and Company, chartered accountants,
e tl ying the income statements, and the profit and loss accounts. There is a
3 Iélnuous running audit by the Canadian National Railways of all its lines,
A that audit is signed by the official auditors, whom I have just mentioned.

&Skix;rhe CHAIRMAN: That is not what the members of the committee are

. e

b Mr. FarRwearsER:  Our operations are subject to an audit, a current audit
¥ those auditors. Necessarily it is a spot audit, because they would have to

b :Ve a staff of 3,000 accountants to make a full audit. A spot audit is cur-
ntly carried on in all those matters.

Mr. MacMirrax: There was no spot audit carried on in regard to.the
Purchase and rental of that house. Was there a spot audit in that connection?
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The CuaRMAN: That was a matter of policy for the directors, and I do
not think the auditors knew anything about it.

Mr. Heaps: Has the motion been carried?

The CuatRMAN: The auditors had nothing to do with the resolution of the

board of directors, and the auditors would have nothing to do with the acquisi-
tion of the house by way of lease. 1 am in the hands of the committee. Tech-

nically, this resolution refers to the year 1930, particularly, and I am advised
it is outside the order of reference.

Mr. McGiseox: I will accept your suggestion.

The CHAIRMAN: My suggestion was to insert the year 1931 instead of
1930. If the resolution were left as it is, I think the committee could very well
pass it. Unless someone wants to make an amendment, you accept that reso-
lution?

Mr. McGiseox: All right.

The CHAIRMAN: Are you ready for the question? The question is:—

Moved by Dr. McGibbon, that a sub-committee, composed of three
persons, present members of the Railway and Shipping Committee, shall
be appointed by the Chairman of the said committee to investigate the
expense account of officials, particularly for the year 1931; that the
auditors of the company be instructed to assist them and to make such
segregation and analysis of said accounts and vouchers as the sub-
committee shall direct; and that a report shall be made at such date as
said sub-committee shall direct; and further that said auditors be
instructed to furnish such clerical assistance as shall place them in a
position to report as aforesaid.

Carried.
Mr. McGisBoN: Where do you draw the line of distinction between
employees and officials?

Mr. FamweatHER: Of course, in our classification of employees, we are
governed by the regulations of the Dominion Bureau of Statistics, as to whether -

a man——

Mr. McGisson: Where do you draw——

Mr. FammweaTHER: Pardon me, I am trying to explain to you. We are
governed by those regulations as to whether a man is classed as an official, or
whether he is classed as an employee. For practical purposes, in the adminis-
tration of the railways, there are certain regulations that an employee drawing
more than a certain stated rate of compensation, has to have that compensation
approved by the board of directors and—

Mr. McGiseox: Excuse me, that is not what I want.

Mr. Farweataer: Just what do you want, doctor?

Mr. McGisson: 1 want to know what classes are officials, and what classes
are employees. For instance, are conductors officials or employees?

Mr. FarrweatHer: Conductors are employees.

Mr. McGieBoN: What classes are officials?

Mr. Faiewearuaer: Well, T think sir, the only way to answer your ques- .
tion, technically and accurately, would be to read the classification of employees
as given by the Bureau of Statistics. That is perfectly distinct. A man who
has, generally speaking, supervising power, will be classed as an official. A
man who has general supervisory powers would be classed as an official, and
a man who has a limited supervisory power, would be classed as an employee.
For instance, a foreman is an employee, but the superintendent of a shop is
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an official, and without getting very technical, that is, as far as I can say, it
depends upon the degree of supervision of technical skill that he brings on his
job.

Mr. McGiseoN: An official would be stationary. They would not be a
travelling official.

Mr. FarrweaTHER: A portion of them are stationary, although very few
of them.

Mr. McGieeox: The foreman of a shop?

o }\/{r. Famwearaer: A superintendent of a shop; a foreman is not an
omncial.

Mr. McGisBon: Would a superintendent be travelling for a shop?

Mr. Farewearaer: The superintendent of a division would be travelling
to a considerable extent, because of necessity his work is of such a nature that
he has to keep in touch with conditions in the region. He is called for confer-
ences at Toronto or at Montreal; but a superintendent of a shop, for instance,
would not travel to anything like the same degree as a superintendent of a
division, or a general superintendent would do. It is a matter of degree. A
superintendent of a shop would not travel as much as a superintendent of a
division. A superintendent of a division, if he is a good superintendent, is
travelling at least half his time.

Mr. McGisBon: If a superintendent of a shop is a good superintendent,
he would be in his shop.

tMr. Fammwearaer: He would be in his shop, T would say, at least 85 per
cent.

Mr. McGieeon: I can get that classification from the statistics?

Mr. FarrwreaTHER: Yes. There is a classification of employees published.

Mr. McGison: There is another question I want to ask. Disregarding
the debt of the National Railways to the country, how does the operating surplus
for the last eight years from 1923 compare

The Cuamman: I do not think they can hear you, doctor. I know the
Teporter has difficulty in getting you. Before you embark on that, may I
appoint this committee. Dr. McGibbon, Mr. MacMillan, and Mr. Duff.

Mr. Durr: No thank you, not without pay.

The Cuamman: T am sorry, T have no authority to pay. Well then, do I
take it you decline to act on this committee?

Mr. Durr: Yes.

Mr. McGiseon: You cannot do that.

w The Cuamrmax: You may, if you want to. I shall appoint Mr. Euler.
ould you repeat your question, doctor?

Sir Eveene Fiser: Will that committee sit when the House is in session?
mittg;he CuamrmaN: They can sit when they please. It is an informal com-

; Mr. McGreron: Taking the operating surplus of the road, and disregard-
I}g the debt entirely to the government, by how much did the operating sur-
Pluses fail to meet the interest to the public since 1923?

Mr. Farrwearaer: Well now, feeling that general question was one which
Would be of very great interest, in the preparation of the annual report this
year, the statement has been prepared which shows, in the consolidated period

fom 1923 to 1931 inclusive, just what has happened on the Canadian National
System. You will find in summary form on page 6 of the annual report, and
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with a schedule on page 28—with regard to your first question, you will see
on page six that the net surplus earnings—that is what you call your operating
surplus—certain items taken out of it before appropriations and interest on
funded debt in that period amounting to $254,437,554.54. That is the net
amount of cash we took in after paying our annual expenses—

The CuamrMAN: Operating.

Mr. FAlrweaTHER: And cash expenses. Now, on page 28—

Mr. McGiseon: Expenditures, $386,537,381.35.

Mr. FairwearHER: The interest charges on long-term funded debt held by
the public in that same period amounted to $386,537,381.35.

Mr. McGiseon: It took over $120,000,000 to meet the interest to the pub-
lic. 1 think Mr. McLaren said last year, in replying to a question by Mr.
Hackett, that it was about $111,000,000.

Mr. Fairwearaer: That was not interest. That was included in the year
1931, which, of course, is a disastrous year.

Mr. McGiseox: That would make it worse, of course; this does not com-
pare with it; that is my point.

Mr. FamrwearHer: This statement is a statement of cash receipts and
expenditures.

Mr. McGiseon: That does not take into consideration the deficit on the
eastern lines.

Mr. FairwearHER: This does not take into consideration the deficit on
the eastern lines; this is the Canadian National Railway report. Of course,
included in it is the inheritance of all the mistakes and failures in the railway
history of Canada.

Mr. McGiseoN: Now, you cannot get it both ways. Sir Henry Thornton
last year very distinctly stated, and he gave the figure, that it cost you no more
to bring this railway to a state of efficiency—I presume it would be in a state of
efficiency to-day—

Mr. Faewearsaer: The Canadian National is efficient to-day. _

Mr. McGiseon: Sir Henry Thornton in his evidence last year made this
statement, and gave the figures, that it cost him no more to bring the National
Railways to the present state of efficiency than it did the C.P.R., and the Sante
Fe, and other first class railways on the American continent.

Mr. Famwearaer: I do not understand you, sir. In 1923 and earlier than
that, when these various roads which now make the Canadian National Rail-
ways were assimilated into one company, the physical condition of those prop-
erties was simply beyond description. The condition of their equipment was
very bad, and the condition of the road bed was simply terrible. And to say
that it did not take a lot of money to bring those properties up to their present
state of operating efficiency is improper, and must have arisen out of some mis-
understanding.

The CuairmAN: It did take a lot of money, anyway.

Mr. McGiseoN: Listen to this, Mr. Fairweather. This is Sir Henry
Thornton’s evidence, in answer to a question by Mr. Hanson. He says, “Oh,
yes; everything that is chargeable to capital. Now, here is a new yardstick.
Within the last eight years, the expenditures on capital account on the Canadian
National, amounted to $2,069 per mile of line. On the Canadian Pacific Railway
it amounted to $1,990 per mile, or practically the same as ours.” Then it goes
on, and gives the Sante Fe and other first-class railways, and his statement was

‘this: That it cost no more money to put the railways into a state of efficiency
than it did the C.P.R.

Mr. FarrweatHER: He was not referring to the total of eight years sir, in

that, I do not think.
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Mr. McGiBoN: I think he was.

The CramrMAN: My recollection was that he was:

Mr. McGiseon: He distinctly says so. He says, “ within the last eight
years.”

Mr. Smart: What page is that?

Mr. McGiBon: Page eleven of the first report of the committee of last
yvear. He made that point, and was boasting about it, that he had brought the
Canadian National Railways into the present state of efficiency at a cost of no
more money per mile than the C.P.R. and the Sante Fe and other first-class
railways.

Mr. Farrweararr: 1 think, Dr. MeGibbon, that one thing you must keep
in mind is this: there is a distinction between capital expenditure and mainten-
ance expenditure.

Mr. McGiBsox: Of course, we know that.

Mr. Famwearaer:  Well, that is very much to the point. Now, I have
made a study of what has happened to the Canadian National Railways since
1923 and it 1s my personal opinion that at least $70,000,000 has been expended
and charged to operation for the purpose of picking up deferred maintenance
which had been permitted to accumulate on the properties during the time the
private owners of these properties were geing into bankruptey.

Mr. McGisson: How does that compare with other railways?

Mr. FarrwreaTHER: Other railways have no such problems to face.

Mr. McGissox: Of course, Sir Henry was bragging about that very point.

Mr. Fairrwrarner: I think I have heard—

The CuamrMaN: The point Mr. Fairweather is making is this, that deferred
Maintenance is not included in that, and when Sir Henry Thornton was giving

1s evidence, he was speaking of capital expenditure; I think that is very true.
ou tell us that the figures are comparable to the other systems.

Mr. FarrweaTHER: Yes, that is the point, exactly. Capital expenditure is
Such that it would cover expansions to the property, or the purchase of improved
equipment. or a better class of rail, and things like that; and when you take it
all in all, the Canadian National Railways capital expenditures were not excessive,
¢onsidering the general period of development. _

1 Mr. McGiseon: I quite understand how your equipment was down. The
ate Mr. Hays did a lot of good work on the Grand Trunk, double-tracked the
Toad from Toronto to Montreal, with heavy double track.

. Mr. Farrwearaer: A double-track railway runs down just as a fast as a
Single-track.

: The Crmammax: Doctor McGibbon, excuse me, the reporter is not hearing

What you are saying.

Mr. Heaps: Neither is anybody else.

ih Mr. McGissox: And the road that runs from Toronto North, and which goes
rough my town, there has been nothing touched for five years, in regard to
rldges and all heavier rails. There has been nothing done since, and I do not

Ik there has been anything done from Montreal to Chicago since, in the
replacing of rails and bridges.

3 Mr. Farrwearser: My dear man, we have replaced practically every mile
rail with heavier rails twice since Mr. Hays renovated that property.
Mr. McGreeon: Did you replace any bridges?

Mr. FAIRWEATHER: Yes; practically every bridge had to be either replaced
Or strengthened.
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Mr. McGiBBoN: It was double-tracked.

Mr. FAIRWEATHER: Yes.

Mr. McGisson: From Montreal to Chicago?

Mr. FAIRWEATHER: Yes.

The CrAlrvAN: It was rock-ballasted.

Mr. Farrweataer: We rock-ballasted.

Mr. McGissoN: You put that in as maintenance, not capital.

Mr. FamrweaTHER: We rock-ballasted portions of it as capital. Now, a
portion of heavier rail is capital, too.

Mr. McGiseon: Half and half?

Mr. FareweaTHER: The creosote ties is a maintenance charge, and we have
put in this property, something over $11,000,000 in creosote ties.

Mr. McGiseon: What I am trying to get at is this: how much of an expend-
iture was included in the figure given by Sir Henry Thornton last year?

Mr. FareweaTHER: All the capital portion of it?

Mr. McGisBox: That would be about what per cent?

Mr. FamrweaTHER: Well, capital expenses cover a great range of things.
The net capital expenditure of the Canadian National Railways, was $419,000,-
000. Now, that covered a great many things.

Mr. McGiseoN: The maintenance was only seventy.

Mr. FairrweaTHER: The excess maintenance was seventy,

Mr. McGiseoN: The great bulk, after all, went into capital.

Mr. FairweaTHER: No, not in that sense.

Mr. McGison: $430,000,000 of it is.

Mr. FarrweATHER: We are talking of two things, Dr. McGibbon, and if you
analyze that capital expenditure, you will find it is divided under a great many
heads. For instance, in the expenditure on branch lines, you certainly cannot
charge that to the picking up of deferred maintenance. A great deal of that
money went into construction of branch lines; a great deal more went into the
co-ordination of the two properties—or rather, four properties. We had four
separate properties to draw together. To operate that efficiently, we had to spend
a lot of money connecting them and making their facilities useful to all. And
you cannot, compare that with deferred maintenance.

Mr. McGeBon: I am just taking your own figures. Sir Henry Thornton
has given figures to show that the capital expenditure was not greater than the
others; you say the capital expenditure was $430,000,000.

Mr. FAIRWEATHER: Yes.

Mr. McGeox: You also stated you had $11,000,000 that was deferred
n}mlg.izltenance. Now, that is only seventy, compared with four hundred and
thirty.

The Cuamrman: If you will look at page 28, you will find an allocation
there of $419,000,000, and some odd, allocated to four headings. All I can say,
Dr. McGibbon, that without the analysis of the $419,000,000, and a division of
it between works which were extensions, co-ordinations and the provisions for
new equipment, and things like that, I do not see that you can make any com-
parison between the $70,000,000 and the $419,000,000.

Mr. McGissox: Except this, that the $70,000,000 is Sir Henry Thornton’s
figure of last year.

The CuamrMAN: I do not think they have any connection, because his
figures of last year were capital expenditures.



RAILWAYS AND SHIPPING 45

Mr. McLagreN: Probably this may clear up Dr. McGibbon’s question. For
the nine year period, we had expenses for maintenance of way amounting to
$397,000,000, and for maintenance of equipment of $423,000,000. It is in those
two figures that Mr. Fairweather is referring to that includes the $70,000,000
charge, and that goes to make up a net deficit in that period of $132,000,000
for nine years, or an average deficit of roughly $15,000,000.

Mr. McGiBBox: Your figures are published.

Mr. McLagren: Well sir, the question you started with, I think was a
comparison of the capital expenditures compared with other roads. Mr. Fair-
weather was bringing out the point that in this deficit of $132,000,000 for the
nine year period, there is a charge roughly of $70,000,000 for deferred main-
tenance which came in the amalgamation period that should have been taken
care of prior to 1923.

The CuamgMAN: Thereby increasing the $132,000,000 deficit.

Mr. McLagren: Right.

The CuamrMAN: Shall we go on with this analysis, or have you any further
Questions on that point?

Mr. McGissoN: Not just now.

The Cramman: Shall we take up the annual report in the absence of Sir

enry Thornton? I do not see any reason why we should not. We have with
Us an analysis of the operation of the road, and copies have been distributed
to the members of the committee. If there is no other collateral business, we
shall take up the annual report.

Mr. Stewarr: Do I understand you are going into the house transaction?
_ The Cuamman: If it is the wish of the committee. I am not promoting
1t. 'We have not dealt with that, but if it is the desire of the committee to deal
with the question of the house, we may do so at once. :

Mr. Stewarr: How long would it take to get all the documents?

The Cuameman: 1 should think we can ask the management to produce
a copy of the resolution passed by the board of directors, along with any inform-
ation that has been reduced to writing in the matter under submission, and a
‘memorandum which would cover the whole transaction, for the information of
the committee. I think that is comprehensive enough to cover it, and we can
consider it when we get it. Will somebody make a resolution along that line?

Mr. Stewarr:  Yes, I will. -

The Cmamman: Mr. Stewart moves that the management be requested
to submit to the committee as soon as possible a copy of any resolution passed
Y the board of directors in relation to the transaction and any other informa-
tion that is of a written character, and a memorandum covering the whole
transaction. Is that comprehensive enough?

Mr. Durr: To the committee as a whole.

The CramrMAN: To the committee as a whole; it has nothing to do with
the subcommittee as appointed. Shall we take up the annual report, or is there
any other collateral matter upon which the committee would like to give direc-
tions at, this time.

) Mr. MacMiiax: Mr. Chairman, there is a matter of passes that are
anded out by the railways. I understand passes are scrutinized by the Ral'l-
r}’lay Commission; but they get over the issuing of passes by issuing tickets, in
the form known as D. 45. 1 think the C.P.R. are in the habit of passing out
those passes also. I should like to get a return of the number of D. 45 tickets
Issued by the Canadian National Railways issued in the last three years.

The Crmamvan: This is a matter, gentlemen, which I think is bound to
ctome before this committee, and I have had the opportunity to so inform Sir



46 SELECT STANDING COMMITTEE

‘Henry Thornton. I asked him to have a statement prepared, but I should like
to call your attention first to the provisions of the Railway Aect. It is a 'matter
of statute, applicable to the Canadian National Railways as well as the
Canadian Pacific Railways. Section 345 is the section, and it might be just as
well to read the section into the record, and the committee will know what
parliament intended in this regard. Section 345, chapter 107. (Reading.)

Section 345.

Nothing in this Act shall be construed to prevent (a) the carriage,
storage, or handling of traffie, free or at reduced rates, for the Dominion,
or for any provincial or municipal government or for charitable purposes
or from fairs and expositions for exhibition thereat, or the carriage
free or at reduced rates, of destitute or homeless persons, transported by
charitable societies, and the necessary agencies employed in such trans-
portation, or the carriage at one half the regular single fair of ministers
of religion, or persons exclusively engaged in charitable, religious, or
eleemosynary work.

(b) The issuing of mileage, excursion, or commutation passenger
tickets, or the carriage at reduced rates, of immigrants, or settlers and
their goods or effects, or any member of any organized association of
commercial travellers with his baggage.

(¢) Railways from giving free carriage or reduced rates to their own
directors, officers, agents, and employees, or their families, or to former
employees of any railway or for their goods and effects, or between points
within the province to members of provincial legislatures or to members
of the press or to members of the Interstate Commerce Commission of the
United States, and the officers and staff of such commission and for their
baggage and equipment or to dependent members of the families of mem-
bers of the Senate, and House of Commons of Canada, and members of
the board and such officers and staff of the board, as the board may
determine, and for their baggage or to such other persons as the board
may approve, or permit; or

(d) Railways or transportation companies from exchanging passes
or free tickets with other railways or transportation companies for their
officers, agents, and employees and their families, goods and effects, or
from issuing passes or free tickets to officers and employees of the Depart-
ment of Railways and Canals, or their families, and their goods and
effects, or a similar interchange of passes or franks with or by telegraph,
telephone and cable companies.

(e) Railways from giving free carriage to the Governor General and
staff, and families and baggage and equipment.

Provided that the carriage of traffic by the company under this
section may, in any particular case, or by general regulation, be extended,
restricted, limited, or qualified by the board, and the board, in or by any
order or by general regulation, may prescribe the forms to be issued or
used by the company for the carriage of traffic at free or reduced rates
under this Act, and the terms and conditions applicable thereto, and the
records to be kept by the company of all such traffic carried and of all
passes, free and reduced rate transportation issued or given by the com-
pany, and shall require the making of periodical returns duly verified
by affidavits to the board in respect thereof, and it shall be the duty of the
board tc()1 examine such returns with a view to seeing that the law has been
observed.

2. Whenever the board sees fit, it may require the company to grant
and issue commutation tickets at such rates and on such terms as the
board may order.
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Now, there is the law.
Mr. BorawrrL: What is the number of the section?

The CuarrMAN: Section 345, chapter 107. I understand there has been no
amendment to that, but that is subject to checking by the law clerk, who is
bresent. That is the law, gentlemen, and there is the problem that is raised
b}; the charges that have been made in the Senate and outside. If you will
refer—

Mr. Durr: What were the charges?

The Cmamman: Well, Senator Black made a speech in the House on the
16th March, 1932. If you will look at page 131 of the Debates of the Senate
of Wednesday, March 16, you will observe the following,

Mr. BoraweLL: 1932°?

ol The Cmamrman: This very last month. On page 130 the speech is as
Ollows:
“ Now, I come to another question that affects the railways and the
country as a whole, and that is the system which we have here—and it
prevails all over this continent—of issuing passes.”

It is g very long extract, and I do not know whether the committee would like
0 hear it read or not. I will give you the citation, anyway. At page 131, he
8lves certain concrete illustrations of what he represents to be an abuse of the
System. I am not passing any judgment on that at all, I am just offering this
Information to the committee, for what it is worth. I should not like to see a
1scussion continued to-day on this question in the absence of Sir Henry Thorn-
on, because I have no doubt he would like to be present, and to make his
efence if any is required. I do not say that he is on trial at all, but I want
to be, as far as I am concerned, scrupulously fair to him, and I believe that
every member of the committee does also. I would suggest that we do not go
mto the matter in any detail to-day. It has been brought out, and I would
Suggest that, discussion be returned to at a later stage, when Sir Henry Thorn-
ton s present. This suggestion is offered in all good will to the committee, but
the?e 18 no reason why this committee, in the pursuance of the discharge of its
uties, should not ask for full information as to how the provisions of the Rail-
Way Act have been observed by this company and the other company.

b . Mr. Durr: Did Senator Black charge abuses had been carried on in the
Usiness ?

; The Cramman: It is a matter of opinion what he did say. I am not read-
1€ the whole thing. '

‘Mr. McGison: Why not read it?
-, Mr. MacMrzan: Are they limited to 40 minutes in the Senate?

re;d?th e CramrmMan: No, I do not think they are. It may be just as well to

th 1;1/11‘. Power: If we are going to investigate this matter, we might as well put
€ charge on the record.
Whicrlrl;h}f CHATRMAN : I am not calling it a charge—a statement, at any rate,
of thi € made. I might say to gentlemen of the committee, that as chairman
of 1h S committee, T have received a good many communications from members
- 'eet public in regard to what they claim to be abuses of this system, with
reag-oc to transportation on the railways, and that it is one of the contributing
to-q ns Why the railways are in the position in which they .ﬁnd them_selves
& deiy'. It 1s a natural sequence, if there is an abuse of the privilege, that it has
& 1;ﬁ}ﬂlen’uavl effect on the earnings of the railway; that, of course, if one of
read tklxngs they complain of. If it is the wish of the committee that I should
€ Speech or the extract from Senator Black’s speech, I shall do it.
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Mr. Stitr: Put it on the record; never mind reading it.
The CHAIRMAN (reading):

I do not believe that the giving of passes is a good thing. Members
of parliament travel free, not by virtue of having passes, but by law;
nevertheless, in the eyes of the public they travel on passes. I am quite
willing to admit that probably there are very few men who get more real
use out of their transportation than I do, for my business keeps me on the
train a good deal of the time; but if, in the interest of economy and to do
away with what I regard as a very great evil, it were necessary that
members of Parliament do without free transportation, I would say by
all means let us do without it. If desirable each and every senator or
member of the House of Commons could be given a travelling allowance
based on the average cost of the transportation now provided for mem-
bers of parliament.

Honourable gentlemen are aware, I suppose, how the system of
passes in vogue in the United States and Canada operates. In this
country free transportation is granted under certain conditions drawn up
by the Railway Association of Canada. A similar arrangement is in
existence in the United States, and the two organizations work together
almost as one.

I do not know what he means by that; that is a general agreement between the
railways. Is that the idea?

Mr.HUNGERFORD: Yes,

The CuArMAN: Outside the Railway Act?
Mr. HunNGeErForD: No, within the railway.
The CuARMAN: (reading)

The general basis is this: if a man employed on a railway in Can-
ada, whether as a sectionman, or a brakesman, or otherwise, has served
one year, he is entitled to three passes over the territory within a radius
of 1,500 miles; after two years’ service he is given four free passes; after -
the third year five, the fourth year six, and the fifth year seven. After
three more years he is entitled to one foreign pass, which will take him
from the Atlantic to the Pacific, down the coast to California, and back
by some American roads into Canada. After_a man has been employed
for ten years by either of our railways he receives a pass for himself and
his wife, which is good every day in the year in the region in which he
resides. After fifteen years he is given, for himself, and his wife, the
same privilege extending over two regions. After twenty years or more
he has a free pass for himself and his family, good year in and year out,
all over Canada, in addition to which he receives yearly foreign pass if
he desires to use it. I do not find any fault with the railway employees
for making use of these passes. They are quite entitled to do so in every
respect, because they do it under the regulations of their own organiza-
tions and with the consent of the government, though not by law.

Possibly that statement is not quite accurate.
Mr. Fraser: Is that a regulation of the Board of Railway Commissioners?

The CuammaN: Noj; it is a regulation of the Railway Association of
Canada.

Mr. Fraser: And it is authorized by the Board of Railway Commissioners.

Mr. Smart: It is more or less an agreement between the railway companies

as to what they should do; but it is always within the Act; it is always within
the requirements of the Railway Commission,
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Mr. MacMiLrAN: These abuses that the Senator is speaking of, and what
you are reading from, are they passes or tickets?

The CHAIRMAN: Passes.
Mr. MacMiLLaN: D. 45 is the form I have reference to.
The CHAIRMAN: I do not know what D. 45 is.

Mr. MacMirraN: I understand that is a form. Is that correct? Is D. 45
Your form? Have you a form known as D. 45, a ticket that is given out?

Mr. HuNGerForD: I cannot answer that offhand. I do not know.

. The Cuamman: I understand this refers only to passes which are regularly
Issued, and are within the operation of the law, and the regular regulations
made under the law.

Mr. MacMirran: It is the ticket business I am particular about.

The CuAmRMAN: (reading)

The Railway Act says that nothing in this Aet shall prevent the
giving of these passes, and when the railway managements, with the
Railway Association, make up their schedules and issue the passes, I do
say, however, that in periods of depression there is nothing which makes
the ordinary man in the rural district feel more resentful than the fact
that his neighbour and his neighbour’s wife and son and daughter are
going up and down to the market towns free of cost.

Hon. Mr. LyNcH-STAUNTON: Can the honourable gentleman say as
a matter of fact whether they get reduced prices for meals on the trains?

Hon. Mr. Brack: I prefer not to touch on that now.

Let me illustrate what I mean. A young man working on a section
of the railroad receives perhaps $3 a day, and the man next door—he may
be this man’s father, his brother and his cousin—who works on a farm
gets $1.50 or $2, and thinks he is lucky to get it in these times. But there
is a further difference. When the chap who works on the railway wants
to go to the neighbouring town, or to market, where he can get things
very much more cheaply because of chain stores and that sort of thing,
than he can at home, he travels free, and he takes his wife with him, and
brines home his truck, whereas his relatives and chums have no such
privilege. They resent it. I know intimately what I am talking about,
because this has been thrown up to me time and again. I hear it almost
daily when I am travelling in my own locality, and I am satisfied that
any honourable gentleman who goes about the country very much is
aware that there is a real feeling against the railways and the railway
employees because of this free transportation, which costs millions of
dollars yearly.

Let me tell you of two instances that I saw with my own eyes. Not
very long ago, on February 28, to be exact, there was a special train put
on, not far from here—I can name the place if you want me to—to take
Some people to a hockey mateh. It was a rough night and that train
was not as well patronized as might have been expected. There were
116 passengers on the train, and of that number 72 were travelling on
basses. In other words, 72 were employed by the railway, or were in
Some way connected with it, or had a father, brother, or other relative
Wwho was’ connected with it.

Another case that I have in mind is this. I got into a train in

ecember, 1930, and went into a first-class car: it was filled up. There
Were two men; the rest of the passengers were women and children. I
Noticed that they had baskets with them. Undoubtedly they contained
eir lunches. It is easy to recognize a lunch basket. I was looking
see whether any of my friends were on the car, but these people evi-
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dently had come from beyond my territory and I did not know any of
them. I asked the conductor who they were and where they were going,
and he informed me they were going to Moncton to do their Christmas
shopping. I said: “Have they hired the car? They look as if they
were going to live in it for the day.” He said they had not, and
then I remarked: “I suppose they are all travelling on passes.” He
said they were. That car, which could accommodate about eighty per-
sons and had about seventy in it, was dropped off, and on the return
journey was picked up again and taken back to the place from which it
came. You cannot blame those people at all. They were the wives
and children of men working for the railway, and were quite within
their rights in going to Moncton to do their Christmas shopping. But
what do the other men and women who live in the same town with them
think? They travel 120 miles free—that is about the distance that par-
ticular car went—but have to pay for a return ticket $5.85, if I am not
mistaken. That is not a large amount, but if you multiply it by sixty or
seventy, and if such an incident occurs once or twice a week, it becomes
a matter of some magnitude.

What is the pleasure of the committee in regard to this matter?

Mr. Power: I would suggest that the matter be dealt with by Senator Black
moving in the Senate that there be an amendment in the Railway Aect, providing
thereby power to correct those abuses. It has nothing to do with us. It is a mat-
ter for the department to decide whether they are going to enlarge the scope of
railway passes or restrict them.

The CuarMaN: It is a matter of policy for the companies themselves.

Mr. Power: I do not think it has anything to do with us.

The CHaIRMAN: Mr. MacMillan raised the point. If it is true, it is important,
that the railway management handed out free transportation over and above the
Railway Act.

Mr. MacMiLan: I understand, in fact one of the officials of the Cana-
dian Pacific Railway told me that they were handing them out, and I want
to know to what extent this practice is going on.

The Cramrmax: Would it be fair to put this to the management; that at
a subsequent session of this committee, they hand to this committee a memo-
randum indicating to what extent, if any, they have gone beyond the provi-
sions of the law. So far as I am concerned, if it is true, it may be a very
expensive thing for the railways. There is a local angle to this matter too,
which affects the community. In the city of Moncton there is a large mail
order house which does an over-the-counter business. If you travel on the
train from Fredericton to Moncton, especially in certain seasons of the year,
vou will find a very large amount of passenger traffic going into Monecton for
the purpose of making those purchases.

Mr. Power: That right is a Maritime right; derived from the Intercolonial
Railway. It is a Maritime right they have enjoyed for generations, and you
must not deprive them of it. If you do, there will be a revolution.

Mr. MacMiLan: I think the information should be available. T should
like the railway companies to give us the information as to the number of those
passes or tickets, not passes. I do not want to confuse the pass business with
the ticket abuses. Whether it is within the Act or not, I do not know. I should
like to know the number of tickets that the Canadian National Railways has
handed out in the last few years.

The Cuairman: Cannot you make a general statement as to the amount of
transportation?

Mr. MacMiLLax: We can get it from the C.P.R.—
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The CuamrMAN: I do not know; we have no jurisdiction over the C.P.R.
What you want to know is the number of transportation facilities, if you put it
that way, that have been handed out over and above that which comes
within the Railway Aect, and translated into money, what is the cost to the
country, in other words?

Mr. McGiseoN: Might I make a suggestion, which is, that you also include
t}tle passes that have been issued for transportation on boats to the West Indies,
ete.

Mr. MacMiLLan: Get the whole works.

The Cuarman: I would suggest we leave that until we come to the question
of steamships.

Mr. McGisBon: Except you might get the whole return at once.

The CmamrmaN: That is merely my suggestion. It is for the committee
to decide what they want.

Mr. MacMiLLan: Do you want a motion to that effect?

The CuamrmaN: Yes. I do not want it to come from the Chair; I am trying
to further what you want. .

Mr. MacMinraN: I would move that the railway company furnish this
Committee the number of tickets, I think it is form D. 45, that they have issued
0 the last three years, giving the figures by years, and the amount of money

at would be involved had the regular rates applied to the issue of tickets.

The Cruamman: Is that the wish of the committee?

. Mr. Beausien: Before it goes through, may I suggest this: if this committee
IS going to investigate violations of the Railway Act, I think we are away beyond
our jurisdiction, because I think it is unfair to bring forward to the public the
a5110_11nt of railway tickets, in violation of the Railway Act that the Canadian
ationgl Railways are issuing. I understand they do issue tickets in the way
Ol advertisement. I understand they give—if my information is incorrect I
Would be very glad to be corrected by Mr. Hungerford—passes to the press—

The Cuamrman: That is all within the law. They have always been
extended the privileges of passes.

i Mr. Beavsien: I think it is unfair to ask one railway system, because it
3 under public ownership, to give this information. If you are going into the
qu.eSthn, why not investigate the whole violations of both railways. I do not
inln 1t is fair to the Canadian National Railways. I have no objection to the

Vestigation at all. If the Canadian Pacific Railway and the Canadian
anazi lonal Railways are violating the Railway Act, I think we should know it,
b L T think Parliament is entitled to know it. I think we are going too far by
avl_ng one railway company in Canada to bring all this information, and not
thi lf{‘g_ any jurisdiction to ask the information from the other railway. I do not

DK 1t is fair; T think we are going just a little too far.

and M., MacMiran: This is not an investigation at all. All I have asked,
s all the resolution asks for, is information in regard to those tickets. There
j‘u riom?th_mg in what my friend says about the C.P.R. Apparently we have no

Sidiction over the C.P.R. If we get this information from the C.N.R., then

gesﬁgﬁlgrgé)%kgg&get somebody to get it from the C.P.R.; I think it is only fair

Mr. Beaupiey: Might I suggest to Mr. MacMillan, if this information is

brOUght forward by the Canadian National Railways to this committee, it will
80 on the record,

Mr. MoGspon: That is where we want it.

el Mr. Bravpmen: If it goes into the record, it will go about the country. If it
out to the publie, the public will get it in this way, that the National Rail-



52 SELECT STANDING COMMITTEE

ways are violating the Railway Act as to rates, and they have thereby lessened
the revenue of the Canadian National Railways. If we are going to have an
investigation, I repeat again, on the violation of the Railway Act, let us have that
investigation by the Committee on Railway, Canals and Telegraph Lines. If
we are going to be fair, I think that is fair.

The CHARMAN: Of course, that is not the motion.

Mr. BeauBien: That is praetically the motion.

The CHAIRMAN: The motion is to ask for information. That is the point.
If there has been no violation, they might answer there has been no violation of
the Act.

Mr. BeausieN: Hs is asking for the number of tickets used.

The CHAIRMAN: Yes.

Mr. Beaunies: If we ask the railways if they have issued tickets in con-
travention of the Railway Act as it reads, and they say “ No,” that is all right.
If they say “ Yes,” you are asking for the numbers in violation of the Railway
Act; and to do that to the Canadian National Railways I do not think is fair.
That is my opinion.

Mr. MacMizzan: I do not know it is in violation of the Railway Act. My
friend may be a lawyer, and he may know more about it than I do. I cannot
say whether it is a violation of the Railway Act or not. I am asking a simple
question, and that is all. I am simply asking the railway company, which is a
great charge upon this country, and the Canadian Pacific Railway are getting in
the same position. We are appointed by parliament to carry out, as far as we
can, in the limited time at our disposal, some sort of an investigation into this
matter. It is a well-known fact that charges are laid against the Canadian
National Railways. I am the best friend the Canadian National Railways have
—perhaps they do not think so, but T am. There have been rumours of extrava-
gance in certain directions in the railway, and the committee that can put some
of those things right are doing a great service to this country when they put
them right. If this transportation has been handed out In a promiscuous man--
ner to any large extent by both of those railways, perhaps this is one place
where we can block up a big hole.

The CuARMAN: I see no objection to the information being asked for.

Mr. BeauBien: I object to information being broadcast.

The CuatRMAN: That is a matter for the committee. They may decide
not to broadcast it.

Mr. BeauBien: How are you going to avoid broadcasting it?

The CuarrMaN: We avoided last year broadeasting it. If it had been
broadeast, probably it would have saved some money for the public. It was
held that they were not entitled to it, but I am not so sure.

Mr. BeauBien: My friend made an observation in regard to my being a
lawyer. I am not a lawyer.

The CHAIRMAN: Mr. Hungerford has observed to me that both roads
ought to be on the same basis. I agree entirely with that. I do not see how
we can do it, except by this way: we have jurisdiction over the National Rail-
ways; we have none over the Canadian Pacific, but we can make a recom-
mendation to parliament that the Railway Board should look into the question
of the C.P.R. and undoubtedly they have jurisdiction—to see whether their
rules and regulations and laws have been violated. I think we shall leave it at
that.

Mr. Beauvsmen: If that is your suggestion, along with the suggestion of
Mr. Power, would it not be just as well to allow the matter to stand as it is,
and make a recommendation to parliament for the Board of Railway Commis-
sioners to investigate it.
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The CualrMAN: How are you going to make a recommendation? On
what basis will vou make a recommendation unless you know what the fact is?
Now, if there is no abuse, that is all right. If there has been no violation of
the law, no harm has been done to the National Railways or anybody else. If
there has been a violation of the law, then this committee can deal with it. As
it is, we can only deal with it by a recommendation to parliament, asking that
the Board of Railway Commissioners go into the matter and clean it up, if
there is a situation to be cleaned up. That is all we can do about it.

Mr. BeauBien: The point I want to make is this: I have no objection to
the investigation going on; none whatever. It is perfectly proper; but I do not
think it is fair to have one railway system bring out the information, unless
you get the information from both railway systems. I do not doubt they have
been violating the Railway Act, and quite properly so, in some instances. It is
not a moral sin. This is the only objection I have: the information will be
obtained from one railway only.

The CruamrmaNn: I have tried to point out the lack of jurisdiction on the
Part of the committee. I see no objection to the information being asked for
by Mr. MacMillan being forthcoming. I think the railway company, in its
Own interest, ought to produce the information. If the answer is in the negative,
as far as this committee is concerned, that ought to be satisfactory. If it is in
the affirmative, and the law has been violated by a custom which has grown
up over a period of years, and we come to the conclusion the law has been
Violated, we can make a proper recommendation to parliament, and I have no
doubt that evil will be cured. The best cure for evils of this character is a little
Publicity. What is your pleasure in regard to the motion?

Carried.

Gentlemen, it is nearly one o’clock. Shall we take up anything else this
Morning ?

Mr. Mun~: At the next meeting I should like to have some information
from the officials in regard to tie contracts which were placed this past year.

The CrarrmaN: There is no reason why they should not produce that.

Mr. Muxw~: The railway committee, I think, authorized the purchase of
Something like 2,000,000 ties. I should like to have an idea as to the amount
of ties purchased, and what price was paid for them, and how many had been

elivered.

Mr. Beausmen: Might I ask that the officials of the Canadian National Rail-
Way give this information. I have had a lot of correspondence, and there have
J€en rumours in the country as a whole, substantial rumours, in regard to
Mprovements to the Chateau Laurier or changes that were made in the Prime

émsftir’s house. I should like to ask who it was requested by, and what was
cost.

The CuArMAN: What he pays?
Mr. Brausien: What he pays.

You 'Iv:,he CHAI_RMA‘N: As fa_r as I am concerned, you can have the information.
il find it will be entirely satisfactory.
. Mr. Brausiex: I am not saying it is not, but I would like to have it to do
Justice to the Prime Minister.
Mr. Cramrmax: I am quite sure you are actuated by that desire.
When shall we meet again?
Mr. Stewarr: At the call of the chair.

He The Cramman: Sir Henry is ill; T am not very keen to go on in his absence.

48Z&'zam‘cs to be here himself, and in deference to him, I think we ought not to
6263
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go too far in his absence. What would be a convenient day? Next Tuesday?
Of course, we ought to remember this; the session is getting on; we shall have
to do very intensive work.

Sir EveeNE F1seT: Once we have gone through those special questions asked
here, I do not suppose we are going to go through the whole report as we did
last year—

The CrAtRMAN: I do not see how we can.

Sir EveeNe Fiser: I think it will be quite satisfactory to this committee,—
after we have the answers to those special questions, I think we can bring the
proceedings of this committee to a conclusion very quickly.

The CaaremaN: There is always this to be considered: that there is at
present a commission functioning, and they are dealing with, to a great extent,
many of the problems that quite properly come before this committee. I had
hoped, because of that, the deliberations of the committee might be shortened.

Mr. Power: It would be—

The CuaiemaN: I have been given to understand that they have made &
very intensive study of the problems in relation to transportation, and I am
also informed by Mr. Hungerford that they are exercising their functions. Shall
we sit this day week?

Mr. BEauBieN: At the call of the chair.

The CuarrMAN: All right.

Committee adjourned at the call of the chair.



Room 231, House or COMMONS,
April 19, 1932.

The Select Standing Committee on Railways and Shipping met at 11 a.m.,
r. Hanson presiding.

The CHAmRMAN: Gentlemen, I am sure we are all very glad to welcome
back Mr. Chaplin and to see him in such good health. As is well known to
everyone, I am merely his locum tenens, and since he has returned from his
trip to the coast I would be delighted to resign the chair in his favour. I ask
the committee to act in the premises.

Hon. Mr. CuaPLIN: These remarks perhaps call for a word from me. I
ha_Ve no wish to have the committee do any such thing. I am sure the com-
Mittee are carrying on to the very best advantage. I will be glad to retain my
Membership in the committee and do anything I can to aid its work, but I am
Dot in a position and do not want to be worried by the chairmanship.

The Cuammman: We all realize that if Mr. Chaplin had not been obliged
to go west he would have been chairman of this committee. I have another
Committee, not a very onerous one. I certainly would be delighted to resign
48 chairman here. I would like to know what the committee desires done in

¢ matter. I am tendering my resignation as chairman.

Sir Eveene Fiser: We do not accept it.

The Cramrman: Well, gentlemen, I will do the best I can with the support
of the committee. .
I think we should now take up the regular agenda of the committee, that
18, consideration of the annual report of the system for the year 1931 and the
estimates for the year 1932. Other matters are more or less collateral, but I
Ink we should now start in on this regular work with a view to getting
tough. I have in mind when I say that, that a great many of the matters
Which thig committee have in the past had to consider, and will have in the
Uture, are this year being considered by the Royal Commission. It seems to
e it would be more or less duplication of work for us to take them up. But I
0 Mot want that remark to be construed as shutting out anybody in the com-
I‘E}tt_ee who desires to bring anything before the committee. The Royal Com-
mISS}On of course have a permanent secretariat which has been in constant com-
almlcatlon with both railway systems collecting and collating an immense
mount of data and putting it in shape for their report.
s So if it is the wish of the committee we might take up this morning the
prnual report of the system. This I understand has been distributed and I
€Sume has been read by all. What is the wish of the committee?

Mr. StEwart: Proceed as outlined by you.

GhaiThe CHAIRMA:g: If the members of the committee read the letter of the

% 'man and president to the Minister of Railways, it seems to me that is a
ry full document and one that should be gone over with a great deal of care

st,y the committee. I will ask Mr. Fairweather to read the opening part of the
atement by the chairman and president.
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Mr. FAIRWEATHER (reads):
MoxNTREAL, March 24, 1932.

To the Hon. R. J. ManioN, M.D., M.P.,
Minister of Railways and Canals,
Ottawa, Ont.

SiR,—On behalf of the Board of Directors, I have the honour to
transmit the report of operations and affairs of the Canadian National
Railway System for the calendar year 1931. The report consists of three
sections as follows:—

(1) The financial results and statistics of the Canadian National
Railway System excluding Eastern Lines.

(2) Financial results and statisties of the Eastern Lines as defined
by the Maritime Freight Rates Act, 1927.

(3) Combined income statement of the System including Eastern
Lines.

The consolidated balance sheet and the schedules thereto include the
Eastern Lines with the exception that, in accordance with the provisions
of the Maritime Freight Rates Act, deficits resulting from the operation
of the Eastern Lines have been excluded from the Canadian National
results. The accounts have been examined by chartered accountants
representing the Dominion Government and have been certified to as
exhibiting a true and correct view of the affairs of the System.

For the third successive year the operations of the Canadian National
System reflect the effect of the world-wide business depression, which
first appeared in July, 1929. Since that date the trend of traffic receipts
has been continuously downward. The year 1929 showed a decrease as
compared with the previous year of 5:53 per cent; the year 1930 was
17-22 per cent below 1929; the year 1931 20-28 per cent below that of
1930. The operations of the System at the close of 1931 reached a level
of 37-65 per cent below 1928. The depression is so wide and involved
that a discussion of its causes and suggested remedies can form no part
of this report. It is sufficient to say that the depression is probably
without parallel in its intensity, and as a result those responsible for the
administration of the property have been faced with a problem of unpre-
cedented difficulty in adjusting services and expenditures to the rapidly
changing traffic conditions.

The operating revenues during the year 1931 showed a reduction of
$45,095,810.15 as compared with the previous year, a decrease of 20-3
per cent, closely in conformity with the experience of the more important
railways on the North American continent which showed a decrease of
20-7 per cent. To cope with such a decrease in traffic, following sub-
stantial decreases in the two previous years, while at the same time to
maintain the property in reasonably efficient condition and to provide
transportation services essential to the country, called for extraordinary
measures of economy. Salaries, rates of wages and hours have been
reduced; the staff of employees has been decreased; many agency sta-
tions have been closed; a severe curtailment of train service has been
instituted and capital expenditures have been curtailed. A program of
extraordinary economies was introduced progressively as the situation
developed and the effect will be manifested more completely in 1932 than
in the year under review. The management has so far endeavoured to
avoid the accumulation of such deferred maintenance as might consti-
tute a serious future liability on the property.
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The effective budgetary control of expenses inaugurated during the
previous year, was further strengthened in 1931 by the formation of a
Finance Committee composed of three directors expressly charged with
the close serutiny of all expenditures, and it may be said that all officers
and employees of the Company are aware of the dangers and difficulties
arising from the present situation, and are loyally and continually devot-
ing their best efforts to secure a maximum of economy.

There was a decrease in operating expenses of $26,085,904.93, 133
per cent as compared with 1930. The average reduction in expense of
Class 1 roads in the United States was 17-9 per cent, and as it is more
difficult for a system with low traffic density than for a system with high
traffic density to reduce expenses, the percentage reduction achieved by
the National System during the year 1931 compares favourably with the
experience of Class 1 roads of the United States which enjoy twice the
traffic density of the Canadian National System. There is, of course, a
vast difference in the extent to which operations of railways, as compared
with other industries, can be curtailed. In times of depression most indus-
tries can close unprofitable branches to effect a necessary reduction in
expenses, as there is always a close relationship between production and
consumption; on the contrary a railway must give a reasonable service
to the public each day throughout the year, if serious inconvenience is to
be avoided.

While conditions arising from the depression have had a profound
effect upon Canadian business, and have produced a crisis in transporta-
tlon affairs presently under review by a Royal Commission, it should be
remembered that Canada is favoured among the nations of the world;
that the future of our country rests upon sound foundations, that its
potential resources are unimpaired.

% Mr. Stewarr: Last year I think there was some statement made by the

tha‘nagement that arrangements were being made with the other railway whereby
€y would be enabled, by their new express rates and other arrangements
ade, to compete more favourably with the autos and bus express rates. Have

?’nou Mmade any further arrangements, and have you been able to compete any
OTe successfully than in previous years?

Th Sir Henry TaorxTON: The answer is that some progress has been made.
€ two railways are working in accord with a view to retaining as much traffic
! € rails as compared with that which has gone to the highways as possible.
Kisa tf}Ve tried with success the experiment of moving on local passenger trains
in org 4n car-lot freight. We have adjusted the time of certain freight trains
Petiti er to give quicker delivery e_md meet more effectlvely the hlghway com-
still on.  And we h:}ve undex_‘ consideration with the Car_ladlaq Pacific Rallwyay
Oslmore far-reaching and important methods of dealing with the situation.
€ are still under consideration.
OnlyAOS far as competition with highways goes, the plain fact is that there is
i 43 nne way to compete, and that is to compete. What I mean by that is,
offer aoq good for ‘the railways to expect to retain traffic to their lines if they
ha inst~erv1ce which is not commensurate with the highways, because obviously
So Wheruinentahty which offers to the shipper the best service gets the business.
1t megq 0 1 say that there is only one way to compete, and that is to compete,
08 by measurably meeting the character of the competition.
Hon. Mr. EvLex: You do not necessarily mean that you might go into the
€ method of transportation?
OGtie ilfr Hexry TrORNTON: That may be, that is exactly what I do mean.
consiq the avenues which we are exploring now, and one of the methods under
pos eration is to meet highway competition with the same character of service,
1 collection and delivery.

Sam
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The CHAIRMAN: Before you do that, will you not have to get the provin-
cial jurisdictions to pass proper regulatory legislation?

Sir Hexry THORNTON: That is undoubtedly true. My own personal views,
for what they are worth, are simply this, that in meeting” this situation those
who use the highways should be obliged first to pay such a charge for the use
of the highway as is commensurate with the use they make of it. In other
words I see no reason why those who use the highway should be provided, either
at the expense of the province or the state, with a highway free of charge, or
substantially free of charge. In other words, if some individual is going to use
the highway for transportation purposes he ought to pay some charge commen-
surate with the use he gets from it. ‘

Secondly, the vehicles which use the highway for commercial purposes
should be limited both as to size and speed, first to prevent undue destruction of
the surface of the highway, and secondly, not to interfere with the reasonable use
of that highway by others who use it. For example the size of a truck or com-
mercial vehicle which uses the highway should be somewhat less than half the
width of the travelled highway, in order that other vehicles may pass it with
safety and convenience.

Thirdly, the rates, both for passengers and freight, which are charged by
companies using the highway, should be subjected to the same review as is the
case with respect to railway rates and fares.

Fourthly, those to whom passengers and freight are confided for movement,
that is to say those who operate the vehicles on the highway, should be sub-
jected to some reasonable examination to ascertain that their physical condi-
tion is such as permits them to use the highway with safety. :

Hon. Mr. EvLEr: Do you think the highways now, generally speaking,
are sufficiently wide and constructed strongly enough to carry this heavy traffic?

Sir HeNry THORNTON: I should say in some cases yes, but in many cases
no. For example, I suppose all of us have had experience of trying to pass a
motor-truck whose width is such that it occupies at least half, or more than
half, of the travelled way. It is exceedingly difficult for the private individual
driving, say on Sunday afternoon, with his wife and family, to pass safely a
vehicle of that sort. s

Then again the axle loals on some of these commercial vehicles are of such
magnitude that they seriously damage the surface of the highway, and in cer-
tain cases strain the bridges perhaps to an unsafe point. It is exactly like a
railway. On the railway we have to adjust the axle loads of our locomotives
and cars to suit the strength of the bridges on the railway. The same thing is
more or less true with respect to the highway.

To go back to what I was saying a moment ago, I think it would be unwise
and unsafe to confide a bus-load of passengers to a chauffeur who may be a
perfectly good chauffeur but who may be afflicted with heart disease, who may
perhaps at any time have an attack of some sort which would jeopardize the
lives of others. 1

The CHAIRMAN: Or might be drunk.

Sir Henry THorNTON: Well in fact the drunken man is always a danger
to the community, no matter where you find him. But as you are aware, on the
railway, trainmen and engine-men are subjected to fairly rigid physical exami-
nations to insure that they are in sufficiently good physical condition to carry
on their duties both as to vision and colour-blindness and all those physical
attributes which they must have if they are to operate trains safely and suc-
cessfully.

If those four things that T have touched upon were dealt with effectively,
then I feel that the railway would be on a fair comvetitive basis and will then
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have to take its chance. I am the last person in the world to advocate any
restriction of the use of the highways that is in the interest of the public. I
speak for the railways as a whole, not the Canadian National particularly, my
feeling is that the competition ought at least to be fair, and when it is fair then
we have got to take our chances, and I think if it were reduced to a fair com-
petition we could probably recover a very fair proportion of this traffic which
1S now going to the highways. But there is no question but what a measurable
Proportion of the traffic which has left the railways and gone to the highways
will stay on the highways, and we cannot get 1t’back. As a matter of fact there
1s some of this transportation that we would just as leave kiss good-bye and
see it, go, more particularly short-haul traffic, which is the least remunerative
traffic that a railway handles. - :

This has been a somewhat long dissertation, I hope you will pardon me for
going into these details, but that broadly represents the point-of-view, I think,
of all railway officers who have given the matter intelligent consideration.

Hon. Mr. Maxto~x: Is it not correct that if you do go into the motor busi-
ness to a certain extent in competition, that the two railways are likely to go in
together in anything they do? Are there not some conversations going on?

Sir Henry THORNTON: Yes, that is unquestionably true. This is not exclu-
sively a Canadian National problem and 1t 1s not exclusively a Canadian Pacific
problem, it is a railway problem, in which both the larger railway systems of
Canada are vitally interested, and we are endeavouring to solve this problem
Jointly, and to do jointly that thing which will bring to both of us a maximum
of traffic with a minimum of expense.

Mr. Gray: I do not think anyone need apologize for discussing this at some
length, to my mind it is one of the most important subjects we have to deal
With. The same thing has been discussed here year after year. If my memory
serves me rightly, Sir Henry made much the same statement at last year’s
Sitting. T would like to know what progress we have made towards bringing
about the thing he is now suggesting, because my observations are that in the

rovince of Ontario, at least, not a great deal of sympathy has been aroused
along the lines suggested by Sir Henry with the Minister of Highways there.

think the Chairman is right, that you must meet the provinces in the method
of regulation and highway control before you can get anywhere. I would like
0 know what progress you have made with the various provincial governments
along the lines you suggest.

Hon. Mr. Cuaprin: One of the most important things, to my mind, is the
matter of control of roads. What have the two railway companies been doing
I respect to that? What advance has been made, and what can this Com-
Mittee do to help the situation?

Sir Hexry TrorNTON: We have had conversations with the Canadian
acific, and we have prepared a policy—I have not been able to give it detailed
bersonal consideration, but I have given it general personal attention, so has
r. Beatty, both railways are now in a position—I do not know whether they
ave made direct representations to the provincial governments or not?
Mr. Famwearaer: I do not know.

Sir Henry THorNTON: At any rate we have agreed upon the representa-
lons which ought to be made to the provincial governments and also to the
ederal Government with respect to the regulation to which Mr. Chaplin refers.

Secondly, we on the Canadian National have evolved a plan for dealing with

vhe situation which we have now. It has taken some time to work it up because
1t is not easy to do, especially having regard to the fact that whatever we do
We must necessarily avoid as far as possible capital expense, but we have devel-
oped what we think is a reasonable and effective solution of ihe problem, ;.md
hat has been presented to the Canadian Pacific and is under discussion
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between the operating officers of the two systems. I have no doubt that within
the next week or so something will be decided upon. I cannot tell you what
that is, I do not want to, I hope it will satisfy you to say that both the Cana-
dian Pacific and ourselves are considering that plan with a great deal of
interest.

Hon. Mr. Evrer: Have your investigations led you to an opinion as to
what is the radius of profitable operation of trucks?

Sir HeNry THorNTON: I should say roughly somewhere from 100 to 150
miles.

Hon. Mr. EvLer: They run from Toronto to Montreal, right through.

Sir Henry THORNTON: When you pass a radius of 150 miles the highway
becomes at a disadvantage from a competitive point of view and the railway
more advantageous. The longer the distance involved in the movement of a
package of freight or a shipment, the better is the position of the railway.

Broadly speaking, the principle we have been working on is to use the
railway where it is most effective and where it can compete most effectively,
namely in long-distance movements, and supplement that with some form of
collection and delivery. It is not our intention to go exclusively into the high-
way business. We want to use the highway in conjunction with the railway
which we already possess, making the most out of that implement which we
already have. Take the movement of freight between Montreal and Toronto,
or beyond that, by way of example, on that with the plan we have in mind
we can satisfactorily and effectively meet highway competition. But we can-
not effectively meet highway competition for short distances, like 50 to 100
miles. And that is the character of business which is the most unremuner-
ative that the railway handles: '

Mr. MacminLan: Have you made a submission in this connection to the
Royal Commission?

Sir Hexry THorNTON: Yes we have. i

Hon. Mr. Evier: Would you say that the advancement being made by
trueks in competition with the railways is now at its peak, or is it still
increasing?

Sir Henry THorNTON: I think it will continue to grow, unless the rail-
ways are able to check its growth by offering effective competition.

Hon. Mr. EvLer: Has the growth been pretty steady and still continu-
ing, or has it reached pretty near its maximum?

Sir HeEnry THorRNTON: Mr. Fairweather has been making a very inten-
sive study of this whole situation. I think it might be illuminating if you heard
his conclusions. ' ;

The Cumareman: I have given some consideration to this question my-
self. T find that all the railways have done is with respect to small package
freight and competitive points where there are truck routes they have cut their
rates to meet that competition. That is practically the only positive thing
that the express companies have done, that means the railways, of course. 'That
has had a very good effect.

Sir Henry THORNTON: I may add that I admit I do not think the railways
have been sufficiently aggressive in recognizing the effect on their earnings of this
highway transportation And while it is true that a certain period of time has
got to be allowed for examination and exploration and determining what is to
be done, we have got to the point now that the day for talking is over. We have
got to get up and do something. That is exactly what I have been trying to
bring about. For the last three or four years we have been talking and talking
and investigating and investigating, and, quite frankly, gentlemen—this is only
my personal opinion—the time has come that we have got to stop talking and
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get to work, we have got to try something out and find out what is going to
appen. Talking is not going to cure this, we have come to the point where we

have got to act.

Mr. McGiseon: Can the railway successfully meet the highway rates for
short hauls, for passengers and freight? ' ’

Sir Henry THorNTON: In general I think not. I think we have got to
make up our minds and recognize the fact that the highway has established
ltself as an efficient method of transportation for short distances.

i Mr. McGsox: If you got the business you would probably lose money on
Sir HenNry TaHorNTON: The short haul business is the least remunerative,
Or you will readily see that a shipment of freight does not commence to earn
money for the carrier until it is on the road on its way to destination. The yard
®Xpense and freight-house expense is merely preparatory to putting that package
Ol freight in the position of getting on its way. The longer the movement, the
ess the proportion of terminal expense to the total rate. That is the reason why
ong haul business, even at lower rates, is more profitable to the railways than
2}};9% haul business. Let me say again that I think there is a certain amount of
18 short haul business, both freight and passenger, that has gone for good. But
We must take steps, and take them soon, to prevent any further encroachment
upon the revenues of the Company by the luring to the highways of this long
aul traffic, which is our most remunerative traffic. '

S Hon._Mr. Eurer: I would like to know from Mr. Fairweather whether the
c% uation is becoming progressively worse, and to what extent? Would you anti-
'Pate that you are going to lose still more revenue by reason of this competition?

e Mr. FArRweATHER: We have been doing our best to collect accurate statis-
mos tOf the extent of motor-vehicle competition. It is a very difficult job, the
inrs ; can say is that, taking Canada as a whole, as near as I can estimate the
o ads on our freight traffic arising from the competition of motor-vehicles
Ounts to $24,000,000 a year gross revenue. At the present time it is showing
takinaf,egncy to Increase at the rate of about 25 per cent per annum. That is, you
; 4,000,009 this year, if the tendency is continued, it would be $32,000,000
- vear. It is significant that even during the depression, certainly in 1931,
%OVement of freight by motor-vehicles inereased. f
the reUt'I would like to supplement what Sir Henry has said by a statement of
ink .?tﬁonshlp between motor-vehicle cost, railway cost, and rates, because I
Omedlt as a very important bearing upon this subject. We had become accus-
o builto a monopoly in land transport by railway. Based upon that monopoly
aul t up a very complicated set or rates, which has a relationship in the long-
raffic very closely to the actual cost of transport.

Hon. My, EvLer: Is it not based on what the traffic will bear?

Mr. Farrwearaer:  Well it is a very complicated subjeet, sir, but what I

am : i )
rafﬁettl.ng at s, it must lie somewhere between the cost of serviee and what the
¢ will bear.

Say IH?ln- Mr. Maxton: _ Since you are discussing this subject so widely may I
that, aftaVe been giving it a little thought, or rather reading. Is not this true,
. €T you get up to say 30 or 40 miles, in a general way the railway can
1 trucks economically?
Mr. FAweaTHER: T was coming to that, sir.

B eHOn..Mr. Mantox: T think it would be worth telling this Committee of
. ®Xperiment, of the Pennsylvania in regard to Philadelphia and New York,

Which T think i ightening, i :
very enlightening, in regard to the costs by railway and motor-
truck., you know the one I mean? i 5 ¢
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Mr. FAIRWEATHER: Yes, of course that is a very specialized movement
between very specialized points. But generally speaking the rate structure,
which is very complicated, was built up behind a monopoly. If you take our
average rate structure, it is quite obvious that of necessity there is a wide
fluctuation of rates both ways from the average. The very low rates, which
approximates basie cost of service, will be found in the long-haul traffic; the
higher rates will be found on the medium and short-distance traffic. It is quite
true what Sir Henry has said in regard to short-haul traffic, that, other things
being equal, it is less remunerative than the long-haul traffic. But he was
speaking more particularly of the less-than-car-load traffic. The car-load traffic
would not in general fall into that category. And that is where we come to the
crux of our problem, because the railways, acting behind their monopoly wall,
have been fulfilling two economic functions; they have been acting as servant
to carry goods, and the other is that they have been a creator of economic oppor-
tunity, and in doing that they have charged rates a good deal higher than the
cost, of service, but still a reasonable rate, and using that surplus to carry on
transportation at bare cost elsewhere.

Now we come to a new facility, the truck. It has no such monopoly, it is
a devil-take-the-hindmost sort of proposition. They find ready for them a field
that is a perfect harvest, where the rates, as Dr. Manion has said, are above the
cost of service. If you look at the thing from the point of view of cost of ser-
vice alone, the truck becomes an uneconomic means of transporting freight
beyond a radius of about 40 miles. Beyond that, if you look at transportation
economics from a national standpoint, it costs this country money to truck on
the highways. We are getting luxury service whenever goods are trucked
beyond 40 miles. But for a range far beyond that, possibly upto 200 miles, the
rate structure is such that on a ton-mile basis the truck can go in and compete.
The cost of trucking under average conditions will be found to run somewhere
about 7 cents a ton-mile as compared with one cent by railway.

The CuAlrMAN: Does that take in everything?

Mr. FairweaTHER: That would take in all costs under average favour-
able conditions as taxes are at present constituted.

Mr. McGmeoN: But you would not say a truck can compete, having
regard to the cost of the highway, for 200 miles?

Mr. FAlRweATHER: No, sir, not from the point of view of basis economics.
But suppose you have a haul of 100 miles and you have a rate on that of $8 a
ton. The truck as at present operated, without paying adequate taxation and
for the up-keep of the highway, could go in there and make a profit.

Mr. McGseon: Without any consideration whatever for the highway?

Mr. FAIRweATHER: Yes, other than what taxes he does pay.

The CuairMAN: Which are very small.

Mr. FareweaTHER: Well they vary, but they are not adequate.

Mr. McGieBoN: But you are not taking into consideration any capital
cost of the highway?

Mr. FarrweaTHER: No sir, but what I am pointing out is that the com-
petition is a false competition. But there is the field there for the truck, and
the truck man cannot be blamed for going in and taking advantage of what he
thinks is a commercial opportunity. But it is costing this country a lot of
money.

Mr. McGmsBox: You are just referring to the operating costs?

Mr. FairweaTHER: The 7 cents would represent under present conditions
about what the average truck would cost.

Mr. McGison: But you are not taking into consideration the cost of the
highways or the capitalization of the railways?
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Mr. FarrweatHer: No, if you put that in it is a great deal more than
that. But I am attempting to show that there is a case where there is an
apparent commercial opportunity, under the conditions as they exist to-day.

nd motor trucks go in and develop it. In doing so they are costing this
tountry money, and from the whole transportation point of view the danger
1S that if this medium haul car-load traffic is taken away from the railways,
* hot only will it cost the country money on that score, but the revenues of the
railways will have to be swelled by an increase in long-haul rates.

Hon. Mr. Evier: You mean they are costing money by reason of the
fact that they are using the highways free of charge?

Mr. Famwearaer: Practically speaking that is the case. When you
look into this matter of highway competition you get some very startling
figures. For instance the total cost of railway transport in this country, includ-
g the interest on funded debt, ete., is about $550,000,000 a year. How much

0 You think we are spending as a nation to-day on highway transport? We are
Spending over $900,000,000 a year. We are either spending in cash or commit-
ting ourselyes in one form or another, in depreciation and interest charges on
motor vehicles and things like that, interest charges on the highways, and so
on, $900,000,000 a year, which is almost twice the total cost of railway trans-
Port in this country.

Mr. Kennepy: I suppose these figures include market roads, ete?

. Mr. Famwearaer: The $900,000,000 yes, but market roads and things
like that amount to a very small proportion of that total.

Mr. Kexnepy: Does that include passengers?

Mr. Fammwearaer: Yes, but when you divide it between freight and
Dassengers, you find the cost of passenger vehicles on the highways runs about
$750,000,000 a year.

. Mr. McGispon: Against that how much could you place as represent-
ng gasoline, taxes, etc?

Mr. Farwearaer: 1 have all the figures right here. The revenue from
Motor vehicle taxation in Canada in 1930 amounted to $42.819,000. That
Covers registration fees and gasoline taxes.

It might be interesting to give the detail of that $945,000,000. The cost

£ the highways amounted to $103,000,000 a year. That is the economic cost
? Maintaining the highway system, for which we collected $42,800,000 in direct
AXation, and $60,000,000 is just being forgotten about.

Mr. McGiseon: What about the gas tax?

Mr. Brausmen: What does that cover?
$29 é\’h‘. FAIRWEATHER: We collect $20,000,000 in registration fees, and
1 }3007000 In gas tax, making $42,800,000; but the total economic cost of the
yegarWaY, to which that money is to be applied, amounts to over $100,000,000 a

Mr. BEuLer: What about the gas tax?
o, I;/Ifr'l FamweaTHER: That is an economic figure and includes interest on the
3 highway.

Sir Everxe Fiser: I suppose you have not the figures by provinces?
cost Mfr_ FARWEATHER: Not here, but I have them in Montreal. Now, the
Ol autos, the economic cost of autos amounts to $538,000,000 a year.

e aI}I/Ié‘-I.EULER: Ig it fair to assume that that amount collected for'gasolene

leence fees-is not sufficient to pay for the maintenance of the highways?

bo Mr. McGisBon: I it not fair to assume then as a fact that the amounts
e ¢cted for gasolene tax and licence fees are not sufficient to pay the main-
hance of thoge highways?
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Mr. FAlRweATHER: No, I do not think it. That is what I am saying.

Mr. McGisBoN: That is often questioned.

Mr. FAIRWEATHER: Let me say this, that the $103,000,000 is made up in
this way. There are $45,000,000 interest charges on the investment in the high-
ways, you see. There is $21,000,000 a year depreciation on the highways, which
is not being covered; that is $66,000,000. Now, the actual cost of maintenance
is $37,000,000 a year.

Mr. EvLer: Does not that maintenance cover depreciation?

Mr. Fairwearuaer: No, it does not. Maintenance and depreciation
together amount to about $58,000,000.

Mr. McGiBBon: Is it not fair to say that the highways of the whole of
the Dominion of Canada serve a much larger number of people than the rail-
ways do?

Mr. FarrweaTHER: No, I do not think it is fair. I would not like to con-
ceive of Canada or even the Ontario peninsula without railways. I do not
think there is a single person in Canada who does not use the railways.

Mr. McGieBoN: But they use the roads for greater purposes.

Mr. FairrweaTHER: They use both.

Mr. EvLer: You are speaking of everything.

Mr. FarrweatHer: This is the total highway cost of Canada, every
improved road in Canada; but this is an economic picture of what it is costing
this country for the highway system.

Mr. McGiBBoN: But that is not a fair picture.

Mr. FairweaTHER: It is perfectly fair. We have thousands of miles of
development lines which we are carrying at a loss year by year, simply because
settlement has not grown up along them. They are in exactly the same cate-
gory as back country roads. Back country roads, of course, do not amount to
a substantial amount in the total; they amount to a lot of mileage but not so
much money. One mile of improved road would amount to as much as 15 or
20 miles of back country road.

Mr. McGiseon: Five hundred or a thousand people would use highways
or roads where one would use the railway.

Hon. Mr. Caapuin: I think Mr. Fairweather’s sizing up of what is going
on in the country is not very accurate. The other day a friend of mine drove
me to a station, not a month ago; he and his wife drove me over in his car.
The lady saw your train coming in, and she said, T have not been on a railway
car in eleven years. I have been to California, I have been to New Orleans, I,
go to Florida, I go to Muskoka, and I have been to Quebec, but I have not been
on a railway train in eleven years. How many cases are there like that? I think
it is well worth thinking about.

Sir HeNry THORNTON: -1 do not think anyone will set up the claim that
highways are not very extensively used for both freight and passengers. What
Mr. Fairweather has geen exposing is what the cost of these highways means to
the country. It may be all right, and it may be justifiable, but at the same
time the figures which he has revealed to you represent what the highways of
the country cost.

Hon. Mr. CuAPLIN: But let me say that my remarks arose from Mr. Fair-
weather’s statement that everybody in this country was using the railways or
was interested in them.

Hon. Mr. MANION: Is it not true, as Mr. Chaplin points out, that that is
one of the main reasons why the railways are losing money?

Mr. McGiBBoN: The railways are the backbone of the country.
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Mr. FareweATHER:  Yes. I simply meant that the railways form the back-
bone of this country, and if you took away the railways from Canada the
country could not continue to funection at all.

Mr. Beausien: Might we have the balance of Mr. Fairweather’s figures?

Mr. Durr: The particular lady spoken of by Mr. Chaplin, her gasoline
tame over the railway.

. Sir Henry THornTON: I would like to say this, that in certain sections
In Canada, especially in the winter, the railway represents the most effective
means of transport, because our winters, which are very severe in certain parts
of the country, force the railways into the picture as the only effective means
of transportation. In that respect our low temperatures in the winter time
are really an asset to the railways.

Hon, Mr. Maniox: Mr. Chaplin and Dr. McGibbon and others have
been pointing out the great use of the highways by motorists, which every-
body ‘admits. Is not that to a great extent the reason why passenger traffic,
not only on the Canadian National but on all other railways, has been losing
year by year.

Sir Hexry TuorNTON: That is quite true, and I am sure you will agree
on this, the delegations which come to see you in regard to matters relating
to the railways, everyone of them comes in motor cars.

_ Hon. Mr. Ma~tox: According to the figures given me last year and again
this year the losses for all passenger services on the Canadian National were,
In 1926, $4,000,000, the total loss on passenger traffic that year, which I take
1t was an operating loss; in 1931, last year, it had increased to $24,000,000,
and I think a large proportion of that was due to the competition by motor
tars and motor buses.

Mr. Famrrwearuer: 1 have here the figures showing the way our trans-
Portation divides up between the railway and the highway. On passenger
Service, steam railways perform 17 per cent of the passenger service of the
Country ; electric railway, 14 per cent; private automobiles, 68 per cent; and
-Auto buses, 1 per cent. You will see there that motor vehicles carry 69 per
tent of the passenger traffic, and the steam railways only 17 per cent.

In freight service, the steam railways carry 92 per cent, and the motor
Vehicles 8 per cent. These figures are for the year 1929.

Mr. MacMiuran: Mr. Fairweather, what method do you use in arriving
at these figures?

Mr Famrwrparapr: It is frankly an estimate. Of course the railway
Statistics we know. The motor vehicles statistics, so far as they relate to
uses, were computed from a very careful check of all the bus operations in
anada. So far as they relate to private automobiles, they are based upon
certain statistics furnished to us by the provinces.

Mr. MacMirax: They cannot be said to be very near? .

T MI‘-.FAIRWEATHER: I would say they are only merely representative.
€re might possibly be 5 or 6 per cent of error, but there could not be much
more than that,

The CHARMAN: What you say is that they are not official but they are
approximately correct?
Mr. Farrwrearner:  Yes.

2 Mr. McGsson: How could you estimate the number of trips made in
brivate automobile?

inst Mr. FARRWEATHER: Of course it is based upon a series of checks. For

ance, you take a certain highway, and we count all the automobiles passing

¥ & certain point in a certain time, and how many people were in those auto-
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mobiles. Then from that, correlated to the gasolene consumption, we work out
an average figure which we check by applying i1t to another condition, and find
out that it is fairly reasonable. It is a very common statistical method of deal-
ing with things like that. The Dominion Bureau of Statistics uses that method
continually.

The CHAlRMAN: We had better get on.

Mr. FAIRweaTHER: I have only a few more figures to put in to complete
the information which was asked for. The cost of automobiles runs $538,000,000,
and of trucks $275,000,000, buses $12,000,000 a year, and other motor vehicles
$18,000,000 a year. That makes up the total.

Sir HENry THORNTON: T do not want to be frivolous, but somebody asked
something about the basis of freight rates. A distinguished jurist in the United
States drew up this formula of {reight rates. He said:—

The first step in the study of a freight rate is the step to the lunatic
asylum. If the shipper knows what he has to ship, and knows where it
is going from and where he wants it to land, he takes it up with a rate
expert of a railroad or traffic bureau. The rate expert throws dice to
determine which page of the book he will look at. He adds all the figures on
that page, multiplies the result by a bushel of corn, and subtracts a side
of bacon, and tells the shipper to come back in half an hour. At the end
of that time, the rate expert has received the latest opinion from the com-
mission, and the rate is changed, and he has to begin all over again.

Mr. Caxtrey: Just before you leave this subject, I want to draw your
attention to this sentence on page 7,—“Motor vehicle competition by private
automobile, bus and motor truck has made serious inroads into the railway’s
traffic.” I want to point out that in my opinion the railways in this country
are largely responsible themselves for that competition. Most of us will remem-
ber that during the war years, from 1915, 1916 and 1917, we got very extrava-
gant in regard to transporting all sorts of material by express which formerly
went by freight and fast freight. Following that the railways made an applica-
tion for an increase in express rates. You referred to that, Mr. Chairman, at the
last meeting of this committee. That was strongly opposed, but the Railway
Commission finally granted the increased rates. That was the beginning of motor
traffic. You drove a large proportion of your express business into the hands
of the motor people; and, not content with carrying express matter, they soon
developed into carrying freight.

I hold that the railways of this country were mistaken in their policy at
that time, and the result to which I have referred has followed. I do not know
that there is much use of referring to that now, only this, that we may make
corresponding mistakes now. For instance, we are taking off trains. Every
train that we take off that is carrying passengers is simply giving more traffic
to the motor huses, and we can overdo that, and in my opinion we are overdoing
it to-day, in the proposals made now. You are proposing, for instance, in my
section of the country to take off trains which have been on ever since the road
was built in 1867, roads which the provinces built themselves and turned over
to the railway.

I would like that the management would give some little consideration to
that phase of the situation, because that traffic which you are displacing now,
to a large extent, in my judgment, you will never get back.

Sir Hexry THORNTON: In answer to that, Colonel, we know what the earn-
ings of every passenger train are. When it comes to a question of dealing with
a situation of that sort, we obviously must cut off the unremunerative services,
remembering however that communication facilities must be preserved with
different sections, whether the services pay or not. For instance, you cannot
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withdraw railway transportation entirely from a community. It would work
great hardship and involve great distress. But the railway company and its
management necessarily have to use their judgment and cut off, so far as may
be, those services which are unremunerative and operated at a loss, and main-
tain those which are profitable, but at the same time have due regard for its
public obligations. And that is a problem which is not always an easy one to
determine.

Mr. Cantiey: I quite agree with that. What I am asking you is that you
take a broad view.

Mr. McGmeoN: What is the difference in the cost between running an
ordinary train, a locomotive, an express car and probably one or two baggage
cars, and those oil burners where we have an engine and a coach combined?

Sir Hexry THORNTON: Do you mean a Deisel-electric?

Mr. McGrseox: I think they are oil burners.

Sir Henry THorNTON: Do you mean what is the difference between the
cost of running an engine burning oil and an engine burning coal?

Mr. McGseon: No, the engine and the baggage and express car and the
Passenger car, and the car which is the engine and passenger car combined?

Sir Henry THORNTON: You mean a self-propelled vehicle?

Mr. McGisson: Yes. Could you not give the people possibly a combined
service by running those oil burners, which are coach and all in one?

Sir Hexry TuornTON: That is a very interesting question, and also the
discussion is illuminating. It must be five or six years ago that we started an
Investigation to see if we could find some form of self-propelled vehicle, such
as you describe, which could be used on branch lines and on other parts of the
railway where there was possibility of traffic with less cost than the full steam
train. That investigation carried us abroad, and there were at that time gasoline
Propelled vehicles, electric vehicles, steam propelled vehicles, and a great variety
of different sorts of self-propelled vehicles. We went on the hunt to see which
Was the cheapest and) the best; and, as I say, that'carrled us abroad in the
‘Investigation of what was known as the Deisel-electric locomotive.

The result of our examination indicated that of all the self-propelled
Vehicles that we could find, the Deisel-electric was probably the most positive
In character and, broadly speaking, the most economical in operation. Where-
upon we built a certain number of these Deisel-electric locomotives; and
Incidentally, the engine was found at Beardmore’s Works, near Glasgow. We

ound there an engine which was of the Deisel-electric type, which we thought
Wlt}} certain modifications would suit our needs in Canada. So we took that
engine, and our experts developed it; and, to make a long story short, we built
& number of these self-propelled vehicles, and economically they have turned
out to be exceedingly satisfactory.

. Have you the figures of those details? I would like you to tell the com-
ittee, if you can, just in a general way, what the result of that experiment was.

Mr. Fatrwearaer: On December 31, 1931, we had 63 self-propelled cars,—
Sir Henry TaorNTON: Of the kind I have described.

¢ Mr. Famrwearaer:  With a total ledger value of $3,337,000. They were
% various types. Of the Deisel-electrics there were eight of the four-cylinder
Deisel-electries, and they made 340,000 car miles, that is they ran 340,000 miles

I a year. Then we have 18 six-cylinder cars, slightly bigger car, and they
fan 761,000 miles in a year.

Mr. Cantiey: Briefly, T would like the relative cost of the mileage

between the steam locomotive and the Deisel locomotive.
488627 :
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Sir Hexry THorNTON: I cannot tell you offhand, but the Deisel-electrics
are cheaper.

Mr. FairweatraEr: We had two of the eight-cylinder oil electric cars, and
they made 88,000 miles in the year. I have full statistics with regard to the
performance of each car here, and they have certainly gone a long way towards
meeting the problem which Dr. McGibbon has raised.

Sir Hexry THoOrRNTON: I want to take a short-cut to the answer to Dr.
MecGibbon’s question. Speaking from memory, my recollection is that these
Deisel-electric cars,—is Mr. Hungerford here? Do you remember what the
performance was? My recollection is that they returned 6 per cent interest
on the investment and something like 12 or 14 per cent in addition to that. Do
you remember what the figures were?

Mr. Hu~agerrorp: No, I do not.

Sir HeNry THorNTON: In any event, Dr. McGibbon, they turned out
successful and extremely profitable, and they meet exactly what you have been
talking about. There is not any doubt that the self-propelled vehicle of the
Deisel-electric type, on branch lines, is extremely economical in passenger ser-
vice and also in switching service.

Mr. EvLer: What is your opinion in regard to storage battery cars?

Mr. Farrweatuer: We have six of those cars in operation now, and they
made 116,000 miles in 1930; but the trouble with the storage battery car is simply
that its usefulness is limited.—

Mr. CanTLEY: It is unreliable?

Mr. FarrweaTHER: It is not so much reliability; its use is limited to the
amount of energy which you can store in your battery; and it is of use only
where you have facilities to charge your battery. I would not say it is not
successful, but it has not been so satisfactory as the Deisel-electric, which you
can use anywhere.

Mr. Evrer: Would vou say it was not successful?

Sir Henry THorNTON: I would not like to say that.

Mr. Beauvsien: What would you call the fuel,—does it use gasoline?
Mr. FairwearHer: It is fuel oil.

Mr. Beavsien: How does that affect the consumption of coal?

Sir HeNry THOrRNTON: The less coal you burn as fuel, the less coal you
buy. That is perfectly obvious.

Mr. Brausien: Where does the crude oil which you burn in those engines
come from?

The CramrMAN: South America.

Sir HeNry THorNTON: Some comes from California, some from South
America—from various sources where fuel oil is produced.

Mr. Brauvsiex: I thought we were working on a Canada First policy.

Sir Henry THorNTON: We are, and fuel oil is a bi-product of gasoline. If
anyl?;)dy can produce fuel oil in Canada, we will be tickled to use it, and we do
use it.

Mr. BeauvBien: It is refined from crude oil, most of which is imported.

Mr. FAIRWEATHER: Yes.

Mr. FAIRWEATHER: It is refined from crude oil, most of which is imported.

The CHAIRMAN: Adverting to Col. Cantley’s observation as to express
traffic being particularly vulnerable to motor vehicle competition I would like to
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say this, that unless the express companies reduce their rates to a parity with
he motor vehicle rates they are not going to have any short haul business at all.

Mr. Heaps: What is the difference in the rates between the railways and
motor vehicles?

The Cmamrman: The motor vehicle rate is about half the normal express

rate, but they have in the last season been putting into effect a cut rate, during

1s period of competition, equal to the motor vehicle rate. I do not know that
that is generally known.

Hon. Mr. EvLer: Has the National Railway, or have the two railways
Made up their minds as to any definite policy in regard to going into the truck
transportation business themselves?

Sir Hexry TrHOrNTON: Not yet. That is under active discussion.

The Cuamrman: 1 think it is the consensus of opinion of this Committee
that the time for discussion is over. If they want to save the situation there is
need for some action.

¢ Sir HENrRY THorNTON: That has been my opinion. I said not long ago
hat the time for talk is past and the time for action has arrived.

. Mr. Gray: Then may we say in answer to Mr. Chaplin’s question that
Since last year the only progress we have made is that the Canadian Pacific
and Canadian National have got, together and are becoming agreed on rates?
S that all the progress we have made?

: Mr. MacMiLran: Sir Henry suggested that the Royal Commission was
going Into the whole question of transportation in Canada, and that Commission
I8 sitting now. That is one of the reasons that suggestion was made, was for
this Commission to try to bring out some solution of this problem.

I _Slr Henry THORNTON: Mr. MacMillian is quite right. My hope was, and
Still retain that hope, that the Commission in their report will make some
elinite recommendations, with respect particularly to what legislation should

ine €nacted to reduce this highway competition to fair competition, and secondly,

3 View Of.the representations which the railway had made, would also make
dme definite recommendation as to what the railways should do. I think that
Ommission will make some very definite recommendations upon the subject.

i on. Mr. Evrer: One more question; I understand the railways have
:r_ied out some system of truck transportation, which they have not absolutely
@ded to put into force. But if you did decide to do so, could you give us

4Pbroximately what capital expenditure would be required to put that into
Oberation?

e Sir Hexgry THaORNTON: The answer to that question is,—I am only giving
therem‘y personal views, because we are not all in accord in our own family, and
I adl's still some discussion going on with the Canadian_ Pacific; the scheme

B I mind would involve no capital expenditure at all. Such trucks and
Wwhich S as we did not possess we could secure on a rfantal basis, and anr}ual rental
s lrll turn would result in our owning the equipment after a period of five
W6 hgy n other words I do not want to go into a direct capital expenditure until
AnSTer tan opportunity to try this thing out. My own opinion is that it is the
What T 0 the whole thing, except this very short haul stuff, up to 50 miles or so.
frieng am trying to do now is to bring others, more particularly our C.P.R.

S, to the same point of view, and secure co-operative action.

H | ;
would (;Igul‘\?’[r. EuLer: You would not want to go on a permanent rental basis

eXperslillt Hengy TrorNTON: No, but I do not want to be involved in a capital
5 ture until this thing has been tried out and we see exactly what is going
let, 4Ppen. My feeling is that we have talked enough, now for heaven’s sake

i 4;1;231;3; something, the best thing we can hit upon, and find out if that contains
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the answer. If we find it does, then we can go as far in regard to capital expen-
diture as circumstances and conditions permit. '

In other words, we are like a man who thinks he needs a horse for his busi-
ness, he is not sure. Instead of going out and buying a horse he rents a horse
for two or three years to see what the horse will do. If at the expiration of that
time the horse is satisfactory, he will go and buy some horses.

The CuairMAN: As a corollary to your proposition is it not also true that
before you embark on any extensive proposition of motor vehicle transport you
will have to go to the provincial jurisdictions and arrange restrictions and regu-
lations and proper safe-guards for the traffic, as was indicated here to-day? It
seems to me that is of fundamental importance as a preliminary to any large
embarkation on motor vehicle traffic, because if the provinces will not co-cperate
with you, you are going to be left holding the bag.

Sir HEnry THorNTON: I think that is absolutely true, and I will supplement
with this statement, that whatever the solution of this problem may be, the rail-
ways have got to have proper provincial legislation. No question about it.

Sir Eveene Fiser: Is it not a fact that the provinces of Quebec and Onterio
will not take any action until the Royal Commission has made a report?

Sir HENrRY THORNTON: I do not know.

The CuamrMAN: Is it not also true, Sir Eugene, that the provinces have
expressed themselves as being sympathetic, knowing as they do the value of the
railways to the nation?

Sir Eveene Fiser: I am quite sure that in the Quebec legislature the state-
ment was made last year that, before they would take any action or even ap-
proach the railways on the matter, the report of the Royal Commission invest-
igating the whole railway situation in Canada will have to be received.

Sir Hexry THor~TON : I think, Sir Eugene, there is a growing public feeling
that the situation merits and demands reasonable, fair, sympathetic legislation
on the part of the provinces. That is my sense of public opinion generally. I
may be wrong.

Hon. Mr. Maniox: Is it not true that as far as you and the Canadian
Pacific are concerned, your suggestions were that before you went into it on any
large scale you would try it out in certain sections?

Sir Henry THORNTON: Precisely.

Mr. Gray: Are we here to initiate plans or make suggestions to the railway
or are all the things under the Railway Commission and we are wasting a lot
of time?

The Cuamrman: Well, the discussion has been very illuminating. Tt was
bound to raise by reason of the reference made in the President’s report. My
personal view is that this Committee, when it come to make its report, should
discuss among themselves this very problem, and make such recommendations
to the railway in general terms looking to a solution of the problem. That is
why I interjected this question of provineial jurisdiction. I invite the members
to turn that over in their minds against the time when we come to make our
report, as I think we should make some reference to that, irrespective of what
the Royal Commission may do. We can only offer advice in any event, but it
is a problem of transcendent importance to this country.

Now shall we proceed?

Mr. Durr: Before you proceed, may I say that I was called out and did not
hear all the discussion, but it seems to me that it is a very serious question for
the railways if they are going to spend large sums on capital account to endeavour
to compete with trucks in regard to freight or passengers. I suggest that before
they do it they should give it careful consideration. For instance, in the first
place they will be competing against themselves.



RAILWAYS AND SHIPPING 71

The CrARMAN: Sir Henry has dealt with that very point. His view is that
they should give it a trial without any large capital expenditure.

Mr. Durr: I do not know that they should give it any trial. It is going to
cost the Canadian National a great deal of money. We are not so much intcrested
perhaps in the C. P. R., but the capital expenditure is going to be a very large sum.

The CuAamrMAN: I am sorry you were not present when Sir Henry discussed
that. If you will read the minutes to-morrow you will find that it will not involve
much if any capital expenditure.

Mr. Durr: Let me go a little further. I would say that if, instead of com-
beting with themselves by putting trucks on the road, the railways would go to
the customer and collect the freight and take it to the station and put it on the
trains, and when it arrives at destination deliver it with trucks, that to my mind
would get over a great deal of the trouble. It seems to me that the people of this
Country do not want any more capital expenditure as far as the C. N. R. is con-
Cerned than is absolutely necessary.

_ Sir Henry THORNTON: Again I am sorry you were not here when this was
discussed. That is exactly the principle we are working on.

Mr. Durr: Do you do it now?

Sir Henry THorNTON: No.

Mr. Durr: Then mine is a new suggestion?

Sir Henry THORNTON: Not altogether. It is new as far as you have
stated it, but the principle we have been working on is to combine with the
fallway services, as you have outlined, collection and delivery service.

Mr. Durr: That is a good idea; I think that will cover it to a large extent.
¢ Hon: Mr. EvLEr: Have the railway authorities made any investigation as
0 what is done in other countries, say Great Britain?

Sir Hexry THORNTON: Yes.

. Hon. Mr. Evier: Have the railways there dealt with the situation by
80Ing into the truck business?
. Sir Henry THORNTON: We have complete information in regard to what
1S done on the North American continent and elsewhere.
the iMr. MAqMILLAN: Could you have a brief prepared in that connection for

nformation of the Committee? I do not mean a lengthy brief.
effeciwr' KE.NI\.IEDY: Has any study been made by way of estimating what the
of building the St. Lawrence canals will have on the railways?

The CrarmaN: That is a pretty wide problem.

Mr. Durr: It is a second Hudson’s Bay proposition.

Sir Hexry TrorwTON: We have made no-examination of that. It will

ather be built or it will not, and if it is built we will have to take our medicine,
atever it may be.

ok ;I};he CHAII}MAN: Apropos of Mr. Duff’s suggestion I would like to throw
fref 18, that if they do go into this proposition of collection and delivery of
any%h't from the customer they see to it that the cost of that service is not
b Ing like as high as the cost of the present service by the express companies,

“Cause the charge at present b : ies is killi i
g . by the express companies is killing the service.
People will not pay it. 5 i B

unlessslrt}lliENRY THORN_TON: .The_ railways cannot compete with the'highways

acilit ey offer service which is commensurate in price and equivalent in

Whichy" You must ha'ye tl}ose two things. We have got to offer a service

Parigo 18 commensurate in price and at _the same time is so satisfactory by com-

8 tn ths_a,t the shlppgr will use it. You cannot compete on any other basis,
ere 1s no use trying,.
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Mr. Durr: In the past you have done that, you have driven every coastal
boat off the coast of Nova Scotia to get business for the railway, and the minute
you get them off you raise the railway rates.

Sir HeNrRy THORNTON: I am afraid I will have to ask you to elaborate
that question before I can answer it.

The CHAlRMAN: That is the result of railway operation in the Maritime
Provinces. We used to have on the river St. John a first-class line of express
boats. Now we have one little boat going up one day and down the next. That
is an evolution of the times; I am afraid we cannot kick against it.

Mr. Durr: Well the same thing should apply to the trucks. Drive them
out.

The CuAlRMAN: How shall we proceed?

Mr. FAIRWEATHER (reading from page 6 of the Annual Report):

Operations of the present consolidated Canadian National System
began on January 1, 1923, and with the object of furnishing a basis for
a clear understanding of what has happened since that date the cash
receipts and expenditures, excluding non-cash book-keeping transactions,
largely applicable to prior periods, may be summarized as follows:—

RECBIPTS
Jan. 1,1923

Dec. 31, 1931

Net system earnings before appropriations and interest
ongtunded debt!five. Juds Al ] 2andi e st I8l $254,437,554 54

Increase in long-term funded debt, less discount and
PefUNAING .. & sbaiinsl & somick aras G sl s asa e 457,564,286 36

Loans from the Dominion of Canada.................. 97,460,270 35

BhLort " Lagea ™ 0 0l e o e s oo 35,008,250 94

Appropriations from public funds for capital expenditures
on Canadian Government railways................. 5,729,298 44
Reduction in cash and working capital.................. 16,853,136 06
$867,052,796 69

; EXPENDITURES

Interest charges on long-term funded debt held by the
PIRBER &+« BE s it s gt iinic b BB s v ¢ o4 > (aTs $386,537,381 35
Net additional capital expenditures.................... 419,669,620 64
Investment in affiliated companies..................... 36,675,835 08
Investment in sinking and insurance funds............. 24,169,059 62
$867,052,796 69

The CHaRMAN: I suggest that we stop the reading of this now; this is a
convenient place. Shall we consider the first two pages and questions arising
out of them? We have dealt in a degree with the vehicle problem. What is the
wish of the Committee? o

Take the question of operating revenues, it is an astonishing figure that is
presented, a loss of $45,000,000 in operating revenue as compared with the pre-
ceding year, and the preceding year was bad enough. It is only by giving
intensive consideration to these figures and what they mean that the people of
this e~untry will realize what the railway problem of the country is.
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Mr. McGisson: I take it this statement does not include the Eastern Lines,
what has been lost on the Eastern Lines? -

The CuarMAN: Figures for the Eastern Lines will be found at Page 33.

Mr. FarweaTHER: The net revenue deficit in 1931 amounted to $6,393,562.

Mr. McGiseon: Can we have them for the same period?

Mr. McLArReN: The book deficit from July 1, 1927, to December 31, 1931,
is $29,680,000, and cash deficit $26,269,000 difference is interest due Govt. of
$2,818,000 and other non-cash items of $591,000.

Mr. McGiseoxn: What would be the comparative figure for Eastern Lines
for the same period?

Mr. McLarex: We have no comparative figures.

The CrarMAN: Dr. MeGibbon was predicating his question on the assump-
tion that that did not include the Eastern Lines. That is made clear, that this
consolidated statement is for the whole system.

Mr. McGmrox: I understood Mr. Fairweather to say it did not.

Mr. McLaren: On page 28 you will see the details making up the inform-
ation that is on page 6. Tt does not include Fastern Lines from July 1, 1927, nor
does it include interest due the Government.

The CuamMaN: It does not include it from the time of the passing of the
Maritime Freight Rates Act?

Mr. McLAReN: No it does not.

The CaATRMAN: So that both statements are partially true; it does include
the whole for a period, and subsequently it does not.

I do not know what object my friend Dr. McGibbon had in referring to
this question of the Fastern Lines, but once more I must protest against the
Setting up of this system of keeping these accounts separately with respect to
_deﬁcits arising out of the Eastern Lines. We have just as much right to be
Included in the whole system as any other part of the National Railways. The
People of Eastern Canada, particularly the Maritime Provinces, will never cease
Lo protest against this, because it puts us in an unfavourable position. Further-
ore we do protest against the Atlantic region being cut off at Levis, it should
80 as we originally asked to the City of Montreal. Then I believe the picture
Would be entirely different. I want to know if T am not voicing the opinion of
the Maritime Provinces here today.

. Hon. Mr. Evrer: How much would that deficit on the Eastern Lines be
Mereased if you included the amount that goes out of the public treasury under
© Maritime Freight Rates Act?
. The Crammax: They lump them altogether in the estimates. I protest
Against that too.

Mr. Bravsien: Don't you get it back in low rates?

The Cramman: 1 will say that no part of the country gets as low rates
48 you do in the Crow’s Nest rates in the West. And they are fastened on this
tountry for all time.

Mr. Beavsmen: How about Ontario?
Mr. Bravsies: Don'’t you get it back in low rates?

th Hon.. Mr. Evier: I would like to know how much we have paid under
at Maritime Freight Rates Act.

Mr. Brausien: Let me tell you that the traffic in Western Canada is much
€ remunerative than the traffic from the Maritime Provinces.

bel: The Crammax: I would have to get, it from another source before I should
clieve it,

mor
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Hon Mr. EvLer: Could Mr. Fairweather give me this information; since
the operation of the Maritime Freight Rates Act how much money has gone out
of the general treasury of Canada to pay for the reduced rates?

Mr. FAIRweATHER: Do you refer now only to the Canadian National? You
see similar contributions are made to the Canadian Pacific.

Hon. Mr. Evrer: Give us both if you can.

1}/[r. FamrwearHer: Your question now relates purely to the Canadian Na-
tional.

Hon. Mr. EvLer: All right, give us that.

Mr. McLaren: $9,768,000.

Hon. Mr. EvLer: Within how many years?

The CuAamrMmAx: Four years.

Mr. McLagrex: July 1, 1927, to December 31, 1931.

Hon. Mr. EvLer: Can you get it for the C.P.R.?

The CuARMAN: It i8 relatively smaller.

Hon. Mr. Evier: Over $9,000,000 since the inauguration of that Act for
the National.

The CuarrMaN: Now I would like you to know, based on the evidence given
the Special Committee in the Crow’s Nest Pass matter in this House in 1922,
how much the railways have lost by the application of those rates since 1922,
$30,000,000 a year. I can refer you to Mr. Lannigan’s evidence. I am fighting
for a position, I want to maintain it.

Mr. Durr: I thought this was a national committee, not a sectional one.

The CuARMAN: That is all right, but I object to the setting up of this sys-
tem. I am not saying who is responsible.

Mr. BeauBien: If you look at the revenues and net revenues of the railway

companies during certain months of the year, you will find that during the crop
‘movement months in Western Canada that is where the railways get the greater
per cent of their net revenue.

The CuamrvAN: I could answer that very easily, but I will not continue the
discussion, I have made my point..

An hon. MemBER: You will see Ontario pays the bill.

The CuairmaN: I agree that Ontario pays the bill. And they get compen-
sation, make no mistake.

Mr. Durr: And we pay it in other ways.

Hon. Mr. Maxto~: It should be understood by the Committee that the rea-
son the figures are set up in this way is that the Maritime Freight Rates Act
said it should be,

The CrARMAN: But we protest against that.

Sir Hexry THOorNTON: I think we changed the method a couple of times to
try to meet the wishes of those who expressed views, but apparently we have
signally failed.

The CHARMAN: Of course, as long as the legislation is there, it must be
obeyed, I suppose.

Mr. Durr: Did T understand the deficit last year was $393,000. Is that
after crediting this $2,000,000 received from the Treasury?

Mr. FarRweATHER: Yes. The contribution under the Maritime Freight Rates
Act is included as part of the freight revenue.

Hon. Mr. EvLer: But the country loses that extra $2,000,000 a year.

Mr. Durr: Mr. Chairman, that is not so bad. There are three Maritime
Provinces, and this applies also to the most important part of Quebec. If you
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divide that on a percentage basis, you will find that we have not lost as much
in the Maritime Provinces as the rest of Canada.

The Cramman: I would think that is true, that relatively the cost to the
country of the Eastern Lines has not been as great as the other parts of the
country. .

Mr. Beausten: Where is it lost in the West?

The Crmamrman: Everywhere. $24,000,000 in passenger service alone last
year.
Hon. Mr. Manion: I do not wish to get into this argument, because I am
In between, but to keep the record clear 1 would like it explained by the officers
that when Mr. Duff says that the loss, if it were spread out over the whole of
anada, it would be less than in some other parts of Canada, or on an equal
asis. Is there an operating loss on the rest of the system?
Sir Henry THOrNTON: What do you mean by an operating loss, the dif-
ference between revenue and expenses?
Hon. Mr. Mantox: Yes, this is an operating loss, T take it, isn't it?
Sir Henry THornToN: From what period?

~ Hon. Mr. Maniton: I am speaking of the year 1931. There shows an oper-
gglng loss, a net revenue deficit, which I take it is an operating loss, of $6,-
3,562,

Sir Hexry THornTON: Yes. On the rest of the system, as seen on page 6,
the difference between revenue and expenses was about 74 million. That is the
et earnings of the rest of the system were 74 million. In other words, in 1931

e revenues exceeded the expenses by 74 million.

Hon. Mr. Evner: Whereas in the Eastern Division the expenditure exceeded

the revenue by 6 million.

. Sir Hexry THorxton: After all this whole question is involved in the ques-
tion of freight rates. :

Mr. Durr: I want to be fair to Ontario.

Mr. Beausien: Is it not the fact that the loss on the Eastern Lines is equal
to the surplus on the rest of the lines?

Sir Hexry TrorntoN: Roughly. There is a difference of about 14 million.
But this whole question is really involved in the question of freight rates.

Mr. Durr: And Confederation.

_ Sir Hexry TrorntoN: I am not going into an argument about whether our
reight rates are too high or too low. There may be good justification for the
-~ Scale of freight rates that we have in Canada. But I would like to point out

Without prejudicing the argument whatever, that had we in Canada had the same
Scale of freight and passenger rates as exists in the United States, the Canadian
National from January 1, 1923, to date, even including the years of depression,
Would have met all of the interest on the funded debt in the hands of the public,
With a surplus of twenty odd million dollars.

The CramMax: That is assuming you had the same traffic.

Sir Hexry TrornTON: Just taking it as it is, that is exactly what vx_rould
have happened. I am not advancing that as an argument for lower or higher
freight rates, but I do say that this whole question is necessarily a function of and
volved in your scale of freight rates.

Hon. Mr. Manton: Both you and Mr. Beatty, I think, have claimed to
me that freight rates in Canada are the lowest freight rates in the world, o
Ing them by and large. Am I right?

Sir Henry TrornToN: You are right. Now there may be good reason
or it, it may be necessary, because after all you have to take this into con-
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sideration, and it is only fair to state both sides of the picture; a large percent-
age of the total volume of traffic moved by the railways of Canada originates
in the interior of the country, that is to say largely the grain traffic. That
originates in the interior of the country and it must be moved an average
of 2,000 miles to tide-water, whether to Vancouver or some Eastern port. On
the other hand, if you take the Argentine grain, that is probably moved on the
average not to exceed about 300 miles to tide-water. That may be a reason
why we have got to have lower freight rates than a country like the Argen-
tine, to market our grain in the markets of the world. And our freight rate
situation may be a question of geography. On the other hand I make this
simple statement, that if we had a higher scale of freight rates, such as I have
described in the United States, our financial picture would be very different.

Mr. Durr: Sir Henry, have you any information as to what the picture is
with regard to the C.P.R. business on their Eastern Lines, from Montreal to
Saint John, as compared with the business done by the C.N.R., loss or profit?

Sir Henry TaorNTON: No, I have not.

Mr. Durr: Could you say that they also met with a loss on their Eastern
Lines?

The CuamrMan: They always contend that they do. On the other hand
I have had operating officers of the Canadian Pacific tell me it is the way they
keep their books, that they charge up things, load into the cost of operation
things that should not be in at all. I have been told the same thing by officers
of the Canadian National with respect to the Atlantic region, that they load into
the cost of operation things that should not be loaded onto us at all, told to
me by responsible officers, I am not going to name them, they might get into
trouble. 2

Sir Henry THORNTON: You can rest assured no one on this railroad would
get into trouble for trying to tell the truth. But I would like to say this, that to
the best of our knowledge and belief, as honestly as we can, we make up our
accounts. You, or any one, may differ about the way they are made up, but
I would like to make it clear that as honestly as we know how we are trying
to prepare these accounts.

Hon. Mr. Mantox: George A. Touche & Co. are the auditors. T have heard
that statement made before, and to try to get the truth, because I have no desire
that the Maritimes should be unjustly treated, I had Mr. Matthews, the repre-
sentative of Touche & Co., who does the auditing for the shareholders of the
Canadian National, including Eastern Lines, and I asked him distinetly if there
was any truth in that statement that the C.N.R. charged anything to the
Eastern Lines in any unfair manner, and he absolutely adhered to the claim,
on two or three occasions with me that there was no discrimination in any shape,
manner, or form. He said the charges were made up fairly and squarely as
regards each part of the system.

The CHARMAN: For instance take the car ferry between Prince Edward
Island and the mainland, is that charged to operating expense?

Mr. McLAReN: Yes.

The CHAIRMA.N: I think that is a very unfair charge, to charge it to East-
ern Lines. That is a line of communication between one province and another,
it is part and parcel of the Confederation Pact. That should not be loaded on
the Eastern Line charges at all. '

Hon. Mr. MantoN: That may be, but I am speaking of the general railway
charges. That is not the usual claim, the usual claim as I have heard it made
in this committee at different times, just as you made it a few moments ago, is
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that there are charges put in, not specifying the ferry. I do not know the
results on the ferry especially.

The CmamrMan: Everyone knows that the operation of the car ferry to
the Island is a very expensive operation. The capital charges are high, they
1ave two boats, and the cost of maintaining that link is exceedingly high.

Hon. Mr. Manton: There may be justification for that view, but I was
Speaking of the railway charges distinetly, and they claim that there is no
excess charge against the Maritime Provinces.

Mr. Durr: You should include part of Quebec, do not just say the
Maritime Provinces.

Hon. Mr. Maxton: Well they start at Levis and Diamond Junction.

Sir Eveene Frser: And it happens that the only part of that line to-day
that pays is the part between Levis and Moncton. That is the return I got
last year.

The CramrMan: On this question of Eastern Lines, I would like to ask Mr.

alrweather what part of this net revenue deficit is attributable to the policy
of acquiring branch lines in Quebec and the Maritime Provinces within the last
€n years. Because they have taken over some very unprofitable branch lines.
Instance the Gaspe railway.

Sir Henry TrorNTON: I do not see how we can separate that out.

The Craamman: Do you keep any record of the costs of operation and
Teceipts of the Gaspe Railway?

Mr. Farrwrearaer: Not in such form that your question can be answered.
We certainly keep record of receipts and expenses.

The Cmamrman: Loaded into that deficit is the loss on operation of all
the broken down branch lines ever built in the Maritime Provinces and Eastern

uebec, and all including the old Canada Eastern Branch from Fredericton to
Newcastle were taken over for political purposes. That line was taken over
Just previous to the election of 1904.
. Mr. Durr: I would not say for political purposes, I would say in the
Interest of the public, because everyone gets the benefit.

The Cuamrman: I say for political purposes: that is my considered opinion
anyway. And they are all losing money. The management is trying to cut
Own operations, and I don’t blame them.

Mr. Durr: Of course this whole thing was brought into being for political
Purposes in 1918, if you want to argue that way.

Mr. Cantiey: There is another factor; when the Intercolonial was managed
entirely from Moncton, the cost of management was much less than it is to-day.
Is not ‘that a fact?

The Cmamrman: Mr. Price used to run the whole road himself, and he
hever had a salary exceeding $7,000 a year.

Mr. McGiseon: The Gaspe railway was taken over why?

. Hon. Mr. Cuapuin: There was only 50 per cent of the amount of the bonds
paid for it.

Sir Henry THorNTON: In regard to taking over the Gaspe Railway, we
had been importuned by the people down there, I remember very well receiving
a delegation of the people from that part of the country, their complaint was

at the service was so unsatisfactory that the development of the Gaspe
eninsula was being interfered with and throttled. I discussed the matter with
e Government, as naturally I would a question of that sort, and finally the
1Scussion led to my being authorized to enter into negotiations with the bond-
oOlders. At the same time there came up the question as to what was to be
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done with various odds and ends of railways about Canada. My own point of
view was that, if in the interest of the State or any particular section, the
Canadian National Railway was obliged to take over unproductive properties,
that was a burden which should not rest upon the management, it should be
accepted by the Government, seeing the Government presumably was doing it
for reasons of State and public policy. That was one of the things that was
discussed. However, I was authorized to enter into negotiations with the bond-
holders, and finally they agreed to sell the Gaspe Railway for, as I recall, some-
thing that represented 50 cents on the dollar of the money put into the property.

The Cramrman: Well 50 per cent of what they asked for.

Sir Hexry THORNTON: Oh they asked for the kitchen stove, for that matter!
They asked for everything.

Mr. McGiBBoN: You told us at the other session that the first suggestion
came from the Government.

Sir HeNry THORNTON: No, I am going back a good many years, but my
recollection is that this started with a movement on the part of the people living
in the Gaspe Peninsula, who were so dissatisfied with the service and maintenance
of those railways that they felt they should be taken over by the Canadian
National.

The CualrMAN: My recollection is that you stated in this Committee, per-
haps not last year but in previous years, that you had consistently refused to
purchase the Gaspe Railway as part of the Canadian National system.

Sir HeExry THORNTON: I do not recall that definite statement, but I did
not particularly want them. Mr. Chaplin is quite right when he says that they
are not a productive railway; they are not.

Mr. Durr: Is not that true about practically all the lines that you had to
take over when you came, that were taken over by the Government? For
instance the Canadian Northern is one for which the country was liable for
hundreds of millions of dollars. I do not see any reason to talk about the Gov-
ernment taking over.

Sir HeEnry THORNTON: It is common knowledge that considerable pressure
has been put upon us. The Pacific Great Eastern has been painted in alluring
figures, we have been asked time and time again to take that property over.

Hon. Mr. Maxion: By the British Columbia Government, not this Gov-
ernment.

Sir Henry THORNTON: No I do not say that.

Mr. BeauBien: Before the Canadian National was formed, all the deficits
on the Intercolonial for years were charged to the Canadian Government.

The CuamrMAN: No, there were many years when the Canadian Govern-
ment Railway system under Mr. Pottinger paid its way, notwithstanding that
the Minister of the day used to make freight rates himself in his office here in
the West Block.

Mr. Beausien: I understood that on the old Intercolonial nearly everyone
in the Maritime Provinces travelled on a pass.

The CuAlRMAN: That is what Mr. Dunning said, but it didn’t happen to
be true.

Mr. Cantiey: The Intercolonial Railway showed a profit over cost of
operation in ten years out of twenty.

The Committee adjourned to the call of the Chair.



House or Commons, Room 231,

APrIL 26, 1932.

The Select Standing Committee on Railways and Shipping met at 11 a.m.,
Hanson presiding.

The Cmamman: I understand that the department are rather anxious to
have this Bill 34 passed and reported,—this is a Bill respecting the Canadian
ational Railways and to authorize the provision of moneys to meet expendi-
tures made and indebtedness incurred during the calendar year 1932 —so that
the guaranteeing Act may be passed or introduced to the House on this Bill
€ing repor his committee.
gf i}c Oilstz(zgr?éatgllles, this would be the first order of business. I understand
the railway needs the money. Shall we proceed then, with the reservation
always that anything that might properly arise under this Bill may be discussed
at any later stage in the committee? If that is agreeable to the committee, we
might proceed then with the consideration of Bill 34, which I will now read.

Section 1: i i
This Act may be cited as Canadian National Railways Financing
Act, 1932. o
understand that this is the same practice as was adopted last year. Shall
Section No. 1 carry?
Carried.

Section No. 2,—Power to borrow,— )

Sir Eveene Fiser: Mr. Chairman, may I ask if you are examining the pro
Visions of the Bill? Are we examining the expenses provided for in this Bill,
Or the money in this Bill? !

. Hon. Mr. Manton: You have not examined it, but, as the Chairman says,
1l be open. Iread t or is it i d? In oth

Sir Eveene or: Is the money already spent or is it incurred? In other
words, yos ;sizdF;Ssto authorize the government to provide $10,000,000 at the
last meeting, and that was for repayment of an expenditure already made. I
think the capital expenditures covered by this Bill are expenses already incurred?

Hon. Mr. Manton: It is not for last year, but it is for the year from January
to December 1932. Part of this money would be expended, but not paid; and
1t is for that reason they want to get this Bill through so that they may get the
money,

. Sir Eveene Fisgr: Last year we agreed tha_t the expenses were already
!Meurred and it was to cover payment of expenditures already made that we
Were asked for authorization. I suppose the same thing occurs this year?

. Hon. Mr. Manton: I do not follow you. This Bill is not for expenses already
meurred, except from January 1st to the present date.

The Cramwman: Have you observed the explanatory note on the opposite
bage:

M,

it W

The object of this Bill is to authorize the Canadian National Railway
Compal:ivo {I)cissue securities to the extent of $61,500,000 for the purpose
during the year 1932 of financing where amounts available from net
Operating income or investments may be insufficient,.

This is to take care of the estimated deficit for 1932, and under that dis-
Cussion may be had on any item relevant to that page of the question.
79
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Hon. Mr. Ma~io~N: May I say it is the same as least year, excepting that
last year we put it through as a Bill, and previous to that it was put through as
an estimate. That is the only difference.

The CHAIRMAN: Do you want me to read Section 2?

Mr. MacM1LLaN: No, it is too long. Carried.

The CaAlIRMAN: Carried.
Section 3:

The Company may, subject to the approval of the Governor in
Council, from time to time approve or decide:

(a) The kind of securities to be issued and the form and terms
thereof; .

(b) The currency or currencies in which any issue or parts thereof
may be made;

(¢) The times, manner and amount of the issue or issues;

(d) The terms and conditions of any sale, pledge or other disposition
of the securities.

(e) The securing, if deemed desirable, of the securities by mortgage,
deed of trust or other instrument and the manner thereof, and the form
and terms of any such indenture and the trustee or trustees thereof;

(f) The manner, terms and conditions of any temporary financing
and the expediency thereof and the form and terms of temporary securi-
ties.

Mr. CantLEY: Carried.

The CuarMAN: There ought to be a little explanation. It should be noted

that the $42,784610.13 is a deficit; that the $11,681,651.87 in (b) are to take °

care of sinking fund and other maturing obligations—that is refunding, is it?
Then clause (c) provides for construction and betterments, including co-ordina-
tions, acquisition of real or personal property, and working capital, not exceeding
$7,033,738.

Section 3 provides for approval by the Governor in Council.

Carried.

Section 4, competitive bids:

(1) The Company shall adopt the principal of competitive bids or
tenders in respect of any sale of the securities, but, subject to the pro-
visions of paragraph (d) of section three of this Act, shall not be bound
to accept either the highest or lowest or any bid or tender made or
obtained, not be precluded from negotiating for better prices or terms.

(2) This section shall not apply to temporary financing in whole or
in part by way of pledge or otherwise of the securities either in permanent
or temporary form, where the Governor in Council approves such tempor-
ary financing and the terms thereof.

Carried.

Section 5, Refunding of temporary loans. Shall this section carry?

Carried.

Mr. MacMiran: Mr. Chairman, just a moment. Section 4, as to com-
petitive bids. I suppose that is always the practice?

The CuarmaN: Of course that is in the public interests as well as of the
railway.

Hon. Mr. Manion: Has it always been on a competitive basis?

Sir Henry THorNTON: Perhaps there should be some little explanation
given to Mr. MacMillan in that respect. I.f my memory serves me, up to four
or five years ago, or something like that, it was the practice of the company
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to negotiate the best terms for its securities that it could obtain, without
Specifically or directly asking for competitive bids. It more or less came down
to that in the last analysis, but it was not the practice, as I recall it, through
he period I have mentioned to actually send out formal requests for competitive
ids; but some five years ago—do you remember when that was?

Mr. Coorer: At the end, four years ago.

Sir Henry THorNTON: Four years ago we started definitely to ask for
Competitive bids. That is, particulars of the loan and everything were sent
O competitive bidders, large banking houses and large financial interests, and
they made their bids. The bids were opened in the presence of the vice-presi-
ent of Finance and other officers of the company, and a recommendation was
Sent in usually to the Government that the issue of the loan be awarded to the
Owest bidder. That was not specially put up to the Government in the form
of a formal request for approval, but simply to acquaint them with what could
e done,

Mr. MacMiuan: Do you mean lowest or highest bidder?

Sir Hexry THorNTON: In every case that I can recall the highest bidder
Was awarded the issue. 3 :
ow, sometimes after the tenders were in they were found to be unsatis-
fé?ctory. That is, it was thought that perhaps with further negotiations higher
1ds could be obtained, and in some cases—not very frequently, that was done.
DUt the statement is correct that for the last four years bids have been asked for
formally from banking houses, financial insitutions and financial groups, and with
'® consent of the Finance Department the issue was awarded to the most
favourable hidder. Does that make it clear, Mr. MacMillan?

Mr. MacMmrax: Yes. Carried.

The Cmarryan: Does the company exercise its own judgment or does it
take the advice of its bankers?

. Sir Henry TrornTON: We have not any what you would call bankers, n
th? sense that they are considered bankers by a good many railway systems. T
think mogt, of the railway systems on the North American continent have certain
bankers with whom thev transact exclusively their banking business, and who
exalusively look after the issuance of securities for them, just as an individual

ay have one tailor and always go to that tailor; and there has been a good deal

f Iscussion as to which is the more advantageous method of handling the
SSuance of seeurities: and there are two schools of thought. One is that if you
Select 4 responsible ,st.rong and capable banking house, and always do your

anking hysiness thfnugh that house, in times of difficulty and financial distress
you are always able to count upon their support and assistance in getting more
1avourable terms than if at that time you went out for competitive bids,
ecause the banking house, like the tailor, doctor, lawyer or anybody else, wishes
0 retain hig client, and therefore puts forth every effort to satisfy the client.
he other school of thought is that these bids of all nature should be made
COInpet,itriVe, and that no railway company should leave those exclusively in’
the hands of any one banking house, be it ever so capable or ever so strong.

Ith respect to a publicly owned enterprise, the general feeling is that
“Mpetitive hids should be asked.

hose are the two schools of thought, and that is the way the thing is
}generally done; and, as far as we are concerned, for the last four years we
1ave preceeded upon the doctrine of competitive bids.

r. MacMrLran: Sir Henry, how do you account for the fact that your
les do not sell as well as government securities?

Sir Hexry Trornron: Theoretically, Mr., MacMillan, T do not think there
S any reason why they should not.  The bonds of the Canadian National

Securit
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Railways have the Government guarantee and in theory they become a Govern-
ment loan; but what you say is true, our securities do not sell on as high a basis
as the Dominion of Canada bonds; and, as I have said, I do not see any
theoretical or practical reason why there should be any difference; but all the
same there is. Whether it is that the investing public draws some sort of
unjustifiable difference between our securities guaranteed by the Dominion
Government and the Dominion of Canada securities, which are guaranteed by
that Government, I do not know.

I have often been asked that question before, and I have never been able
to quite satisfactorily answer it in my own mind. I have asked bankers, and
they have said that sometimes it is a little difficult to make the ordinary investor
understand that the Dominion Government stands back of the securities and
that in effect the securities are a Dominion issue.

Mr. Heaps: Mr. Chairman, what is the difference between the selling price
of Canadian National securities, issued by them and guaranteed by the Govern-
ment, and securities issued directly by the Dominion Government? What is the
disability in the matter of price?

The CrAmRMAN: Can you answer, Sir Henry?

Sir HeNry THorNTON: Mr. Heaps asks, What is the difference between
the sale price of Canadian National securities, issued by the Canadian National
and guaranteed by the government, and securities issued directly by the
Dominion government? In other words, under what disability in the matter
of price are we? Is that your question?

Mr. Hears: Yes.

Sir Hexry THorNTON: Mr. Heaps asks what that difference is, put in
general terms. Do any of you know?

Mr. Cooper: There was an answer given in last year’s committee.

Sir Henry THorNTON: If you remember it, will you speak up and tell Mr.
Heaps what the answer is. $

Mr. Cooper: In last year’s committee that same question was asked and the
answer was given, and I would like to look it up and give you the exact figure,
rather than speak from memory.

Sir Henry THorNTON: It is not a great deal of difference, Mr. Heaps. Just
speaking from memory, I think perhaps it is a quarter of a pomnt.

Sir Eveeng Fiser: One-tenth of one per cent?

Sir Henry THor~NTON: I think it is more than that.

The CramrMAN: Is not this the truth, that it is an arbitrary set-up by
the banking houses themselves?

Sir Hexry TraorNTON: 1 do not think so. It fluctnates.

Mr. MacMiLrax: Is it not because bondholders would have a little more
ur}ez:}s;ness in seeking redress, and there may be some difficulty in the public
min

Sir Hexry THorxTON: I think that may be the answer.

Mr. McLaren: My recollection is that one-tenth of one per cent was the
difference.

Hon. Mr. Manton: Is it not a fact that the people would rather take &
direct security than a guaranteed security? .

Sir Henry TrorNTON: I think that is the answer.

Mr. BeLL: Besides the Dominion Government guaranteeing the security,
what other security have the bondholders or note-holders? Is the rolling stock
of the railway pledged?

The CuatrMAN: They are debentures—promises to pay.
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Sir Henry TrHorNTON: These bonds are promissory notes guaranteed by
the Dominion Government. That is what they actually are.

The Cramrman: They are not secured debentures in the sense that they are
Secured by mortgages or trustees or anytbmg of thajc sort. That may be true;
and, excepting as to equipment trust certificates, which are secured by pledges;

ut ordinarily they are not guaranteed. Just at present they cannot sell
Securitie lass. e

O;éisngiifgag\/fréqﬁell, the Government stands back of the loan. Ordinarily
You borrow m(;ney and put up the security for the loan. In the event of the
failure of the company to meet its obligation, the borrower would foreclose on
that seourity. Fach car, whether the passenger or freight or whatever it may be,
is the property really of the trustee under that trust, until the loan has been
Paid back. In other words, the borrower could foreclose on the equipment
epresenting the loan. Do I make that clear?

Mr. Bern: Yes. I am clear on that point. Of course I was not speaking of
the minor issues but of the major issues; but that leads to another point. Sup-
Posing you have an issue of $61,000,000 and then you go out to buy new equip-
Ment. As you say, you have paid out 25 per cent cash; then your obligation
Would go over pefhaps to a greater amount? , .

Sir Henry TrornTOoN: No, the balance also is amortized; the capital is
amortized within the life of the loan.

The Crmamman: That is the theory. :

Mr. Bern: If you asked for a loan to-day, when the money is advanqed
by the Government, do you go out and buy equipment, over and above the point
Mentioned, 25 per cent, say, on the box cars, locomotives or anything, and do
you obligate yourselves to a much greater amount?

Sir Henry Trorxton: I do not know that I follow that. Of course we
are obligated for the balance of 75 per cent of the loan, as the chairman points
Out, and the collateral representing that 75 per cent is the rolling stock involved.

Mr, Bern: T am sorry I have not made myself clegr.

Sir Henry TrornToN: Perhaps I am a little stupid.

Mr. Brrn: You ask to-day for a certain amount to complete obligations
of the Canadian National Railways, and you buy more rolling stock with the
Moneys that are advanced; you go out and you buy a great amount of rolling
Stock on which you pay 25 per cent down. In your estimate are you only
Estimating for the 25 per cent down, or are you estimating for the whole amount?
. Mr. Smare: No, that is included in the budget. That 75 per cent is author-
1zed by the budget for the year. So that you pay cash out of your current
=0 ber cent, and you have authority for the other 75 per cent; and that is given
in the budget in the year in which the equipment is to be purchased. _

The Cramrman: In other words, the obligation incurred is not larger than
the estimate here, and it is spread over,

Mr. Bern: That is satisfactory. .
Mr. Durr: Is it not a fact that outside of the $61,000,000 there is another
Security; for instance, of the $42,000,000 of deficit there is no asset behind it?

o tMr. Farrwearuer: There are assets distinctly behind the capital require-
€nts,

Mr. Durr: But for the $41,000,000, there are no assets or security outside
of the government?

The Cuamman: That is to take care of an operating defic
Dot be any railway asset against that.

i Mr, Durr: Except there is a difference between the assets and the liabili-
leiésand the assets are greater.
623

it, and there
can
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The CramrMaN: Mr. Duff is absolutely right.

Mr. Durr: Am I right or wrong in that?

The CuamrMAN: You are right.

Section 6. This is as to the power to aid other companies. Shall this see~
tion carry?

Carried.

Shall the preamble carry?

Carried.

Shall I report the Bill?

If this Bill is to be reported to-day, I would suggest that the Committee
have not done a great deal of work and we will probably have to sit when the
House is in session. I do not mean by that that we will have to sit to-day,
because this is rather an important day on Parliament Hill.

Will somebody move that the House be asked for authority for this Com-
mittee to sit while the House is in session? »

Mr. Cantrey: I will move that, Mr, Chairman.

Mr. Power: I second it. ;

The CaARMAN: The motion has been moved by Mr. Cantley and seconded
by Mr. Power.

Carried.

I hope it will be the will of the Committee to go right on now and finish
up. I am exceedingly anxious to get the Committee to function. There has
been a great deal of difficulty in getting it to do so, and I do not think it has
been the fault of the chairman.

Mr. CantLEY: On a question of privilege, I want to refer to the report of
the meeting of April 19, on page 66, where I am reported as having said that
an application had been made by the railways for an increase of freight rates.
What I did say was that they had made an application for an increase in
express rates, which is quite a different thing. If you will be good enough to
have the proper parties correct that and substitute the word “ express” for the
word “ freight 7.

The CuamrMaN: Where is that?

Mr. CanTreY: It is about the middle of page 66, simply that one word will
make a great deal of difference in the argument.

The CuamMan: The clerk will do what he can to have that corrected. I
presume that on a revision of the minutes that can be corrected.

Now, gentlemen, we were at the annual statement. Shall we proceed from
where we left off?

Mr. MacMiLianx: Might I ask, Mr. Chairman, whether you have any
i&poxl'ct tc;?make as to what was transmitted regarding the house transaction in
ontrea

The CrarMAN: I have not so far been provided with that memorandum.
I would ask the president if it is ready for production?

Sir Hexry THorNTON: It Will be presented to-morrow.

The CuaRMAN: It will be presented to-morrow, he tells me. That is on
the question of improvements passed the other day, I asked for certain informa-
tion respecting the pensions system in effect on the system. I asked that for
the purpose of getting information solely for the benefit of this Committee. It
has come to my attention that certain officials of the company have intimated
that their pensions are in danger because of the asking for that information.

I.would like to have it made clear that there was absolutely no such
intention. All we have asked this information for is to get this information
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n order that it may be available for a clear understanding of what the various
Pensions are. And I would like to say to the higher officials of t.he rallv&{ay
€re present that any intimation to members of the staff that their pension
Systems are in danger is wholly without foundation, wholly unjustified, and
should never be made by anybody among the higher executives to any other
Person among the officials.

Mr. Stewarr: Has it been made?

The Cramrman: It has been made. ; ;

Mr, MacMivran: How could that come about? Surely this Committee
4y ask in regard to our own property. e o = i R

Sir Hexry TrornTON: I simply would want to make a stateme
to what My, Réanso(;x has said, that certainly, as far as I am concerned and as
r as I have any knowledge of what any officer of the company has done, I
BOW of nothing of the sort; and certainly it was not in my mind, nor did ’I
'aW any such inference from the question that was asked, that anybody’s
Pension wag in danger; but that the chairman’s question was purely asked for a
Matter of information. b i \

. L have no knowledge, and I want to say it with all the emphasis at my
dlSposal, that I have no knowledge that any such thing has been done,

e have here a number of statements and memoranda with respect to the
Pensiong schemes, which I think had better be distributed to the members of the
Committee novy. i

The Crarmax: Very good. That is all we asked for.

. Wi he house referred to, I would like to have
Mr, l%i;uli\gcgvff Olf 'b;?i;tvhe,r;?teﬁlﬁgutgh the deal for that house, appear before
this COmmi‘étee. 'T would like to ask him some questions.
The Cramrman: Will you move that he be summoned?
Mr. McGsron: Yes. _ .
The Cramman: Is he a real estate man, or is he a notary in Montreal?
Mr. McGspox: 1 believe he is a clerk in Mr. E. R. Decary’s office.

The Cmamman: Let us have his name so that he may be summoned
Properly. The clerk will attend to that, Doctor. When do you want him here,
—hext Tuesday? ;

. . Mr. McGeeox: That will be all right. And I also would like to get some
?nformation in regard to the New York office. I. do not, }{now whether anybody
'S Drepared to give it to us here. If anyone will, I will put in a series of
Uestiong,
The Cramrman: Would this satisfy you, Doctor? Could we have a state-
ment from the management as to the New York offices, together with g copy of
all the documents relating to it? Because it seems to me if you are going into
¢ Matter we ought to have the documents.

. L. MacMinran: I would like to ask two or three questions in regard to
thig Matter. On page 1930-31 of Hansard, for the session of 1931, as revised,
Dr, McGibbon asked certain question regarding the New York office of the rail-
¢ 4Ys. The answers are incomplete, in my judgment, and I would like to enquire
Urther, if t}e railways had to pay any of the occupants or legsees of office space
D the building at 673 Fifth avenue in order that the railway should obtain
Mmedjgte possession of the building? If so, how much money was paid out in
this connection ?

OW much money did the railways spend on remodelling the premises, and
luch on furnishings, and in what year? ‘

at is the term of lease by the railways at office building 673 Fifth

venue, New York?
48862\8}

m

how
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What is meant by overlease held by Cordelia Realty Corporation, expiring
April 30, 19557

Does the lease of this building extend until April 30, 1955?

How much did the Railways receive in rental from sub-tenants occupying
this building last year?

Are the premises at 505 Fifth avenue vacated by the railway still
unoccupied?

When does the lease on the said premises expire?

What is the annual rental on the premises at 505 Fifth avenue, New York,
for the years 1929, 1930 and 1931°?

What is the annual gross and net rental paid by the railways for the
premises at 673 Fifth avenue, New York, for the years 1929, 1930 and 1931?

What is the annual rental paid by the railways for the premises occupied
by the traffic department in the Woolworth building, New York, for the years
1929, 1930 and 19317

What amount of money did the National Railway pay by way of net and
gross rental for the premises at 673 Fifth avenue, New York?

The CuarMaN: If you have those questions in writing, would you hand
them in?

Mr. McGieeox: And I would like to add to that the yearly amount of
salaries, and the amount of business done last year.

Mr. MacMiLean: I think T have omitted one question there. 1 want to
know if the railway had to pay any money to the people who were occupying
the premises at 673 Fifth avenue, in order to get them out.

Mr. McGieon: And I would also like to know, if possible, who the
Cordelia Company is.

Mr. MacMirax: I would like to know who was the architect employed in
the remodelling of these premises in New York, and what remuneration he
received?

Sir Henry THORNTON: We will get that information.,

Mr. Stewarr: In regard to the house property in Montreal, T would like to
ask whether any other house properties owned and leased by the Canadian
National Railways are occupied by officials of the railway?

Sir HeEnry THoRNTON: Yes, there are quite a number.

The Cuarrman: You mean houses or premises leased from the public for
officers or officials of the railway? You do not mean premises owned by the
railway company and leased to employees?

Mr. Stewart: Oh, no.

The CuarMaN: The house at Moncton is owned by the government and is
occupied by Mr. Abbott, as general manager. You do not refer to such a case
as that? It was Mr. Pottinger’s residence before Mr. Abbott. It is recognized
as the general manager’s house.

Mr. Stewart: No, I do not refer to that at all.

The CuAlRMAN: Is there anything else on the same line, because we want
to get the questions and give the management time to answer them.

Mr. MacMiLLaN: As to the hotel down at Jamaica, I would like to know:

1. How much money have the Canadian National Railways invested in the
hotel at Kingston, Jamaica?

2. When was the hotel opened and how long did it remain open?

3. Who owns the hotel?

4. Is the investment of the Canadian National Railways in this enterprise
lost?
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5. By what authority was the investment of Canadian National money made
n the hotel at Kingston, Jamaica?

6. Was the orchestra taken from Montreal on one of the lady boats to be
present at the opening of the hotel?

7. If so, how long was the orchestra employed, and at what cost by way of
wages and expense? -

8. Have the management of the railway any information to give the com-
mittee as to the future of the hotel at Kingston, Jamaica?

Mr. McGisson: I would like also, Mr. Chairman, to get the cost of equip-
ment of all the medical services, including the cars, x-ray machines and everything
of that kind, where they are located, the personnel, salaries, and the total yearly
expenses, as well as the total investment.

The CuAlRMAN: The management will get all the questions from the sten-
ographer. It will take time to get that information, of course.

Is there anything else, now, gentlemen? If we are going into these matters,
how is the time to get in your requests.

Mr. MacMirrax: I would like to know the cost of publishing the Canadian

ational magazine, the number of copies, the revenue, and if it is distributed
free, the day on which they discontinued distributing it free, as I understand
hey are now charging so much per year, and I would like to know about it.

Mr. Munx: Mr. Chairman, I asked two weeks ago for information in
regard to purchases of ties under the unemployment relief. I would like to have
a list of the contractors, the amounts paid and the deliveries.

Hon. Mr. Maxiox: There have b_een no amounts paid and no deliveries.
They are only starting to take out the ties now, I think.

Mr. Muxx: I want a list of the contractors and whether the contracts were
Placed in the regular way or placed on recommendation from someone in charge
of relief,

Hon. Mr. MaxioN: They were placed in the regular way. I can tell you
that now.

Hon. Mr. Caaprin: In respect to an inquiry of this kind, I protest that if
those contracts are now in effect we have no right in this committee to inquire
Ito them. It is against the rulings of other days and is against our usual course

usiness.

The CuamrMaN: If they are under unemployment relief, I do not think we
haye a right to go into them. Do I understand, is it alleged that this is unemploy-
ent relief money ?

Mr. MunnN: Yes.

The Cmamman: It is quite outside of the jurisdiction of this committee.
You can get that information in the House. I think the Minister has so stated,
and that the railway company was authorized out of unemployment relief funds
O purchase 2,000,000 ties; and a certain sum was allocated for that purpose, but
10 matter under that has been referred to this committee, and it is not in this
Teierence,

Hon. Mr. EvLer: Does it not come under this inquiry?

The Cuamrman: No.

# Mr. Power: I had a question on this on the Order Paper, and because this
A8 a railway matter we were referred to the railways committee for that inform-

m}On. I am quite willing to return to the House, if it is the opinion of the com-

shltbee that we should not get this information here. However, I think that
ould be discussed here.
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Hon. Mr. MaxIioN: Perhaps, in view of these remarks, I had better make a
few remarks too. I explained in the House of Commons what happened, that
2,000,000 ties were permitted to be purchased by the Canadian National ,Rail-
ways at the expense of the unemployment relief fund; an amount was allowed
up to 65 cents a tie, which amounted in round figures to $1,300,000. I pointed
out that the contracts were let by the Canadian National Raih’vay‘s in exactly
the same way as they have always been let in the past when it really came out
of the funds of the Canadian National Railways; that the men who got the
contracts were given the contracts by the railway; that the prices were set ‘by
the railway; that the amount ultimately to be paid, by the totalling up of the
contracts, I understood, amounted to between $900,000 and $1,000,000, instead
of the $1,300,000, because they got them at such a low price, 7 2013

That was, in brief, the information. Mr. Power and some other gentlemen
asked for information about the names of the contractors and the prti’ces aid
and so on—a lot of details which had never been given in the past. I hglzi n‘o7
objection to the names of the contractors being given, but there were somethin:
between three and four hundred of them scattered between the Atlantic and thg
Pacific, with the exception of Prince Edward Island, where they do not raise
timber for ties. That is the whole story. 3 ;

If the members of this committee wish to have a list of the names of the
contractors, I have not any objection.

In regard to the details of the contract price, I have objection, because the
railway gave the contracts as in previous years. I will give such information
as has been given in the past; but I know of no reason why I should give ;ncre
information.

Mr. Power: Has the amount been transferred?

Hon. Mr. ManioN: No. The contracts have been 4
none of the ties, I suppose, have been delivered yet, a]g;h(l}?lto}? Ytht:e Ilr‘ladWSY% ‘11}1](1
course of delivery. Until they want to pay for them, I rl'obn‘ot Srg’ .aY , }? Vi A ﬁ
ask us for the money. But the contracts came through betweegpgsgo 08%’ 4, h
$1,000,000, instead of the $1,300,000. The management of the railway. . ‘anl
fixed the price very low; they fixed a very low price, so low that}:c,h'a i :
many complaints from different parts of the country ; bdt o G e eri weé'g
up to the discredit of the railway. We have not}iing to do with '(E ity t;ar% b
we allocated the money. N1t except tha

Hon. Mr. Evier: I asked whether the matter
did not affect the accounts of the Canadian National Rail :
ish no.c1 Is that cEc)‘rrect,. g}ll' )3:11 I to understand that t}izg\’{;zs,w ifilghtlv}vz ;ng\;?f
chased in connection wi eu 3 .
b nemployment relief are paid for by the govern-
Hon. Mr. MaNION: Yes.

Hon. Mr. EvrLer: Is this amount o el § ;
a gift? unt of money which is paid for the ties made

Hon. Mr. ManioN: Yes. There will be a boo
cause the money will go through their hands; but (())czll;kee
to them.

Mr. Power: Then it is a gift of $900,000?
Hon. Mr. Ma~1oN: Yes.

Mr. MuxnN: I am satisfied with the answ { :
strange to say some of these contractors never ni;;ie iiélsag:fc?re pai'tlgl e bu;
that the old contractors were passed by and they went t0 new 1 b 1s surprisin

“had been in the business before. new people who never

of the contracts for these ties

ping entry probably, be-
erwise it will not be charged
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Hon. Mr. Manton: I also have a list of contractors under the previous gov-
ernment, and the same position exists. There are occasions in which some man
got a contract who perhaps was not in the tie business, but for some reason he
got it. It is a very small proportion, whether under the former government or
under our government. I get complaints that Bill Smith or Tom Jones got a
contract and he was not in the tie business. " Perhaps Bill Smith or Tom Jones
advanced funds to somebody else who had not money to do it; and there are a
number of those. )

Mr. Munn: I want to say that the principle is wrong. I am in the lumber
business myself, and if the railways or anybody else wants lumber, they should
go to the legitimate operators in the business and not to those outside.

The CualRMAN: In the years gone by, the legitimate operators for ties or
anything else were those who got closest to the government, and the other
fellows never got a chance to have a look-in.

In 1930 we found the National Railways loaded up with ties, and when the
change of government came in they said they could not take any more ties,
that they had two years supply in hand. :

Do you think I will stand back under circumstances like that? I am not
made in that way.

Mr. Mux~: That is not what T am asking about.

Mr. GoseiL: In my district there is a good deal of that. There were one
or two dealers, as the case may be, and these dealers sublet contracts to men
around the district, making their commission all around of in the vicinity of 10
cents per tie, to which also I do not objecq; but this year the prices were so low
that nobody could afford to make a commission of 10 cents per tie; and I know
of only one man in my county who is going to make delivery,—I do not think
he has done that already, but he will make about 5,000 ties; but the price to him
was from 20 to 30 cents less than the price in past years, and there was no
10 cents profit to anybody else. No big dealer or big contractor could avail
himself of taking a commission of 5 cents or 10 cents per tie, because the prices
were 50 low; and these contracts went directly to the small men in the country
and the farmers who delivered the logs and got the full benefit of the price
Paid by the government to the tie dealer.

Mr. Durr: Mr. Chairman, I am rather surprised to learn that either the
bast government or this government 1s making or giving contracts to tie people.

Hon. Mr. Mantox: The hon. gentleman misunderstood. Neither the late
Government nor this Government gave any contract for ties. It was mentioned
ecause the Government supplied the money by way of relief funds; but neither
e late Government nor this Government gave contracts for ties. The railway
8ave the contracts for ties.

Mr, Durr: That is a better explanation than was given previously.

... Hon. Mr. EvLer: Mr. Chairman, I think you made the charge that some
Millions of ties were purchased just before the last election, intimating that ties
Were purchased which were not necessary for the needs of the railway?

The Cuamman: I will ask Mr. Vaughan if when the change of government
g":]me, in 1930, the railway was not loaded up with ties and did not want to buy
Y more.

A Mr. Powrr: If we are to go into this question, let us go into it thoroughly.
Mr. Munn asked for information as to the ties. Why not go into it thoroughly,
" we are going into it at all?

Q Hon. Mr. Manton: If the committee wants to go into it thoroughly, this
Overnment, has nothing to hide.
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In regard to what the Chairman said, 1 will say this, that in 1929, the year
before the election, something like 14,000,000 ties were bought, when the usual
annual consumption of the railway is about 6,000,000. I do not want to stir up
a lot of stuff.

Mr. Power: That will be established by the questions which we will ask
Mr. Vaughan.

‘Hon. Mr. Manion: The first vear after we came into power, 4,000,000
ties were bought and paid for by the railway, and 2,000,000 are being bought
out of these unemployment funds this year. I have no fears, if it is stirred up;
but I do not think it is worth while, I say frankly and honestly. I think it is
a lot of little stuff.

I do not mind saying quite frankly that during the time we were in power
people write in from all over the country, and I pass on the letters of these
people to the manager, just exactly as Charlie Dunning did when he was
Minister or Mr. Crerar. And I go further. Ties have not been bought this
year all from one party. Neither were they bought under the late Government
from one party. Perhaps they were lopsided under them, and perhaps they
are lopsided under us.

Mr. Durr: 1 was always under the impression, and I think I know some-
thing about the way ties are purchased, that it- was done entirely by the
railway, and that neither this Government nor the late Government has had
anyvthing to do with the purchasing of them. Why does the Minister say that
£0 many ties were bought previous to the last election? T think the railway
officials bought those ties because they needed them. It may be true that I
or some other member may have written to the management about purchasing
ties in our municipalities; but it should not be brought in that they were bought
under the direction of the late Government.

Hon. Mr. Ma~ioN: I did not start this discussion on ties. I was opposed
because I did not want to give a lot of information which was not given in the
past. I am not wishing to make any political capital out of the question; but
when it is shot at us that we have done something “phoney” about ties, I wish
to say that ties this year have been bought exactly in the same way that they
were bought under the late Government. There were very many ties bought in
1929 and many in 1928, —much more than they needed; and you can draw what-
ever conclusion you want on it.

Hon. Mr. Evier: This is not doing anybody any good. There is an implica-
tion made that a very large number of ties were bought unnecessarily,—that
they were not required. I am not trying to be offensive, but the intention is to
give the impression to the public that those ties were bought for political reasons.
I am not disputing the statement that ties were bought, and perhaps more ties
were purchased than ordinarily would have been the case, and perhaps more
than the necessities of the case demanded,—I do not know. But since the charge
has been made, I think those who purchased the ties should state why they
were got.

Hon. Mr. Max1on: Nobody made a charge.

Hon. Mr. EvLer: Mr. Minister, you and I are very good friends, but the
Chairman has made a charge that before the last election an unusually large
number of ties were purchased. I think the intention was to leave the impression
upon the public that it was done with a political purpose in view. Whether it
was true or not, I do not know; I do not think it is true. I was a member of
the Government at that time and I had no knowledge of it. I think those who
pllllrchased the ties should have an opportunity to say why they made the pur-
=hases.



RAILWAYS AND SHIPPING 91
< Mr. Mun~: If you want information about ties, why not let us have a tie
ay?
Hon. Mr. EuLer: The statement has been made and it is going out, and I
would like to have it explained now, if possible.
?Mr. Durr: Is there any reason why we should not discuss that tie question
now?
The CuAlRMAN: I am wholly in the hands of the committee, but I have
nothing to take back.
Hon. Mr. EuLer: If the representative of the railway is here who knows the
facts, I would like to hear him now.
The CuamrMAN: I have been handed a statement showing the number of
ties purchased in Ontario and Quebec. In 1931 the railway purchased 3,149,062
ties; in 1930 the railway purchased 7,287,205 ties; in 1929 the railway purchased
12,862,129 ties,—pretty nearly 13,000,000 ties; in 1928 the railway purchased
12,078,496 ties; and in 1927 they purchased 8,049,592 ties; and those figures are
very significant to me.
Hon. Mr. EvLer: I want to repeat my question, and I would like to know
why that number of ties were purchased.

The CHAIRMAN: All right. Mr. Vaughan is here and I will ask him.

Mr. Durr: Mr. Chairman, and may we inquire into the price of ties in those
years?

The CrARMAN: Yes; and there is a difference between 1928 and 1930 and
1931. The price has been hammered down to nothing. I think the price has
been hammered down too low. Producers in my country say so, and that they
cannot live. And my friend, Col. Cantley, has characterized the business of
supplying ties as the refuge of the destitute.

Now, Mr. Vaughan, if you please.

Mr. VaugHAN: Mr. Chairman, I think the figures have been got in the wrong
vear. You are taking the deliveries in the particular years, rather than the
orders. We order ties in one year for delivery in the next year. That is, our
ties, for instance, in the year 1929 referred to, the big purchase was made in
1928 for delivery in 1929. That was brought about by the fact that in 1928
some of our general superintendents complained that they did not have sufficient
ties on hand to go ahead with their work early in the year. We had a meeting
and decided that we should have 100 per cent carry-over of ties. Therefore in
1928 we decided to bring up that carry-over so that we would have ties in 1929
ready to go ahead immediately transportation is open, because a large pro-
portion of our ties are water-borne and we do not get them until April, May or
June, or sometimes in August. And that explains the large number of ties
purchased in 1928.

At that time we were using about 10,000,000 per annum, and we had on
hand about 5,000,000 ties. At present we are using only about 5,000,000 ties
per annum.

The CHAIRMAN: What is your usual annual purchase on contracts,—did it
ever average 10,000,000 ties?

Mr. VaveuaN: Yes, for three or four years it averaged 10,000,000 ties a
Year.

Hon. Mr. Evrer: So that 10,000,000 ties is not very much more than usual;
and Mr. Vaughan explains it was done at the request of the superintendents, to
bring up their carry-over.

The CaAlRMAN: In 1930, is it not correct that when application was made
to the railway to purchase ties to help the unemployment situation, applicants
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were told that the railway had much more than their requirements and did not
want to purchase ties.

Hon. Mr. EvLer: Because the depression came and they did not need so
many, because they were not building so many branch lines?

Mr. VavcaaN: That is true. There was no new contruction or rebuilding;
and the creosoting program was beginning to show effect; but we have a large
number of ties on hand.

The CrarrMaN: The net result of your statement is that you were not in
the market for ties in the fall of 1930?

Mr. VaugHAN: That is so.

The CuarMAN: And would not have bought any ties but for the fact that
the Government came to your assistance?

Mr. VaucHAN: Yes.

Mr. Durr: Were any great number of ties used in the building of the
Hudson Bay Railway? Would they have been purchased by the Canadian
National? -

The CuARMAN: Anything bought for the Hudson Bay Railway was bought
by the railway as agents for the Government and do not appear in the railway
accounts at all.

Mr. Power: May I ask if any ties purchased by the railway went to the
Hudson Bay Railway?

Mr. VavcHAN: I could not give you the distribution of it, but a large
quantity of ties went to the Hudson Bay Railway in 1926, 1927, 1928 and
1929. :
© Mr. Durr: Are the Hudson Bay Railway ties appearing in your figures?

Mr. VAUGHAN: Yes.

Hon. Mr. MaxioN: Then I was wrong on that.

Hon. Mr. EvLer: Apparently the statement was made in eriticism that
12,000,000 ties were bought in 1928, which is a very considerable period before
the election. Mr. Vaughan says that they only ordered 2,000,000 more, and
that is accounted for when he says that the heads of the departments required
a little larger reserve in order to put themselves on the same basis as other
railways, and that that was good railway practice.

Hon. Mr. Maxion: I do not wish to drag it on, but the chairman pointed
out that when we came into power in 1930 the Canadian National Railways
had so many ties on hand that they did not want to buy a tie, and the only
reason they bought any was that we coaxed them to buy 4,000,000 ties by
assuming the interest on the 4,000,000. I do not wish to eriticize at all, and
I did not wish to discuss this matter, but Mr. Euler is taking such an extreme
attitude in it that it is a little difficult to explain why they should buy
12,000,000 ties and why they had 12,000,000 on hand when we came into
power.

Hon. Mr. EvLer: It is very easily understood. Mr. Vaughan has explained
that they bought a large number of ties, but not a much larger number than in
the years when we were prosperous and were building branch lines. It is
understandable why in 1930 the railway would not want to buy ties, because
they were not building branch lines.

Hon. Mr. MaxitoN: Branch lines were being built. '

Mr. McGiBeon: May I ask the Minister what was the budget of the Cana-
dian National Railways previously?

Hon. Mr. Manio~n: The figures are on record in the House.

1 do not want to carry on a political discussion in this committee, if we
can avoid it.
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Mr. McGiseon: About as big as it was for five years before?

Mr. Power: May I ask Mr. Vaughan this question. You heard the state-
ment by the Minister that there were undue purchases. Was my summing up
of it correct?

The CuAmrMAN: As a lawyer, that is a question for the committee to decide,
That is the question; at issue. As a matter of evidence, that is the point at
issue which the committee have to decide, and you cannot ask that of a witness.

Mr. Durr: May I suggest to Mr. Vaughan that one reason for the large
purchases in 1928, 1929 and 1930 was that you were instituting a ecreosoting
program throughout the country, and it was necessary to creosote a much larger
quantity of ties than you really wanted?

Mr. VaveHAN: Creosoting had been going on for a number of years, and we
always had a larger number of ties than needed for immediate demands.

Mr. Power: I would like an explanation from Mr. Vaughan of the matter
put before us by the Minister of Railways which seems extraordinary, that when
the government of which he is a member came into power the Canadian National
Railways seemed to have a very great over-supply of ties. '

Hon. Mr. Manton: I think the member might put his question without the
statement.

Mr. Power: Let him answer.

Mr. VaveHAN: I do not know that I understand the question.

Mr. Power: Why did you have an over-supply of ties in 1930, or did you
have one?

Mr. VaveHAN: As I explained, in 1928 we had been short of ties, at the
beginning of 1928, so we decided to bring our carry-over up to practically 100
per cent, so that we would have our ties available in the spring of the year when
we could put in the new ties, when labour was plentiful. Prior to that time we
had been using from nine to ten million ties per annum. We ordered, I think
something like 13,000,000 ties in 1928, which we got in 1929.

Mr. Power: Why was it that in 1930 you did not want any ties?

Mr. VaveuaN: The actual reason was this. We found it, in the first place,
that we were getting a good deal of benefit from the creosoted ties, which were
lasting 20 years instead of 7 or 8 years; so we decided to cut down at that time.

Mr. Power: Prior to 1930, was pressure brought to bear on you to purchase
ties, either generally or from any particular individual, by members of the
government? J

Mr. VaverAN: No.

Mr. Power: Since 1930, was pressure brought to bear on you to purchase
ties, either generally or particularly from individuals, by members of the Gov-
ernment?

Mr. VAucHAN: As the Minister explained, in 1930 and 1931, they guaranteed .
the interest.

Mr. Durr: Did the Government buy them or did you buy them?

Mr. VaveHAN: The 4,000,000 ties were purchased by us.

Hon. Mr. Maxtox: Who bought the 2,000,000 ties? _

Mr. VaveuaAN: They were bought by the Canadian National Railways.

Mr. Power: Did you receive instructions to purchase from any particular
person, those 2,000,000 ties?

Mr. VaueHAN: At the time we bought our ties, they were bought on instrue-
tions from the president.

Mr. Power: Prior to 1930, did you always receive instructions from the
president’s office as to the persons from whom you were to purchase railway ties?

Hon. Mr. Manion: I do not propose that Mr. Vaughan shall make any
implication that there was any different procedure in 1931 than in previous years.



94 SELECT STANDING COMMITTEE

I am informed in my department that there has been no change in any manner
or form. Is that right or not?

Mr. VaveHAN: There has been no change in the purchasing of ties at all.

Hon. Mr. Ma~1oN: Or has there been any change in the method of picking
out the people from whom you would buy them? Have they not been purchased
as in the past?

Mr. VaugHAN: I am in an awkward position. I have no politics. I doubt
if the questions are fair.

Hon. Mr. ManioN: That leaves a little implication that there was some-
thing wrong in 1931. Now I intend to open it up. In the past, under the
Liberal Government, I got the lists of the ties purchased, and perhaps not 99 out
of 100, but certainly 25 out of 26 or 27 were Liberals. It is a strange coincidence
that they were always Liberals under that Government. I would say now that
perhaps a proportion is switched the other way.

Hon. Mr. Evier: That is 25 out of 26 now are Conservatives?

Hon. Mr. Ma~ioN: Yes, quite probably.

Mr. Power: May I ask whether they have been switched under instructions
from the Government or the Minister?

Hon. Mr. Maniox: No, no instructions have been given; but I will tell you
what I did. I did just exactly as Charlie Dunning did when he was here, and as
other ministers did; when I got recommendations from different parts of the
country I passed them in and hoped that they would give them consideration.

Mr. Power: Were your hopes realized?

Hon. Mr. Ma~io~: Yes, just as the 14,000,000 ties before, in 1928, were
realized for the Liberal Government. My friends here have been much worried
about it. How is it that the year before the election Mr. Vaughan bought
nearly 14,000,000 ties more than they had ever bought before?

Mr. Power: Let us have an answer to that.

Mr. VaveaAN: What we bought by our department was only what was to
be bought for other departments. We do not buy anything on capital account
but what is covered by the budget. We purchase—

Mr. McGiseon: I would like to ask Mr. Vaughan something.

Mr. Power: The Minister will have no objection.

Hon. Mr. Maniton: I would ask Mr. Vaughan to bring in a statement for
our next meeting of the totals of all supplies purchased from 1920 to the present,
in every year.

Mr. Beausien: In 1929, when the Canadian National Railways made the
purchases of which you speak, was not that passed by the House of Commons
and the committee?

Hon. Mr. Manion: Yes. It is the greatest bunkum in the world—does
this committee go into all these details?

Mr. BeauBien: You have been going into it this morning.

Hon. Mr. Manion: Yes, because it was pressed by members. I was not
criticizing. /

Mr. McGieeon: I want to know whether I heard Mr. Vaughan correctly
or not—I hardly think I did. My conception of his answer was that he bought
everything on the instructions of the president, as purchasing agent, as I believe
he was. Have you no authority without the president to buy anything?

Mr. VaveaaN: We buy in our department and assume the responsibility
for practically everything we buy ourselves, excepting the matter of contracts
which were proposed which are on the instructions of the president.

Mr. McGiseon: Do I understand that the president overawes you and
gives you instructions to buy certain things at certain times?
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Mr. VaveaAN: No. We get instructions, if there are purchases of a large
amount to be made; we get our instructions from the board of directors.

The CuamrMaN: The ordinary routine you look after yourselves.

Mr. Brausien: In preparing the budget for the railroad, first, before it is
finally accepted and passed?

Mr. Vaveuax: We have now a committee, of course, which goes into the
budget generally. Then after the budget is passed, we have what is called a
financial committee, which consists of the Minister and others. But before we
buy even under the budget, the committee passes upon the needs for it.

Mr. MacMinran: Now I would like to refer back to the pension matter,
which we were discussing, and ask the following:

1. What is the present system of superannuation on the Canadian National
Railways?

2. Is the system contributory?

3. Do you consider the system as operated at present fair to the people
of Canada, the employees of the railway and the railway itself?

4. Is it possible for an employee or an official of the Railways to be paid a
larger pension than the pension scheme calls for? If so, who is the authority
to increase the pension of either an employee or an official?

I would like to ask Sir Henry: Do you consider the system as operated
at present fair to the people of Canada, the employees of the railway and the
railway itself?

Sir Henry THorNTON: I think the answers to a good many of those ques-
tions will be found in the pamphlet which has been distributed; but if you will
file those questions, I will consider them.

The CmairMAN: A series of questions has been handed up. Are these
from you, Dr. McGibbon, about coal?

Mr. McGisBon: Yes.

Sir Henry THorNTON: Who purchases coal for the .Canadian National
Railways in Montreal?

Mr. VaveHAN: It is done through our department, sir—

Sir Hexry THORNTON: It is done by the purchasing department?

Mr. VaveHAN: Yes.

Sir Hexry TrHorNTON: Did anyone other than the regular purchasing agent
purchase coal or sign a contract for the purchase of coal, during the past three
years?

Mr. Vaveuan: The contracts are all signed by the general fuel agent.

Sir Henry THorNTON: Did anyone other than the regular purchasing agent
of the Railways—I understand Dr. McGibbon means the regular purchasing
machinery of the railway—purchase any coal or sign any contract for coal,
during the past three years?

Mr. VaveHAN: No.

Sir Henry TuornToN: Who signed the contract? That is eliminated by
Yyour answer to question No. 2.

Is that an answer to your questions, Dr. McGibbon?

Mr. McGrseon: I think that is. Mr. Vaughan answered that a little while
ago.

Sir Hexry TuaornTOoN: Then do you consider these questions answered?

Mr, McGisBoN: Yes.

Mr, MacMrLan: Sir Henry, can you answer the question as to pensions?

The Cmamrman: I think you should wait for an answer to be prepared.
There are four different schemes, I understand.

. Mr. MacMiuian: I asked the president if he considers it fair to the Cana-
dian people and to the employees of the Canadian National Railways and to
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the railway itself, as it is at present operated. I do not think it would take
a long time to answer that question.

Hon. Mr. Caaruin: We had a similar report last year, and I think it would
be as well to delay the answer to that question until the next meeting.

The CuamrMan: I think it would be better to have it delayed until the next
meeting; but if the question is pressed, I would ask Sir Henry if he can answer
it now. Sir Henry would like to have a chance to refresh his memory on the
memorandum prepared, and I think it is but fair.

Mr. StewArT: On October 3, 1931, there was an article called “America’s
Fall Tonic” by B. Bulger. It refers to the world’s baseball series held each year,
and it gives quite a description about the entertainment which goes on there,
and I would like to read two passages and then refer to one other which refers
to a Canadian railroad.

The entertainment of visiting writers is, perhaps, the biggest item
in the expense of the club owners. Starting with little touches of
hospitality to visiting writers back in 1911, this feature of the big series
has grown to such an extent that club owners now vie with one another
in the novelty and lavishment of their entertainment. . . .

The desire of Newport hostesses to surpass one another in giving their
guests pleasure is no keener than this rivalry, as hosts, among the baseball
club owners. The bills would probably make Newport dowagers elevate
their eyebrows. In New York one year three local newspaper men were
asked to act as hosts and do no stinting. . . .

A most novel open house of the 1930 series was presided over by a
representative of a Canadian railroad company.

I would like to know if there was any representative of the Canadian
National Railways who presided over that novel open house, and, if so, who
he was and what it cost the people of Canada.

Sir Henry THorNTON: Where and in what city was this open house?

Mr. StewarT: It was in the baseball series of 1930.

Sir HeNry THORNTON: Presumably it was in the United States?

Mr. StEwArT: Yes.

Sir Hexry THOrNTON: I know of no such episode, and I know of no official
of the Canadian National Railways who is connected with any such thing.

Mzr. Stewart: I would like to know whether it was any officer of the Cana-
dian National Railways.

S?ir Henry TrOrRNTON: No. It does not say the Canadian National Rail-
ways

Mr. Power: If you were at the World Series and somebody asked you if
you would go and preside over such a jambouree, wouldn’t you go?

Sir HENrY THORNTON: I have probably seen, in the last nine years, about
one baseball match, and I never attended any functions in any way connected
with any baseball championship; and I know nothing whatever about the
episode to which you refer; and I know of no official of the Canadian National
Railways who was in any way connected with any such thing.

Mr. Stewarr: Might it be possible for an officer of the Canadian National
Railways to have been connected with it?

. S(ir Hexry THORNTON: No, quite impossible. There are other railways in
anada.

I would like to say that so far as I am concerned, in connection with such
a matter as is referred to in that article, and as far as I know no officer of the
Canadian National Railways was connected with it.

Mr. MacMivran: Mr. Chairman, I would like to get a list of the directors’
expenditures and fees that they received from the Canadian National Railways
up to the change when the new board came in, up to the past five years.
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Mr. Powrr: Including both.

The CuamrMAN: Let us have it for a period of a year before and after—
two and two; that is fair enough.

Now, shall we return to the routine, or have we any more questions?

Mr. Powrr: Before we return to our own business, may I ask if we ecannot
have the list of vendors of ties under that unemployment relief?

The CrmarrMaN: I have already ruled against it.

Hon. Mr. Manion: Yes, providing we also have the lists for the previous
years too. We should have all of them.

Mr. Power: Who will supply the list?

Hon. Mr. Manton: Mr, Vaughan can supply the list. May I say a word,
s0 that there will not be any misunderstanding going out to the public. Whether
these ties were bought largely from one political party or another, I want to
say that the Canadian National Railways did not suffer to the extent of $1,
as far as the price of ties was concerned. The Canadian National made the
price and they gave the contracts, and they bought the ties; so that there was
no fixing of the price by either government. Both governments made recom-
mendations of people that were writing in about it, and they passed on the
recominendations,

Hon, Mr. CuarLiN: Do I understand the Minister to say that he is going
to give out information in respect to ties or tie contracts presently in effect?
Because I certainly will object to that, because that is not in accordance with
what has previously been done. 1 am willing to inquire into anything that is
passed, but as to something which is in effect, it is against all rules that we
have ever had, both in the House and in the committee.

- Hon. Mr. Mantox: I do not know that my friend Mr. Chaplin is correct
In that. It is not the case of the prices and the contracts. I am just a member
of the committee and in the hands of the committee.

The CrammaN: I want to point out that none of the tie purchasers immedi-
ately subsisting are in the Canadian National budget at all, but they are under
the relief, and do not come within our purview at all.

Mr. Powrr: We have asked for that information in the House and we are
not able to get it.

Hon. Mr. Manitox: But all kinds of other information was asked for in the

ouse. :

Mr. Power: It does not matter to me where we get it, but I would like to
have the information.

Mr. MacMiLran: I would like to ask whether it has been the practice,
when the board of directors have met at a meeting, that $40 in gold was given
at each time that they met?

Sir Henry THorNTON: Do you mean the board?

Mr. MacMinnan: The board of directors?

Sir Henry TaorNTON: No. The board of directors receives a salary of
$2,000. It is not my understanding that the directors get anything as directors
beyond the $2,000. The executive committee meets once a week or sometimes
oftener, and, I think it was approved by order in council, received $40 per
eeting.

Mr. MacMiLLan: Do they receive that now?

Sir Hexry THorRNTON: Yes. The board of directors as a whole receive a
salary of $2,000 a year. If he is a member of the executive he receives $40 per
eeting.

Mr. MacMiLLan: And they have expense accounts over and above that?

Sir Henry THORNTON: Yes.

~ Mr. MacMiLran: I would like to have the expense accounts of these
directors included with the other questions, for two years prior to the election of
the new board and two years in the new board. :
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Sir HeNry THORNTON: You mean two years prior, and up to date?

Mr. MacMmran: Yes.

The CuarmaN: Is it not true that the board of directors have taken a ten
per cent cut of their honourarium, the same as other employees?

Sir HeENry THOrNTON: That is true.

The Cuammax: I know they are getting $1,800.

Mr. Mun~: Do I understand that the members of the executive are receiv-
ing $40 for each meeting as well as a salary?

Sir HeENry THORNTON: Yes.

Mr. Mu~n~: Have they been reduced that 10 per cent on their salary?

Sir HENry THORNTON: Yes, the directors have taken the ten per cent cut
on their salary.

Mr. MacMirran: What is the present practice of the board of directors as
regards their expenses?

Sir Hexry Tror~NTON: They get a per diem allowance of $15 per day. I
forget just-the day when that was brought into being, but it was brought in by
the new board some few months ago.

Mr. MacMiLLaN: That is since the new board?

Sir HENry THOrRNTON: Yes, Mr. MacMillan.

Mr. BerL: Mr. Chairman, referring back to Mr. Power’s question, as to the
fact that he asked for the number of tie contractors, and that he could not get
the information in the House, I would raise the constitutional question,—

Mr. Power: Come over on our side.

Mr. BeLn: That this committee should not grant this information to Major
Power until it has been decided by the House that he should get the information
asked for. :

The CrarMan: Mr. Bell, I have already ruled that, as these ties were
purchased under a special unemployment relief guarantee, and do not form any
part of the Canadian National budget referred to this committee, it is not within
the purview of this committee to deal with the question.

Hon. Mr. Evier: Have any ties been purchased during the last year,
outside of those authorized in that way?

Mr. VaveHAN: No. We had an old contract, in connection with the sale
of some property, which takes care of some 150,000 ties a year; but no new
contract.

Mr. Durr: On a point of order, if I understand the question correctly, as to
the purchase of these ties under the Unemployment Relief Aect, I understand
that a lump sum was to be passed over to the railway for the purchase of these
ties?

The CHAIRMAN: A maximum sum.

Mr. Durr: Whatever the ties cost. Now then, I think we are entitled to 2o
into this matter because those ties would be and are being purchased by the
Canadian National Railways and cheques will be issued to the contractors by the
Canadian National Railways, and the amounts will go through the Canadian
National Railways; and in the end the amount would be paid by the Govern-
ment to the Canadian National Railways. So that T think we are quite in order
in asking for that information as to the expenditure of money for these ties.

The CuarMAN: I have already ruled upon this matter. The Committee
may overrule me.

Mr. Power: I understood, Mr, Chairman, shortly before Mr. Bell brought
this up, that we were to get this information.

The CuamrMan: Not from me, sir.
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Hon. Mr. Manton: I said that T have no objection to the list of names.
Some of the Committee object to it being given. I am in the hands of the
Committee, the same as my friend.

Mr. Power: I understand that the Minister is willing.

Hon. Mr. Manion: Yes, on the condition that we get the lists of other
years as well. ‘

The Cmamrman: What is the wish of the Committee? If there is no
motion, we will proceed to other business. As far as I am concerned, you are
not to have it, unless the Committee decide otherwise.

Mr. Power: I appeal from your ruling.

The CuammaN: Very well, put it in writing,

Mr. Durr: I do not think we should have any voting upon it. The Com-
mittee should have the information. If we go back to the Minister next year
and ask who got employment under the Unemployment Relief Act, he will say
that he has not the information and that the Government passed it over in a
ililmp sum. If we cannot get it from this Committee, we cannot get it from the

ouse.

The Cuamrman: That would be too bad. I think I am sound in my ruling.

Mr. Power: Technically, Mr. Chairman, I think you are.

. The Cuairman: What is the will of the Committee? Do you want this
Information or do you not? I do not care anything about it myself.

Mr. Power: I would like to have it, and I would move that we have it.
Mr. Munn: I second that motion.

Mr. Bern: I still insist, Mr. Chairman, on the constitutional question that
this information, if it cannot be obtained from the House it cannot be obtained
through a Committee of the House.

The Cmamrman: I would have to rule upon that motion, that Mr. Power
cannot get that information here. Mr. Power appeals from the ruling of the
chairman. Shall the Chair be sustained? Will the secretary count the num-
bers voting?

The CLerk: Seven.

The CuamrMmaN: Those against the appeal from the ruling of the Chair?

The CrLerk: Seven.

Mr. Beausien: Is the Minister not obliged to vote?

Hon. Mr. Mantox: If I am to vote, I would vote that the chairman be

:ﬁstained. I was fair enough not to vote. I have voted now, and that settles
at.

The Cmamrman: Then the ruling is sustained, and we pass on to other
business. -

Gentlemen, when we were meeting a week ago we were taking up the
annual statement of the president, and we have proceeded so far as the ques-
tion of operating expenses, on page 7. Is there anything arising out of that
Statement, as far as it has gone, about which the Committee wishes to carry
on any discussion?

Mr. Brausien: The other day I asked if the Committee would give me
Certain information in regard to the Chateau Laurier.

The CuairmaN: Mr. Beaubien the other day asked for certain information
I respect to the Chateau Laurier? Is the management ready to make any
statement on that point now?

Sir Henry TrornToN: I did not hear the question.

The CmamrMaN: Mr. Beaubien on the 12th April, requested information
Tespecting the improvements made at the Chateau Laurier, Ottawa. Is that

formation available at present?
488629
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Mr. MacMiLLan: What page is that?

The CrarMAN: It is in No. 3 of the Minutes of Proceedings and Evidence,
and in the Evidence at Page 53:—
Mr. BeauBien: Might I ask that the officials of the Canadian

National Railway give this information. I have had a lot of corre-
spondence, and there have been rumours in the country as a whole,
substantial rumours, in regard to improvements to the Chateau Laurier
or changes that were made in the Prime Minister’s house. I should like
to ask who it was requested by, and what was the cost.

I suppose the ““ house ” means “ suite.”

The information is not available to-day, I am told.

Mr. Beausien: And I have not brought my brief down.

The CuARMAN: s there anything arising out of pages 5, 6 and 7, so far
as we have gone on the statement of operating revenues?

Hon. Mr. Evrer: What are we at, Mr. Chairman?

The CualrMAN: At the last meeting, a week ago, we read over pages 5, 6
and half of 7 of the president’s report to the Minister, which, as you will recall
is the regular routine; and discussion often arises out of that. We had a dis-
cussion on the question of motor vehicle traffic on the last day, that comes under
the very last paragraph before Operating Expenses. These figures, of course,
are very startling, and I do not know whether I should say illuminating or not,
but I hope members of the committee as well as members of the house have
studied these figures, because to me they are very startling, and they press in
upon us the seriousness of the situation, so far as they affect the credit of the
country and the whole railway situation in the country.

Mr. DuFr: Is there anything new about it, Mr. Chairman?

The CaarMaN: T will leave the opportunity open, if any member wants to
make an observation.

Sir Henry THOrRNTON: I would say this, bearing upon the whole general
question, more particularly as it relates to this year. We find that for the first
three months ending March 31st this year, our system’s revenues were down
$8,590,000, or 17-8 per cent. Our expenses are down $8,902,000, or practically
the same amount, 17-8 per cent.

For class 1 roads in the United States, for the two months ending March 1,
revenues were down 22-8 per cent, and expenses were down 22:2 per cent.
That is just an indication of how things are going this year. It is indicative
of the fact that we are now meeting the decreases in revenue with decreases in
expenses; and our reduction in revenues is 17-8 per cent, as compared with a
somewhat similar pemod in the United States of 22-8 per cent; so that from a
revenue point of view we are slightly better than the average class 1 railway
in the United States.

That has no direct bearing on this report but at the same time it has more
or less bearing upon it.

Hon. Mr. EviLer: Would it be fair to make a comparison with the other
Canadian railway?

Sir HeNry THORNTON: I have not got it at the moment It could be done
as soon as their report is out.

The Cuairman: Shall we proceed or is there any discussion arising out of
this aspect of the question?

Mr. MacMiLran: I move that we adjourn, Mr. Chaxrman It is now 10
minutes to 1.

The CuarmAN: Until when? To-morrow morning at 11 o’clock.
The committee adjourned to meet, Wednesday, April 27, at 11 o’clock a.m.



Room 231,
House or CoMMONS,
April 27, 1932.

The Select Standing Committee on Railways and Shipping met at 11 a.m.,
Mr. Hanson presiding.

The Cuamrman: Sir Henry Thornton has requested an opportunity to
make a statement to this Committee this morning. One of the things that I
undertook with Sir Henry Thornton, when I became chairman of this Com-
mittee, was that he would have full opportunity for a full defence and fair play.

am going to ask the Committee to hear Sir Henry Thornton at this time.

Sir Henry TaHOrNTON: Mr. Chairman and gentlemen: Pursuant to the
resolution of your Committee, dated April 12, 1932, calling for a copy of any
resolution passed by the Board of Directors in relation to the provision of a

ouse in Montreal for the President of the Canadian National Railways and
any other information of a written character, together with a memorandum
Covering the whole transaction, there are filed herewith certified copies of all
resolutions appearing in the minutes of meetings of the directors, also a copy
of the lease.

4 The executive committee of directors on September 17, 1929, passed the
fohOWlng resolution:—

Whereas in the opinion of the executive committee a suitable resi-
dence in Montreal for the Chairman and President of the company is
essential for the proper conduct of the company’s business, it was unani-
mously resolved that the executive committee should undertake to lease
a suitable and properly equipped residence for the use of the Chairman
and President of the company under such terms and conditions as the
committee may subsequently deem proper.

The Board of Directors on September 23, 1929, passed this resolution:—

Resolved that in the matter of the leasing of a suitable residence
for the use of the Chairman and President of the company in Montreal,
the resolution adopted by the executive committee in this respect at its
meeting on September 17 is approved, and the committee is hereby
authorized to lease a suitable and properly equipped residence for the
use of the Chairman and President of the company under such terms and
conditions as the committee may subsequently deem proper.

hel The minutes of the meeting of the Executive Committee of the Directors
eld on March 24, 1930, read as follows:—

The President then left the meeting and reference was made to the
resolution of the directors passed on September 23, 1929, regarding the
provision of an official residence for the President and to the unsuccess-
ful efforts made to secure one.

. It was decided that in order to carry out the intention of the
directors as from the date of such resolution an adjustment should, when
the residence was purchased, be made with the President in respect of
rental, as of the date of his present contract.

3020 101
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The Executive Committee of the Directors on June 16, 1930, passed the
following resolution:—

Resolved that the company rent from George H. Seguin, for a term
of ten (10) years, commencing on the first day of August, nineteen hun-
dred and thirty (1930) and expiring on the thirty-first day of July,
nineteen hundred and forty (1940), that certain house bearing No. 1415
Pine Avenue West, in the City of Montreal, for an annual rental of
fifteen thousand seven hundred and twenty-five dollars ($15,725), pay-
able quarterly on the first days of February, May, August and Novem-
ber of each year, the first payment to become due on the first day of
November next (1930), and subject to the following conditions on the
part of the company, namely:—

To keep the house in good order of repairs during the entire term of
the lease.

To use the premises as a private residence only, and for no other
purpose.
~ To pay all taxes and assessments, general or special, or of any nature
whatsoever which may be imposed on said property during the term of
the lease.

The minutes of the meeting of the Executive Committee of the Directors
held August 7, 1930, are as follows:

It was decided that the approval of the Executive Committee given
on June 16, 1930, to the lease to the Company of a house (No. 1415 Pine
Avenue West) as a residence for the President, as approved by the Direc-
tors September 23, 1929, be now entered in the minutes of the said meeting
of June 16, 1930.

When I came to Canada to discuss with the then Government the question
of my acceptance of the post of President of the Canadian National Railways
I expressed the opinion to the Government of that day that the task I was asked
to undertake was one of the greatest difficulty, in view of the financial position
of the enterprise and other attendant features; further, that I was willing to
undertake it at a salary of $50,000 per year if it was understood that this com-
pensation should be materially increased if I succeeded, with the aid of the staff
in bringing about any marked improvement in the operating and earninO's’
results. . f

In 1928 some of the Directors intimated to me their desi
bonus of $100,000 as recognition of what had been accomplis}?:g%nt?oh‘éosieﬁiuz
five years, informing me that similar action had been taken by other companies
I considered the proposal, but preferred not to accept it because 1 felt that it
was hardly fair to other executive officers who had given highly effective service.

The records show that at that time I was under con i
1930, and the then Board of Directors felt that in recog,rn‘icii&t)cr;0 (l)lfn i%e()igoggie%
showing of the system it was only fair that a new contract be arran eg on a
basis which would substantially increase the payments to me: in Othegr words
it was considered that the time had arrived when the comf)ensation of the

President should be made comparable with that of other large railway systems

Having rejected the suggestion that a bonus of $100,000 be paid me in
recognition of past services, I accepted the proposal made at that tri)me by the
then Board of Directors that, as some recognition of the value of m serifrices
the railway provide an official residence for the head of the enterprisz not onl ’
on that account but because in the judgment of the Board it was considere(}ir
desirable that the head of the organization should be provided with a suitabl
residence for the fulfilment of many duties which fell upon his shoulder;ml B
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It is not unreasonable to point out that I have in every way endeavoured
to co-operate with the views of the present Board and to relieve the company
of further expenditures on my behalf. Although the resolution relating to the
provision of the house stated that the house should be “properly equipped,” in
view of subsequent adverse financial conditions I voluntarily undertook the
financing of all repairs, conditioning, furnishing and equipment for the house,
have also stood personally all upkeep and maintenance charges since oceupancy,
and in this respect I assumed a heavy burden running over fifty thousand
dollars which the original resolution in no sense contemplated. Consequently
the provision of the house rent free, instead of being an asset has proven a con-
siderable liability.

The contract as finally negotiated between the government and myself
provided for a payment of $75,000 per year and reasonable expense allowances.
The members of the then Board of Directors and the Hon. C. A. Dunning,
Minister of Railways and Canals at that time, confirm, that the amount of
expense allowance was to be determined by the Board of Directors. The expense
allowance was fixed at $15,000 per year and was designed not to cover many
necessitous expenses incurred through my office, but official expenses which
attached to the position of head of the Canadian National Railways.

The Directors also determined that it was proper for me to receive a $5,000
contribution from the Ontario Car Ferry Company, an enterprise not controlled
by the Canadian National Railways but jointly owned with the Buffalo, Rochester
and Pittsburg Railway, and, in addition, $5,000 on account of my presidency
of the Central Vermont Railway and a similar amount on account of my presi-
dency of the Grand Trunk Western Railroad, both subsidiaries of the Canadian
National.

To clarify the situation, at this point, I lay before you an interchange of
cablegrams between Mr. Tom Moore, now at the International Labour Confer-
ence in Geneva, a member both of the former and the present Board, and
myself:—

MonNTREAL, April 20, 1932.

Moorg, Canada of, Geneva.

Questions being raised in Committee of House as to payments and
allowances made by Directors in addition to straight salary covered by
contract especially in view limitation as to salary contained in said con-
tract. My understanding is that at time contract was made in 1929
entire matter was discussed with Minister Railways and it was under-
stood Board of Directors were free to grant at their discretion other
annual payments and allowances, as for instance payment to me from
Central Vermont and Grand Trunk Western, and could also at their dis-
cretion provide free house, and in pursuance thereto action of Directors
was taken accordingly covering items above. Would appreciate cable from
you setting out if this is your understanding and confirm my understand-
ing that above is in accordance with the facts.

THORNTON.
GENEVA, 1932, April 21, a.m. 3.15.

THORNTON, Canadian National, Montreal.

Believe your understanding to be correct and am convinced govern-
ment were satisfied to leave Directors free to make extra allowances
referred to and that same were not considered as conflicting with terms
of your contract.

MOORE.
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The former Minister of Railways and Canals, the Hon. C. A. Dunning,
states, and is prepared to confirm, that,—

The salary contract with Sir Henry Thornton provided for $75,000
annual salary and also provided that reasonable expenses should be paid.
The Board of Directors have exactly the same authority over Sir Henry
Thornton’s expenses as over all other expenses of the Canadian National
System.

The following legal opinion was supplied me by Messrs. Campbell,
McMaster, Couture, Kerry & Bruneau, Advocates and Solicitors, Montreal,

This is signed by Mr. Campbell.

I have examined the terms of the Agreement between His Majesty
the King, represented by the Minister of Railways and Canals, and your-
self dated the 23rd of October, 1929, and also the Agreement between you
and the Canadian National Railway Co., dated the 23rd of September,
1929, and various resolutions of the Board of Directors and Executive
Committee of your Company, submitted in reference to your emoluments
and allowances.

After careful consideration of these various documents, supplemented
by discussion with yourself, I am of opinion that there is nothing in your
contract with the government, or with the Canadian National Railways,
which would prevent the Directors of the Canadian National Railway
Co. from adopting the various resolutions submitted to me in reference to
your emoluments and allowances, over and above your stated salary of
Seventy-five thousand dollars ($75,000) per annum.

I am of opinion that the various actions taken by the Directors of
the Canadian National Railway Co. in the matter, as set out in these
resolutions, were within their powers under the Statutes governing the
Company and the By-Laws heretofore enacted by it, and approved by
the Governor General in Council.

Previously in this memorandum it is stated that in 1928 I was approached
by some of the directors with respect to a bonus of $100,000, but declined to
accept it. I, however, approved of the suggestion put forward by some of the
Directors that the railway should equip itself with a house for the use of its
chief executive officer. The transaction in connection with the house is out-
lined as follows by Mr. J. Gill Gardner, a member of the former Board of
Directors:—
L In the Spring of 1929, the Directors had under active consideration
the question of making a new financial arrangement with respect to the
services of the Chairman and President.

It was observed that various large commercial concerns deemed it
advisable to provide official residences that remain available for persons
from time to time holding high executive positions.

The Directors had in contemplation in the first place the purchase of
an official residence, but eventually it was decided to avoid a capital
commitment, and on September 17, 1929, the following resolution was
passed by the Executive Committee, namely:—

Whereas in the opinion of the Executive Committee a suitable
residence in Montreal for the Chairman and President of the Com-
pany is essential for the proper conduct of the Company’s business,
it was unanimously Resolved that the Executive Committee should
undertake to lease a suitable and properly equipped residence for the
use of the Chairman and President of the Company under such terms
and conditions as the Committee may subsequently deem proper.
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On September 23, 1929, the Board of Directors passed a further resolu-
tion reading as follows —

Resolved that in the matter of the leasing of a suitable resi-
dence for the use of the Chairman and President of the Company in
Montreal, the resolution adopted by the Executive Committee in
this respect at its meeting on September 17 is approved, and the
Committee is hereby authorized to lease a suitable and properly
equipped residence for the use of the Chairman and President of
the Company under such terms and conditions as the Committee
may subsequently deem proper.

I may again observe at this point that concurrently the question of
salary was under consideration but was settled subsequently after the
decision to provide a house. I may explain that under the above resolu-
tion the house was to be a “properly equipped residence,” but, as a
matter of fact when the question of proper equipment arose later, the
President voluntarily assumed the necessary expenditure himself.

Pursuant to resolution (copy attached) of June 16, 1930, a house
bearing No. 1415 Pine Avenue West, Montreal, was duly leased from
George H. Seguin to serve as an official residence of the Company.

There appears to be some misunderstanding as to the purchase of
the house in question which was for sale by the then owner. The Com-
pany however had nothing to do with any purchase; it simply leased
the property from the above-named lessor upon the terms and conditions
set out in a copy of lease hereto attached.

May I add that the proposal was favourably discussed with the
Acting Minister of Railways and Canals, the Hon. James A. Robb.

As one of the former Directors T have full knowledge of the transac-
tion, and in closing I desire to observe that the Directors were animated
only with good-will towards the enterprise and the President, in view of
the fact that largely through his efforts a homogenous rallway system
highly efficient with an enthusiastic loyal personnel had been created from
several competing rallways and antagonistic staffs.

May I add that in 1922 the financial showing of the all inclusive

system was as follows:—

Net revenue from operation.. .. .. .. .. ..$ 4,726,951

Available for interest.. .. IR 1,211,921

Deficit after interest to pubhc S ar =g 8301 315
whereas in 1928 it had become as follows:—

Net revenue from operation.. .. .. .. .. ..$ 56,039,462

Available for interest: . iv,, ailEne Lovaaiing Lo i0045,131.694

Surplus after interest to pubhc T TR 3,185,686

The president Board of Directors continued the payments until I relin-
quished the amounts from the Central Vermont and Grand Trunk Western
Railways.

I believe it to be necessary, as a matter of justice, to take this opportunity
to express to the Select Standing Committee on Railways and Shipping the
opinion that the situation relating to expense accounts of officers and employees,
club dues, ete., has become distorted in the public mind, the situation portrayed
by the press reports tending to create the idea that there has been widespread
wrong-doing. Justice to those concerned impels me to take this opportunity
of informing you that it is my considered opinion that there is no ground what-
ever for that belief. Both in point of efficiency and honesty the personnel of
the Canadlan National System measures up to high standards.
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It should be recognized, in dealing with such a subject as the total travel-
ling expenses of such a huge system, that while the figure may appear large, it
is in a comparative sense moderate. The amounts of approximately $1,900,000
in 1930 and $1,600,000 in 1931 are repeatedly referred to as being entertain-
ment expenses of the officials and, in some cases, as being the entertainment
expenses of the executive officers. The amounts, in point of fact, represent a
vear’s travelling activities on the part of 3,500 Canadian National men, of
whom 712 are officers. The travelling expenses include all payments at hotels,
whether they be owned by the company or by others, sleeping car fares, meals
and incidental expenses which are necessary. It must be remembered that on
a railway such as the Canadian National, there are many hundreds of men who
are almost continuously away from their homes on company business. 'The
average of these travelling expense accounts works out at about $40 per month
per man whose duties call for expense disbursements. In 1931 the travelling
expenses of the 712 officials, as distinct from other classes of employees,
amounted to $514,000.

Another statement which has attracted wide attention is to the effect that
the railway is disbursing an amount of $100,000 a year in dues for social club
membership for officers and staff. There is nothing, either in 1930 or in any
other year, to support this statement. The highest amount disbursed in any
year on that account was $20,000, and no such payments are now authorized
except after the most careful consideration by the Board of Directors as to the
necessity of such elub membership. As a matter of fact, it is a well known
practice of large business organizations to have their officers become members
of important clubs where contact is made with prominent and influential men.
I know of no enterprise which has for its object the sale of services or products
to the public which is completely immune from the necessity of a reasonable
degree of entertainment to patrons and clients. The Canadian National is no
exception to the prevailing practice. For dues in business clubs the railway
expended in 1930 and 1931 an average of $18,016. The summary of all club
mizmbership expenses, both business and social, during 1930 and 1931 is as
follows:

1931
Entrance Annual Entrance Annual
Fees Dues Fees Dues
Business Clubs.. .. .. .. $ 1,294 00 $18,640 55 § 356 50 $17,393 79
Social Clubs.. .i .. .. .. 9,543 00 19,948 32 2,920 50 17,696 84

$10,837 00 $38,588 87  $3,277 00  $35,090 63

The amounts expended for business clubs represent memberships in Boards of
Trade, Chambers of Commerce, associations of traffic, mechanical and other rail-
road officers, ete.

The progressively improved results of the Canadian National Railways
since January 1, 1923, and until the cyclone of depression struck us all, may be
attributed in a very large degree to the devotion and efficiency of its officers
and in no less degree to the enthusiastic loyalty of thousands of employees from
the Atlantic to the Pacific without whose co-operative effort progress would
have been unattainable. I rejoice in the opportunity to again express my
appreciation and grafitude to all of those in the service of the Company who
have, in fair weather and foul, given to the enterprise continuous and unwavering
loyal support. .

This statement, Mr. Chairman, I submit:—

On this day, the eighth of the month of August, nineteen hundred
and thirty;

Before Mtre. Lionel Joron, the undersigned Notary, duly admitted
and sworn in and for the Province of Quebec, residing and practising
in the City and District of Montreal;
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Came and appeared: G. Henri Seguin, residing in the City of
Montreal, Notary, hereinafter called the “Lessor,” who doth hereby lease
for the term of ten years (10) commencing on the first day of the month
of August, nineteen hundred and thirty (1930), and expiring on the thirty-
first day of July, nineteen hundred and forty (1940), unto Canadian
National Railway Company, a corporation duly incorporated, having its
Head Office in the City of Montreal, herein acting and represented by Sir
H. W. Thornton, of the City of Montreal, President of the said Company,
and R. P. Ormsby, of the City of Montreal, its Secretary, both hereunto
duly authorized in virtue of a resolution of the Board of Directors of
said Company passed at its meeting duly held at the City of Montreal
on the fifteenth day of the month of March, nineteen hundred and twenty-
six (1926), copy of which resolution will remain annexed to the original
hereof, after having been signed me vartetur by the undersigned Notary,
hereinafter called the “ Lessee,” hereto present and accepting for itself,
its successors and assigns, the following immovable properties, namely:—

DESCRIPTION

“A” An emplacement fronting on Pine Avenue, in Redpath, in the
City of Montreal, containing one hundred and fifty-five feet in width in
Pine Avenue and being composed of:—

(a) Subdivisions forty-two and forty-three of Original lot number
one thousand seven hundred and fifty-five (1755-42 & 43), upon the
official plan and book of reference of the St. Antoine Ward;

(b) The Southwesterly part of subdivision number forty-four of
said original lot number one thousand seven hundred and fifty-five (1755
S.W. pt. 44), upon said official plan and book of reference, measuring
twenty-five feet in width in front and in rear by the whole depth of said
subdivision number forty-four, bounded in front by Pine Avenue, in rear
by subdivision numbers eighty-one and eighty-two (81 and 82) on the
North East side by the remainder of said subdivision forty-four and on
the South-West side by subdivision forty-three of said official lot.

“B” An emplacement also situate in Redpath Crescent, in “Redpath”,
composed of:—

(a) The South-West portion of subdivision number eighty-one of
said original lot number one thousand and seven hundred and fifty-five
(1755-S.W. pt. 81), containing twenty-three feet nine inches in front and
six feet ten inches in width in rear by a depth of ninety-nine feet one inch
in the South-West side line and one hundred and two feet eight inches in
the North East side line, bounded in front by said Redpath Crescent, in
rear by subdivision number forty-four of said original lot number one
thousand seven hundred and fifty-five, to the South-West by subdivision
number eighty-two of said official lot and to the North-East by the
remainder of said subdivision number eighty-one of said original lot
number one thousand seven hundred and fifty-five;

(b) Subdivisions numbers eighty-two and eighty-three of said original
lot number one thousand seven hundred and fifty-five, upon said official
plan and book of reference, with the house thereon erected bearing civie
No. 1415 of said Pine Avenue, whereof both gable walls are entirely built
on the above described immovables with which the Lessee declares itself
content and satisfied.

CONSIDERATION

The present lease is so made for and in consideration of the sum of
One hundred fifty-seven thousand two hundred and fifty dollars
($157,250) during the term of said lease to be accounted and reckoned
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from the first day of the month of August Nineteen hundred and thirty
(1930), and payable as follows:—

Fifteen thousand seven hundred and twenty-five dollars ($15,725) per
year in and by forty quarterly, equal and consecutive payments of Three
thousand nine hundred and thirty-one dollars and twenty-five cents
($3,931.25) each payable on the first day of the months of February, May,
August and November of each year, whereof the first payment will be-
come due on the first day of the month of November next (1930) and
thus to continue up to and including the thirty-first day of the month
of July Nineteen hundred and forty (1940).

CONDITIONS

The present lease is so made subject to the following charges and
conditions which are of the essence hereof and to the fulfilment whereof
the Lessee binds and obliges itself, namely:—

1. To pay the cost of this deed and a certified copy therefor for the
Lessor;

2. To pay the water tax and all other taxes and assessments general
and special affecting said immovables from this day and the proportion
from this day of those for the current year as well as any and all instal-
ments to become due from said date of any special assessments, payment
whereof is spread over a term of years;

3. To execute all repairs of any nature whatever in the above described
and presently leased premises and Fire Insurance premiums;

4. To comply with the conditions and stipulations relative to the
use of the premises as set forth in the title deeds of the Lessor, namely:

“No building shall in any event be a tenement or apartment house,
or be so constructed or divided within as to permit of its being occupied
by two or more families having each a distinct portion of the building not
communicating from within: Any building erected upon the said property
must be used as a private residence only, or as the accessory of such, and
not as a school, hospital, tavern or for any purpose of trade, business or
manufacture, or for the purpose and business of any Corporation of a
public character”.

5. To leave and abandon the hereby leased premises at the expiration
of the present lease in as good order and condition as they were at the
time the Lessee took possession thereof.

6. To submit to all passive servitudes affecting the hereby leased
property, with the right of exercising all active servitudes attached thereto
and generally to fulfil to the exoneration of the Lessor all obligations to
which he may be bound under his deed of acquisition and to hold said
Lessor harmless and indemnified in respect thereto.

Whereof Acte:

Done and passed at the said City of Montreal and of record in the
office of the undersigned Notary under the number fourteen thousand and
sixty-nine of the Minutes of the said Notary.

And, after due reading hereof the Parties signed with and in the
presence of the undersigned Notary.

(Signed) G. H. SEcuN,
H. W. THORNTON, President.
R. P. OrMsBY, Secretary.
LioNeL JoroN, Notary.

True copy of the original hereof remaining of record in my office.

LioNEL JoroN,
Notary.
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Mr. McGisBon: Mr. Chairman, I hold in my hand a copy of the agreement
with Sir Henry Thornton. I have repeatedly said I do not know what he is
worth,—I do not particularly care. I have repeated that from the first. His
contract called for $75,000 and reasonable out-of-pocket expenses. Now, a
contract, to my mind, is a contract; and I have always taken the ground that if
Sir Henry was worth more or thought he was worth more he should come to the
Government of Canada, who represent the people who own this railway and
there demand it and get it, if he could. If the people did not think he was worth
it, it was another question. I resented and resent now these round-about, under-
hand ways of getting increased salary.

In regard to those expenses, I took occasion the other day to enquire into
them. During the last five months, if continued for twelve months, the saving
will be three-quarters of a million a year. Now, when you can get cut off three-
quarters of a million dollars on a two million dollars account, it is a material
saving; and so, to my mind, something must have been pretty loose before.

As far as club dues are concerned, I do not know why any official getting
the salaries which are paid to the officials of the Canadian National Railways
should want the public to pay their club dues. I totalled them up as Sir
Henry was going along, and I think they ran to about $48,000 all told. If this
road was progressing and if the people did not have to put their hands in their
pockets for about $100,000,000 a year, it would be a different picture altogether.

The attitude which I have taken all along is this: This railway is a danger
to the country, and in times of depression like this, when thousands are being
kicked off at the bottom and people’s wages are being reduced, the economy
should start at the top and the example should start at the top. If we can-
not trust those who are leaders in industry, in finance, in business and in politics
to set an example which will take this country through this depression with the
least disturbance, and that will leave the people in the best frame of mind,
where are we going to get leadership?

As I said before here, I got this information a year ago, and it has not been
materially changed. I said nothing publicly, hoping that this thing would be
changed from the top and some example would be set here. I will grant that
there has been a reduction there of three-quarters of a million dollars. I think
probably they should have credit for that; and I think part of it is due to the
fact that we stirred it up last year.

As far as Sir Henry’s salary is concerned, I do not pretend to know what
he is worth; but I resent, on behalf of the Canadian people, these underhand
ways. I am not blaming Sir Henry Thornton,—the Board of Directors should
tuke most of it, for these underhand ways of getting around an agreement, and
that agreement was with the Government of Canada and was not with the
Board of Directors.

The Government of Canada dre the ones who hired Sir Henry Thornton,

and they definitely stated in the contract here what his salary was to be,
$75,000 and reasonable out-of-pocket expenses, and they named it to be for
all the subsidiaries. In the face of that, I do not know how any man can go
and take salaries from subsidiaries, after signing an agreement to the contrary.
That is all.
. The Cuamman: What is your pleasure in respect to the statement? Shall
1t go into the minutes? I think it ought to be printed in the minutes, and in
addition to what is here, I suggest that the contract should be printed in the
minutes.

Hon. Mr. Evier: I will second that. I have not much to say, because
I believe that the statement made by Sir Henry Thornton speaks for itself;
also T take it for granted that the prime object in the minds of every one of
us, whether we agree or disagree, is the good of the Canadian National Rail-
ways; and I deprecate very much anything that may or would take place in
the Committee which is in opposition to that thought.
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The CuAmRMAN: You would include in that, would you not, the Canadian
people?

Hon. Mr. Evrer: I have always taken it that they were synonymous. The
Canadian people own the Canadian National Railways, and the two are synony-
mous.

The points of eriticism have been the salary and remuneration given to
the President over and above the $75,000, as given in his formal contract, and
the added expense account; and very little has been said just now by Dr.
MecGibbon with regard to the expense account. It certainly seems to me a very
reasonable explanation.

I have no brief for anybody in particular, but it seemed to me a very
reasonable explanation of that expense account, that after all, men who are
travelling in the interests of the Canadian National Railways average only
something like $40 a month. I think if comparisons are made with the expenses
of other large enterprises, that the judgment would be that these expenses were
not excessive. That, of course, might be a matter of opinion and matter for
proof.

With regard to the salary of the President and the emoluments given to
him, there is no dispute that he was directly given a salary of $75,000 plus
reasonable expenses, the expenses to be decided by the Board itself. That
would make some $90,000. There was an additional amount, I think, of $5,000
for each of the two roads that operate in the United States. That may be open
to question and may be open to arguments, and there may be a difference as
far as opinion is concerned, as to whether the Board should have given that,
or for that matter whether Sir Henry should have accepted that. I think,
however, he is on pretty sound ground when he has that opinion, a legal opinion,
if you like, and he has the resolutions of the Board to back him up in that.
I would also say, however, that I think he has acted pretty well in giving up
those emoluments altogether.

Then we have the matter of the house. Possibly here the opinion of the
committee might censure the government for what was done. I, as a member
of the Government, although I had no knowledge of the transaction with regard
to the house—and I say that quite frankly—am quite ready to accept any
responsibility in regard to that.

In fairness to Sir Henry, I think it should be stated that when the arrange-
ment was made with regard to the house it was with the knowledge of, call him
his superior officer, if you will, the Minister. '

I would say further that there may be some criticism coming to the Board
of Directors and there might be some criticism coming to the present Board
of Directors that they continued some of these payments after some of the
members of this committee last year expressed at least disapproval of what had
been done. I may say that I make no special plea for the former Government.
The former Government did what they thought the people of Canada wanted
them to do, administer the railway through a Board with no interference what-
soever, or as little as possible—and I would say no interference at all as far as
they are concerned. That meant giving the Board the complete management of
the road; and for one I believe that is the only way in which that road can be
managed properly. Run it pretty nearly as much as possible as any privately
run road can be conducted.

The CuArMAN: Mr. Euler, would you allow me a question? You do not
mean to include in that complete operation and the complete running of the
road, “ofhat they would in any way contravene the statute as to capital commit-
ments

Hon. Mr. Evier: Oh, no. The former Government was always compelled
to submit to parliament capital expenditures. I canmot recall in all that period,



RAILWAYS AND SHIPPING 111

up until the time that the railways found financial difficulties, the same as all
other enterprises, that anybody, without regard to party, raised any objection;
nor was objection raised in the House. If there has been any fault by the former
Government it was, I think, that they tried to act up to that definite principle of
non-interference with the Canadian National Railways. I think they were right
in that; and I want to express the hope—and I am making no criticism when I
say this—that no matter what has been done in this committee or what may be
done, that practice will continue, because if it does not, if there is too much
interference or if there is any interference, too much dictation as to the manage-
ment of the Canadian National Railways, it can only result in difficulties.

Hon. Mr. Ma~toN: I would interject that there has not been any inter-
ference by this present Government with the internal management of the Cana-
dian National.

Hon. Mr. EvLer: I accept that statement. I lay it down again—perhaps
I am not the one to say it—that in my opinion the Canadian National Railways
can only be injured by any government, whether it be Liberal or Conservative,—

The CHAIRMAN: Or a Labour government?

Hon. Mr. EvLer: Or a Socialist government—if it interferes with the inter-
nal conduct of the Canadian National Railways. This was not in my mind to
say when I rose to speak; in fact, nothing particularly definite was in my mind
when I did rise. I believe it would be in the interests of the Canadian National
Railways—and I do not say this because it is now a Conservative government—
if the Board could be composed of people who had no political relations or
affiliation whatever. This is not by way of any criticism of the present govern-
ment.

I am glad Sir Henry has made the statement. I believe it clears the atmos-
phere and clears away a good many misconceptions which have been noised
abroad through the press, and which have been a misfortune, I think, for the
Canadian National Railways.

I would say, in conclusion, that after the President took charge of the
organization, from that time on, gradually and progressively, the people of
Canada and the parliament of Canada gave a great deal of credit to the man-
agement of the road for taking it from a position where they made a difference,
in the period from 1922, I think it was, until 1928, of some forty or fifty million
dollars on the right side of the ledger. I think that was an accomplishment
worth while; and the point I make is that it was the unanimous opinion of the
people of Canada, regardless of party, and the members of both parties voiced
it in the House, that a great accomplishment had been performed by the man-
agement of the railway; and criticism was only voiced at a time when all other
lines of business were suffering very seriously.

I think we have figures in our reports to show that the National Railways
are suffering not only from the present depression but from special cirecumstances
in the same way as its competitor, the Canadian Pacific Railway, that is com-
petition from trucks; and from that the loss of traffic, as shown by percentages,
has been about the same in the two railways, and practically the same as in the
great railways in the United States. :

Now, summing it all up, Mr. Chairman, I do not know whether this thing
has come to an end—I wish it had, in the interests of the railways themselves—
in regard to the two criticisms which have been made, one in regard to the
criticism which has been discussed pretty freely. I am inclined to agree with
Dr. MeGibbon that it would have been better all around if the salary of the
executive were an absolutely fixed sum with nothing on the side, if you want to
put it in that way; although I do not agree with the statement made twice by
Dr. McGibbon that there was anything underhand in regard to it. I think the
committee should absolve Sir Henry from any such charge.
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The other is the matter of the expense account, with which T have dealt
already.

I want to thank the committee for listening to me;.my remarks have been
somewhat rambling, but I have said, I think, all I need say.

The CHarMAN: Before you proceed, may I ask a question. Is it your idea
that this committee should not have gone into any of the matters in Sir Henry’s
statement? If so, what do you conceive the functions of this committee to be?

Hon. Mr. EvLer: I think the functions of this committee are to deal with the
financial statement, to pass the appropriations and estimates required and to
express an opinion, in the report to the House, as to the policies to be followed
by the railroad. I would say this also, that when you appoint a Board of the
Canadian National Railways in which you have confidence, and the present
Government at least ought to have confidence in the Board which is now in
office,—that they have a definite duty to perform, and that our duties should
not very seriously combat theirs or interfere with theirs. It is certainly quite all
right to investigate anything which you may regard as worthy of investigation,
or anything which you may think is the object of suspicion; and I would say
that if there is anything shown which shows anything in the way of wrong-doing
or graft, you will find me supporting the investigation. I say that in all sincerity;
but I do not think it is the work of the committee to do the work of the Board
of the Canadian National Railways.

If we felt as some of the members here did—I do not criticize them for
that,—I suggest that there are two ways of doing it, first, to express what we felt
to the Board of Directors, and then let them make their investigation. I think
that ig fair to the Board of Directors.

Again, I do not care to criticize in regard to the sub-committee,—I think
T did not act. I do not think it was the duty of the members of the committee
personally to investigate the accounts. We have auditors who can do it probably
better than we can do it ourselves. I did not intend to say that, but it was
brought out by the question asked by the chairman.

The Cuaairmax: Mr. Chaplin wants to address the committee.

Hon. Mr. Caapnin: I think the committee, Mr. Chairman, are more or less
glad to have a statement from Sir Henry Thornton. The statement speaks for
itself. The action of the old Board of Directors also speaks for itself. I would
like to know if there i1s any member of this committee would defend for one
minute the action of the old Board in respect to the one matter that is under
discussion, and that is the salary of Sir Henry Thornton.  Is there anybodv in
the committee who would defend that action? And that is where Sir Henryvhas
been well bolstered by the Board of Directors. I say that not in any terms of
criticism, but the fault is as much with the old Board as with anyone else; but
I do not think it exonerates Sir Henry Thornton in accepting emoluments which
he took from this company. That is my view.

Sir Henry Thornton hands us the opinion of a lawyer. If T am going to
take the opinion of a lawyer, we would not need any judges. I can get an opi;ion
from one lawyer on a matter, and get an entirely different opinion from another
lawyer. If we are going to take the opinion of a lawyer, God only can help us,
we do not need judges at all but we ean all carry on without.

I also say this, that he also gives us the opinion of Mr. J. Gill Gardner. I
am not going to get behind Mr. Gardner or anyone else. T would like to have
the opportunity of examining his expense account in the Canadian National
Railways.

The Cuamrman: If you want it, you may have it.
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Hon. Mr. Cuaruin: I intend to ask for it. I also intend to ask for the
attendance of Mr. Dunning here, to ask whether he actually knew of the
transactions of this old Board. I think until we do have him here we are not in
a position to touch the crux of the situation.

I have nothing to say about the personnel of the higher officials, except this,
that as far as I can see the personnel of that Board, the expenses of the higher
officials have not been as closely guarded as expenses of the lower down ones.
That is a thing I would like to inquire a little more into. I do not believe in the
explanation which is made by Sir Henry Thornton as to the average of expenses.
The average of expenses does not mean anything to me at all. I want to see
what the expenses of the chiefs were.

I know of a case in this railway where a man made a trip all over Christen-
dom at an expense of a sum given as some six or seven thousand dollars. I know
the expenses of another one who went to the West Indies for another purpose, to
examine the water in the West Indies, probably for the use of the boats. T do not
know, but it seems to me that a road which is working under the difficulties
which this road is working under, should not go into such things. If a man is
going to take a trip, if he is a higher salaried man, let him take his trip and
pay for it.

A good deal has been said about the Board of Directors. I want to make
this remark. I do not agree regarding the Board of Directors. I do not agree
with Mr. Euler that they are to be held responsible. How on earth can a Board
of Directors who come there once a month, or even an executive who come
oftener, on a salary of $2,000 a year be expected to know anything about a rail-
road at all? A railroad of this magnitude cannot be governed by a Board of
Directors such as we have here. That is not their fault, I admit; but I am only
giving you my opinion.

A Board of Directors should be paid full time, and paid a good salary, and
held responsible. Just imagine a Board going down there and having an agenda
before them to discuss, and then being held responsible for what is going on. I
could talk a good deal longer, Mr. Chairman, but I am in this position, I want
to be fair to the railroad. I have always been a supporter of the railroad; three-
quarters of the business I do goes to this railroad; and I have never wanted 