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ORDERS OF REFERENCE

Monpay, March 28, 1955.

Resolved,—That a Sessional Committee on Railways and Shipping owned,
~ operated and controlled by the Government, be appointed to consider the
# accounts and estimates and bills relating thereto of the Canadian National

" Railways, the Canadian National (West Indies) Steamships, and Trans-Canada
~ Air Lines, saving always the powers of the Committee of Supply in relation
. to the voting of public moneys; and that the said Committee be empowered
. to send for persons, papers and records and to report from time to time and
| that, notwithstanding Standing Order 65 in relation to the limitation of the
* number of members, the said Committee consist of Messrs. Bell, Carrick, Carter,
% Cavers, Churchill, Dumas, Fairey, Follwell, Fulton, Gillis, Hahn, Hamilton
.~ (Notre-Dame-de-Grace), Hanna, Harrison, Healy, James, Johnston (Bow
© River) Knight, Langlois, (Gaspé), Lavigne, Légaré, Macdonnell (Greenwood),
% McCulloch (Pictou), Murphy (Westmorland), Pouliot, Weaver.

Monpay, March 28, 1955.

_- Ordered,—That the annual reports for the year 1954 of the Canadian
" National Railways, the Canadian National (West Indies) Steamships Limited,
the Auditor’s Report to Parliament in respect of the Canadian National Rail-
ways and Canadian National (West Indies) Steamships Limited, tabled on
March 21, and the report for the year 1954 of the Canadian Securities
& Trust and the Budget for the year 1954 of the Canadian National Railways and
~ the Canadian National (West Indies) Steamships Limited, tabled this day, be
- referred to the Sessional Committee on Railways and Shipping owned, operated
" and controlled by the Government, together with the following items of esti-
- mates for 1955-56:

f Vote No. 469 Prince Edward Island Car Ferry and Terminals
deficit, 1955.

Vote No. 473 North Sydney-Port Aux Basques Ferry and Terminals
deficit, 1955.

Vote No. 478 Maritime Freight Rates Act.

Vote No. 479 Canadian National (West Indies) Steamships Limited

deficit, 1955.

And that the Resolution passed by the House on February 4, 1955, refer-
ring certain estimates to the Committee of Supply be rescinded so far as the
said resolution relates to Votes 469, 473, 478 and 479.

Tuespay, March 29, 1955.

Ordered,—That the said Committee be empowered to print from day to
day 1,000 copies in English and 250 copies in French of its minutes of proceed-
ings and evidence, and that Standing Order 64 be suspended in relation thereto.

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

: Ordered,—That the quorum of the said Committee be reduced from four-
teen to ten members.

Attest.

Leon J. Raymond,
Clerk of the House.



MSIWAL GOMMIT‘!'R

REPORT TO HOUSE

! TuEsDAY, March 29, 1955.
The Sess:onal Commxttee on Railways and Shlppmg begs leave to present

, ;"&F
FIrRsT REPORT

- Your Committee recommends: _
1. That it be empowered to print from day to day 1,000 copies in English =
250 copies in French of its minutes of proceedings and evidence, and that
Order 64 be suspended in relation thereto.

‘2. That it be given permission to sit while the House is sitting,
3. That its quorum be reduced from fourteen to ten members.
~ All of which is respectfully submitted.

HARRY P. CAVERS,




-4
s
N
y

MINUTES OF PROCEEDINGS

Tuespay, March 29, 1955.
(1)

4 The Sessional Committee on Railways and Shipping owned, operated and
~ controlled by the Government met this day at 11.00 o’clock a.m. in Room 277.

Members present: Messrs. Bell, Carter, Cavers, Churchill, Dumas, Follwell,
Fulton, Gillis, Hahn, Hamilton. (Notre Dame de Grdce), Hanna, Harrison,
James, Knight, Langlois (Gaspé), Lavigne, Légaré, Macdonnell (Greenwood),
McCulloch (Pictou), Murphy (Westmorland), Pouliot and Weaver. (22).

In attendance: Honourable George C. Marler, Minister of Transport; Mr.
F. T. Collins, Comptroller and Secretary, Department of Transport, Mr. Donald
Gordon, President of the Canadian National Railways and Chairman of the
Board; Mr. S. F. Dingle, Vice-President; Mr. R. D. Armstrong, Comptroller.
Also Messrs. F. P. Turville, C.A., J. D. Morison, C.A., D.T.G. Padley, C.A., of
George A. Touche and Company, Chartered Accountants.

There being a quorum, Mr. Langlois (Gaspé) addressing himself to the
Clerk of the Committee, moved, seconded by Mr. Weaver, that Mr. Cavers do
take the Chair as Chairman.

And Mr. Dumas having moved that nominations be closed, the question
was put and was resolved in the affirmative.

j The Clerk thereupon put the motion of Mr. Langlois (Gaspé) and it was
I resolved in the affirmative; the Clerk declared Mr. Cavers duly elected
¢+ Chairman.

% Mr. Cavers took the Chair and thanked the members for his election. He
. then invited nominations for the election of Vice-Chairman.

B e AT DR

[ i On motion of Mr. Weaver, seconded by Mr. Langlois (Gaspé),
t‘ Resolved,—That Mr. Dumas be Vice-Chairman.
";;‘.* On motion of Mr. Follwell,

, -Resolved,—That the Committee obtain permission to print from day to
~ day 1,000 copies in English and 250 copies in French of its minutes of proceed-
. ings and evidence.

! On motion of Mr. James, seconded by Mr. Légaré,

Resolved,—That the Committee ask leave to sit while the House is sitting.
On motion of Mr. Macdonnell (Greenwood), seconded by Mr. Bell,

Resolved,—That the quorum of the Committee be reduced from fourteen
to ten members.
- The Chairman referred to an invitation sent to the members of the Com-
. mittee by Mr. G. R. McGregor, President of Trans-Canada Air Lines, to a
- flight on the new Viscount 40-passenger aircraft on Wednesday at or about
twelve noon.
On motion of Mr. Gillis, seconded by Mr. Hahn, the Chairman was
authorized to complete arrangements therefor.
i d In consequence thereof, after discussion it was agreed, on motion of Mr.
McCulloch (Pictou), seconded by Mr. Macdonnell (Greenwood), that the
Committee meet at 10.00 o’clock on Wednesday, March 30, instead of 11 o’clock.

The Chairman read the Orders of Reference.
5




S SESSIONAL COMMITTEE

- Mr. Donald Gordon was called and introduced Messrs. Dingle and
_ Armstrong.
"~ Mr. Gordon read the Annual Report of the Canadian National Rallways,
1954, and the Committee commenced his examination.

At 1.10 o’clock p.m. the Committee adjourned until 3.30 o’clock p.m. this
day. :

AFTERNOON MEETING
(2)

The Sessional Committee on Railways and Shipping owned, operated and |
controlled by the Government resumed at 3.30 o’clock p.m. Mr. Harry P.
Cavers, Chairman, presided.

e Members present: Messrs. Bell, Carrick, Carter, Cavers, Churchill, Dumas,

Fairey, Follwell, Fulton, Gillis, Hahn, Hamilton (Notre Dame de Grdce),
Hanna, Harrison, James, Johnston (Bow River), Knight, Langlois (Gaspé),
Lavigne, Légaré, Macdonnell (Greenwood), McCulloch (Pictou), Murphy
(Westmorland) and Weaver. (24)

In attendance: Same as listed at the morning sitting.

The Committee commenced its examination heading by heading of the
Canadian National Railways Annual Report.

Mr. Donald Gordon was called and further examined. He was again
- assisted by Messrs. Dingle and Armstrong.

Honourable Mr. Marler answered questions dealing with departmental or
policy matters.

At 6.05 oclock p.m., the Committee adjourned until 8.00 o'clock p.m.
this day.

EVENING SITTING
(3)

The Committee met at 8.00 o’clock p.m. Mr. Harry P. Cavers, Chairman,
presided.

Members present: Messrs. Bell, Carrick, Carter, Cavers, Churchill, Dumas,
Fairey, Follwell, Fulton, Gillis, Hahn, Hamilton (Notre Dame de Grdce),
Hanna, Harrison, James, Johnston (Bow River), Knight, Langlois (Gaspé),
Lavigne, Légaré, Macdonnell (Greenwood), McCulloch (Pictou), Murphy
(Westmorland), Pouliot and Weaver. (25)

In attendance: Same as shown at the morning sitting.
Mr. Gordon’s examination was continued.
. The witness was questioned on the sale in 1954 of four hotels by the Cana-
dian National Railways, namely: Prince Arthur in Ontario, Prince Edward
in Manitoba, Pictou Lodge in Nova Scotia and Minaki Lodge in Ontario.

At 9.40 o'clock p.m., the division bells having rung, the Committee sus-
pended its deliberations.

At 10.30 o’clock p.m., the Committee resumed.

i Mr. Gordon’s examination still continuing, the Committee adjourned at
- 10.55 o’clock p.m. until Wednesday, March 30th at 10.00 o’clock a.m.

Antonio Plouffe.
"~ Clerk of the Committee.



EVIDENCE

Tuespay, March 29, 1955.

; The CHAIRMAN: Gentlemen, we have with us today Mr. Donald Gordon,
f C.M.G., LL.D., President of the Canadian National Railways, and Chairman
q of the Board of Directors and his officials.
%5 I think that before coming to the annual report we should deal with item
”'614 of the supplementary estimates, which requires the attention of this com-
" mittee as the Minister of Finance is very anxious to pass the supplementary
t" “estimates as soon as possible and I would ask that item 614 of the supplementary
‘estimates dealing with the Canadian National Railways’ deficit for the year
1 1954 be called first. Mr. Gordon.

) Mr. MurpHY (Westmorland): Mr. Chairman, are there any copies of the
‘ estlmates"

The CHAIRMAN: Have you the supplementary estimates? I think all the
I members have been provided with copies of the supplementary estimates.
@ Mr. Gordon will be the first witness.

Mr. DoNaLp GorboN, C.M.G., LL.D. (President, Canadian National Rail-

ways): Mr. Chairman and members of the committee, I am pleased to be here
once again to discuss with you the operations of the Canadian National Rail~
ways. May I say first that a number of Canadian National Railways officials
including Mr. S. F. Dingle, our vice-president of operation, and Mr. R. D.
Armstrong, our comptroller, have accompanied me here today. With their
assistance and the other officials who are with me I hope to be able to deal
dlrectly with most, 1f not all, of the questions which members of the committee
¢ may raise.
s Now, Mr. Chairman, if you and the members of the committee are agree-
- able, T would like to follow the precedent of recent years and read the
. Canadian National Railways annual 1954 report in its entirety as a preliminary
~ to the committee’s examination in detail. I am, of course, is your hands in
* this matter, but I do feel that many of the questions which will occur to
~ members of the committee might best be answered by an over-all examination
~ of the company’s operations for the year.

The CHalRmAN: If I might interrupt for a moment, I think before we go
- to the reading of the report there may be some questions on item 614 of the
~ supplementary estimates, and before reading the report if there are questions
- to be directed to the witness on a particular item that should be dealt with in
order that we might carry that item as it should be reported to the Minister
of Finance. That is the item in the supplementary estimates and I will read
it in its entirety if you wish. It refers to the Canadian National Railways’
deficit for 1954.

Amount required to provide for the payment during the fiscal
year 1954-55, to the Canadian National Railway Company (herein-
after called the National Company) upon applications approved by the
Minister of Transport, made by the National Company to the Minister
of Finance and to be applied by the National Company in payment of
the system deficit (certified by the auditors of the National Company)

7
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arising in the calendar year 1954, subject to recovery therefrom of |
accountable advances made to the National Company from the con-
solidated revenue fund.

Then the amount is $28,758,098.

Mr. MACDONNELL (Greenwood): Mr. Chairman, might I just make this
suggestion? Do I understand you are suggesting that we deal with this item
before we have heard the report read? Is it important that it be dealt with
at this point? It would seem to me more convenient if we had the general I
report read. I take it you want to read that without questions being asked? &'

The CHAIRMAN: That has been the practice. '

Mr. MACDONNELL (Greenwood): Then it seems to me we would then have
a prima facie case on which we might want to ask Mr. Gordon a few questions
and besides I don’t like the idea of that item being passed without any
explanation at all, because we said in the House the other day that we wanted
a very general explanation such as I am sure will result from a very few
question after the reading of the report. I think it could all be done before
1.00 o’clock.

The CHAIRMAN: If it can be done that is all right. Then, we will, as in
past years, proceed with the reading of the whole report.

Mr. MACDONNELL (Greenwood): Might I ask one more question? Do I
take it the report will be read and then we can go through it item by item and
ask questions?

The CHAIRMAN: Yes.

Mr. GorboN: Well, Mr. Chairman, I would ask the members to turn to
page 4 of the report. I will cover the letter of submittal just as a matter of
form. It is addressed to the Minister of Transport, and is as follows:

CANADIAN NATIONAL RAILWAYS

DONALD GORDON MONTREAL,
Chairman and President February 25, 1955.

The Honourable George C. Marler, M.P.,
Minister of Transport,
Ottawa.

Dear Sir:

On behalf of the Board of Directors. I submit herewith the Annual
Report of the Canadian National Railways for the year 1954.

I would like to express, on behalf of the Board and the Management,
appreciation to the entire personnel of the company for their loyal and
efficient service during the year.

Yours truly,
D. GORDON.

Then, turning to the annual report I will commence on page 5:

ANNUAL REPORT
1954

1. The Canadian National, in common with other North American railroads,
experienced a severe drop in traffic in 1954. Operating revenues fell by $56
million from the preceding year, the largest decline in the history of the
company.
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2. Operating expenses were reduced $32-6 million, the sharpest cut since
1932. The reduction in costs did not match the decline in revenues, mainly
because there are important elements of expense which by their very nature
are not responsive to changes in the volume of traffic, but also because of a
managerial decision to avoid the risk of making short-term adjustments which
would only have imposed a mortgage on the future.

3. As a result, after meeting all operating expenses, the net revenues for
the year fell substantially short of the amount required to cover the fixed
interest obligations of the company.

4. The following statement is a summary of the Consolidated Income
Account in comparative form:

1954 1953

Operating revenues ............... $640,637,280 $696,622,451
Operating expenses ..........ccc0es. 626,465,374 659,049,086
Net operating revenue ............. $ 14,171,906 $ 37,573,365
Taxes, equipment rents and other

income accounts Dr. .......... 11,720,611 9,242,022
Available for interest .............. $ 2,451,295 $ 28,331,343
INLArest Charges . ... i siiie s ssvinte 31,209,393 28,087,326
Deficiency or Surpltis. ... .. csxoes $ 28,758,098 $ 244017

TRAFFIC AND REVENUES
Freight

5. In 1954, Canadian National trains hauled 79-3 million tons of revenue
freight an average distance of 414 miles. Compared with 1953, this represented
an 8% reduction in tonnage and a 2% shorter average haul. As a result,
revenue ton miles, the product of these two factors and the best measure of
freight movement, declined 109, from the preceding year.

6. Freight revenues, which accounted for 78% of total operating revenue,
amounted to $502-8 million, a reduction of $50-8 million or 9% from 1953.
Revenue per ton mile averaged 1-529 cents; in 1953 it was 1-509 cents.

7. The decline in revenue tonnage was fairly general and is shown in detail
on page 14 of the “Statistical Statements”. The principal decrease occurred in
grain as export shipments fell off sharply. Iron and steel traffic was down
markedly as was the movement of automobiles and parts, machinery and agri-
cultural implements.” Lumber, miscellaneous manufactured products and less-
carload tonnage were also down from the previous year. Coal and coke traffic
continued to decline.

8. The most important of the scattered increases was in ores and concen-
trates. Moderate increases in tonnage also occurred in crude oil, other petroleum

products, sand and crushed stone and other mine products, as well as wood-
pulp and newsprint.

Freight Rates

9. No general change in freight rates was applied for or authorized in 1954.
10. A number of rate reductions and other tariff changes were initiated
by the railways during the year to meet increased competition, particularly from
lgng-distance highway carriers. The most significant of these were sharp reduc-
tions in a number of rates between Montreal and Toronto, where mtotor trucks
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had cut deeply into high-rated rail traffic. Some of the reductions, which went

.into effect on September 21, 1954, applied to the ‘“trailer-on-flat-car” service

and these were extended to Hamilton on January 17, 1955.

11. In May, 1954, a Royal Commission was appointed to inquire into the
application and effect of agreed charges published by the railways under the
authority of Part IV of the Transport Act. In the course of the hearings, the
Canadian National emphasized that the principle of the “agreed charge” is an
integral part of ordinary commercial pricing policy and asked for modification of
the present procedural requirements so as to obtain increased freedom to negoti-
ate such contracts with shippers. Final hearings were held in December, and at
year end the report of the Royal Commission was pending.

12. On March 1, 1954, the Board of Transport Commissioners for Canada
issued an Order modifying its original judgment of December 12, 1952 on the
equalization of freight rates and setting out a revised uniform class rate scale
for application in Canadian territory—Levis, Quebec and west—not later than
March 1, 1955. The revised Canadian Freight Classification, to be used in con-
junction with the new rate scale, was completed during the year and filed with
the Board in January, 1955.

Passenger

13. Fewer people travelled on Canadian National trains in 1954 than in
1953, and their average journey was shorter. The number of passengers carried
decreased 1 to 17.9 million, and revenue passenger miles declined 49%.
Passenger revenue, at $43.8 million, was down $2.2 million or 5% from the
preceding year.

14. The lower volume of passenger travel was in part a reflection of
business adjustments during the year, aggravated by the uncertain agricultural
outlook in western Canada. It also mirrored a condition which has affected
the entire railroad industry: growing competition from airlines and from
buses and private automobiles taking advantage of the continuing extension
of highways.

Passenger Fares

15. The mid-week excursion fares and the Family Fare Plan, introduced
experimentally in 1953, were continued through 1954. These incentive fares,
and the all-inclusive “package tours”, are part of the programme to stimulate
rail travel.

16. Because of mounting losses on commuter trains, an application was
filed on May 13, 1954 with the Board of Transport Commissioners for Canada
requesting permission to increase commutation fares by 1009%. On August
4th, the Board authorized the increase in the Toronto area: 509% not earlier
than September 30th, and two increases of 259 at intervals of not less than
six months. On February 18, 1955, an interim increase of 509 was authorized
for "all other commutation areas in Canada, pending further study by the
Board. Even a doubling of fares would not, however, materially improve the
position of the suburban service west of Montreal, where operating losses are
greatly inflated by duplication of facilities and the resulting division of trgﬂic.
This service is a heavy drain on the Canadian National’s earnings, and since
the area is well served by other agencies, the company applied to the Bogrd
on November 10th for permission to withdraw from the commuter service
between Montreal and Vaudreuil, Quebec.

Express
17. The volume of express traffic declined in 1954, although less markedly

than freight traffic. Express shipments were down about 3%. There was no

o s
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‘change in rates during the year and no significant change in the quality of

‘I the traffic. Total express revenues amounted to $36.4 million, a reduction of

' $1.9 million from the record level of 1953.

- Communications
18. Revenues earned by the Communications Department rose again in

“ 1 1954 to a record of $17.1 million, an increase of $1.1 million or 7% over 1953.
‘' The increase was chiefly the result of the continued growth of special services,

| notably private wire rentals. A slight decline in the number of messages
handled was largely offset by an increase, effective August 15th, in international
" rates between Canada and the United States.

OPERATIONS

-

. :l Operating Expenses

'i‘

- T . .-

_

19. Railway operating expenses in 1954 were $626.5 million, a decrease
of $32.6 million or 5% from the previous year. The decrease was due in part
’i, to lower traffic volume and in part was evidence of the accumulating benefits
of recent modernization, particularly the wider use of diesel motive power.
o 20. Transportation expenses, which cover all station, yard and train costs
connected with the handling and movement of traffic, totalled $302.4 million.
This represented a reduction of $25.4 million or 8% from 1953.
21. Despite declining traffic, there was a further 1mprovement in operating
" performance in 1954. Freight trains were heavier than in 1953 and moved
faster. Gross ton miles per freight train hour reached 32,841, bettering by
nearly 39 the record set in 1953. The increased use of diesel-electric loco-
motives was an important factor in this achievement. Since 1948, the first
= year in which diesels were used in road freight service, the efficiency of freight
Jlu train operation, measured in terms of gross ton miles per freight train hour,
[ has increased by 27%. It has increased 199 since the start of the five-year
'1 dieselization programme in 1952.
"( 22. Maintenance of equipment expenses, the cost of repau'mg locomotives,
~ cars, shop machinery and other equipment, were $134.7 million, a reduction
of $13.4 million or 9% from 1953 notwithstanding a $2.3 million increase in
depreciation and a charge of $2.0 million incurred in writing down obsolescent
steam locomotive repair parts. The net reduction in maintenance of equipment
expenses reflected lower maintenance costs on new rolling stock as well as

1
F

-ryq-\-ig-

~ the impact of lower traffic volume.

23. Expenditures for maintenance of way and structures totalled $129-4
million, an increase of $1-5 million or about 19 over 1953. The increase was
indicative of the company’s continued effort to reduce arrears of maintenance
and make much needed improvements, particularly in rail. Previous Annual
Reports have stressed the serious effect of the postwar shortage of new rail and
the need to make up the deficiency as supplies became available,

24. With the improvement in deliveries in 1954, the company was able,
for the first time since the Second World War, to complete the rail-laying
program planned for the year. New rail was laid in 869 miles of track and
part-worn rail laid in place of older rail in 268 miles. Over 3-5 million ties
were installed, 929, of them treated, and 1-8 million cubic yards of ballast
applied. The work accomplished in 1954 was a step forward, but much remains

 to be done, particularly in the Western Region, to provide a standard of track

structure suitable to present and prospective requirements for heavier volumes
of traffic and faster train operation.
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25. Other operating expenses, including traffic, miscellaneous operations
and general expenses, rose by $4-7 million to $60-0 million. The increase was
attributable almost entirely to the impact of higher pension costs on general
expenses.

26. An unexpected burden was placed on the railway by Hurricane “Hazel”
which did extensive damage to tracks and facilities throughout central Ontario
on the week-end of October 15, 1954. By the end of the year, $538,603 in
expense had been incurred and the total cost of the disaster is expected to
reach nearly $750,000. During the emergency, the Canadian National operated
extra suburban trains until highways were reopened, and set up special com-
munications facilities to assist in rescue and allied operations.

27. For the first time since 1939, the company did not have to buy materials
and equipment in a rising market. Although there were a few fluctua-
tions, material and supply prices on the whole remained relatively constant
during 1954 at a level slightly below that of the preceding year.

28. While the level of employment and total payroll costs were lower in
1954 than in 1953, increased wage rates and changed working conditions
added $3-7 million to operating expenses.

Labour Negotiations

29. Proceedings before a Board of Conciliation and Investigation failed to
settle the dispute between the railways and the non-operating employees’
unions, and in August, 1954 the parties agreed to arbitration. The arbitrator,
Chief Justice Gordon McGregor Sloan, made his award on November 19th
granting certain of the requested fringe benefits in respect of payment for
statutory holidays. and improved vacations, effective from January 1, 1955.
The application on the Canadian National of the working conditions provided
in this award will add- about $4-5 million a year to operating expenses. A
master agreement implementing the award was signed on February 24, 1955.

30. Negotiations with the Order of Railroad Telegraphers were held in
abeyance, following preliminary discussions, pending final settlement of the
non-operating case.

31. A Board of Conciliation was established to deal with the demands of
the Brotherhood of Locomotive Firemen and Enginemen. At the close of the
year, the Board had not yet made its recommendations.

32. An agreement was concluded with the Brotherhood of Locomotive
Engineers in respect of employees on the Western Region, and at year end an
agreement was under negetiation for employees on the Central and Atlantic
Regions (excluding Newfoundland District).

Taxes, Rents and Other Income Accounts

33. The net charge arising from this group of accounts, which can be
identified on page 5 of the “Statistical Statements”, increased by $2-5 million
in 1954 to a total of $11-7 million. The increase was mainly a result of the
sale of four hotel properties (discussed in paragraph 80 below) and the retire-
ment of the Prince Rupert Drydock; decreased income from separately oper-
ated properties; and a reduction in the profits from repurchases of perpetual
debenture stock as the transaction was wound up. These increases were par-
tially offset by a substantial saving in equipment rentals resulting from lower
traffic volume and increased car ownership.

Hotel Operations

34. Hotel operating revenue increased by 49% in 1954 to a new record of
$11-5 million as a slight decline in patronage was offset by increased room
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rates and meal prices. The number of guests accommodated at the nine year-
round hotels and three summer resorts declined about 3% to 724,598. Operat-

_ing expenses increased 1% to $9-9 million because of wage adjustments and

reduced working hours. Net operating income, on an accounting basis com-
parable to 1953, increased from $1-2 million to $1-6 million.

35. The Canadian hotel properties were consolidated as Canadian National
Hotels, Limited as of January 1, 1954 and depreciation accounting was applied
from that date. After deduction of depreciation and addition of income from
the Hotel Vancouver (operated jointly with the Canadian Pacific), the 1954
net income from hotels amounted to $1,585,042 before any return on invest-
ment.

Service Changes

36. In 1954 the Canadian National made a number of changes in opera-
tions to improve service, reduce costs and strengthen the competitive position
of the railway.

37. The “trailer-on-flat-car’” service between Montreal, Toronto and
Hamilton was expanded to meet increased demand by the addition of 20 new
trailers, including 4 with opentops. At the year end, a total of 44 trailers and
22 flat cars were in use.

38. To new Budd Rail Diesel Cars, operated as a unit, replaced a steam

* train between Levis and Riviere du Loup, Quebec, providing better service at

lower cost to the railway. More of these “railiners” will be used where they
will yield operating economies and improve service.

39. Inter-urban truck services were inaugurated on four new routes as a
part of through rail services. Such co-ordination of truck and rail operations,
although limited in scope, produces operating economies and also improves the
quality of service.

40. Dinette cars and coffee shop service in grill-type cars were introduced
on a number of trains. Budget-priced meals are offered in attractive, modern
equipment. The initial response of the travelling public has been very favour-
able and it is hoped that this new standard will encourage volume patronage
and so reduce losses on dining car service.

41. In January, 1955, the Canadian National received authority from the
Board of Transport Commissioners for Canada to abandon a 40-mile line be-
tween Falding and Scotia in Ontario. Permission is being sought to abandon
a number of other such unremunerative services. The Canadian National holds
the view that it should not be expected to carry thin-traffic lines which fail to
generate enough revenue to cover even out-of-pocket expenses and have no

prospect of doing so, and where other transportation facilities are available to
serve the public. ]

Employee Training

42. The training and development of employees was accelerated across the
system in 1954. From the standpoint of effective operations, employee train-
ing is of prime importance, particularly in view of the new equipment and
methods which have been introduced into railroading in recent years. The
second annual Staff Training Course was successfully completed and a number
of specialized courses were inaugurated for supervisors and other employees.

43. Training for the sales staff in the Freight and Passenger Departments
was instituted. In the Accounting Department, training projects were installed
for clerical and middle management groups in accounting techniques and per-
sonnel management. Plans were drawn up for foremen training in the Main-
tenance of Way Department. A pioneer programme for technical training in
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signals was planned. By mid-1955, two novel instruction cars are expected to
be on line for practical courses in signal installation and maintenance. Diesel |
instruction for both maintenance and operating employees was intensified.

44. In all projects involving scheduled employees, trade union officers ;
co-operated with planning groups. ‘This co-operation is one of the most #c

encouraging features of the training programme.

Research

45. On the technical side of rail operation, research contributed to
improved quality control in the purchase and use of railway materials. Further
tests were conducted on experimental installations of mechanical refrigeration
and air-conditioning equipment, and on a fine coal stoker for steam loco-
motives. Plans were drawn up for a new double-deck automobile transporter |
car. A study commenced in 1953 on the application of radio communication
to yard operations was concluded and test installations made on fifteen yard
engines in the Montreal Terminals in January, 1955. i

46. A number of economic and development studies were made during the
year, and the analysis of special traffic movement was continued as an aid .in
evaluating and setting rates. The company initiated several surveys to assist
line officers in problems of departmental organization. Technical assistance in
office management practices was continued and new programmes were
installed.

47. Research was a key factor in the gains in operating efficiency achieved
in 1954. This year’s financial results should not be allowed to obscure these
achievements which evidence continuing effort to make the best use of human
and material resources.

CAPITOL ADDITIONS AND IMPROVEMENTS

48. The extensive modernization programme of recent years is helping
the Canadian National hold down costs and provide the high standard of
service necessary to strengthen its competitive position. Without these
improyements, the 1954 financial results would have been substantially worse.
During the year the company acquired a wide range of new motive power
and freight and passenger equipment, and achieved a further modernization
of road property.

49. The 1954 capital expenditure programme also covered construction
work on three major branch lines and on a new hotel in Montreal. T}'fe _net
increase in the property investment account, shown on page 8 of the “Statistical
Statements”, amounted to $147:5 million, of which $113°2 million represented
net expenditures on equipment.

Equipment
Mpotive Power
50. Substantial additions were made in 1954 to the Canadian National's

fleet of diesel-electric locomotives under the five-year programme begll§1 in
1952. During the year 113 units, including 24 road passenger locomotives,

~were acquired, bringing to 615 the number of diesel units in service at the

end of the year. :

51. The acquisition of the passenger locomotives, specially equipped for
train heating, marked the beginning of a new phase of the dieselization pro-
gramme. Studies had shown that, for the Canadian National, the greatest
economies could be derived from the initial stages of dieselization in freight
and switching operations. In 1954, 469% of the Canadian National's freight
service, measured in gross ton miles, was diesel powered, and diesel locomotives
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account for 60% of total yard switching hours. Now that this part of the
programme is more than half completed, the company has been able to embark
on the passenger phase.

52. With the passenger units acquired during 1954, and those on order at
. year end, the company expects to be able to dieselize about 25% of total pas-
/| senger train mileage by mid-1955, as compared with only about 4% in 1954.
The transcontinental passenger service will be dieselized when the timetable
changes on April 24th. Under diesel power, the new “Super Continental”
will cut over half a day off the running time between Montreal, Toronto
and the Pacific coast on a schedule designed for the convenience of communi-
ties along the three thousand mile route. Concurrently, new fast schedules
will be introduced eastward between Montreal and the Atlantic coast for the
~ “Scotian” and the “Ocean Limited”, already equipped with diesel locomotives.

53. The conversion of steam locomotives in western Canada from coal to
oil was continued. In 1954, 77 engines were converted.

iy

3 ‘L."'A'\".

Freight and Passenger Equipment

54. A total of 5,596 new freight cars were delivered during the year,
including 3,050 box cars, 901 gondolas, 600 ore cars and a number of other
types. This brought to over 23,000 the number acquired since the beginning
of 1951 to replace worn-out cars and to provide the wide range of modern
freight equipment necessary to meet the diversified demands of today’s shippers.

55. One of the highlights of the year was the delivery of 359 new coaches,
sleepers and other passenger-carrying cars ordered in 1952 and 1953. The new
cars now in service on principal trains, provide the most efficient use of space
consistent with modern standards of comfort and convenience.

56. A further contribution to improved standards of accommodation was
made by the modernization of 33 older passenger cars in Canadian National
shops.

il

&
-1

Road Property

57. The modernization of yard and terminal facilities progressed in 1954.
The rearrangement and extension of Turcot yard in Montreal was finished
and further land transactions were completed for the proposed Cote de Liesse
hump yard. At Atikokan, Ontario, work started on a two-year programme
to extend and modernize yard facilities to handle anticipated increases in
ore traffic. Construction was begun on new classification yards at Sarnia,
Ontario and at Joffre and Garneau in Quebec.

58. The permanent marine slip for barge traffic at Prince Rupert was
completed and placed in service early in the year. The extension of the iron
ore dock at Port Arthur, Ontario, was brought close to completion by year

end and will be ready for full operation when the 1955 navigation season
opens. .

X 59. Diesel repair and servicing facilities were expanded in line with the
increased use of diesel locomotives and fuelling facilities were set up at
numerous points on the system.

60. In the summer of 1954, 10 miles of continuous welded rail, the first
of its kind in Canada, were laid in the westward main track near Belleville,
Ontario. This was a test section to determine the costs and practical problems
of installation, and will yield firsthand information on the savings in track
maintenance which can be realized from the use of continuous rail.

61. The mechanization of roadway maintenance was further advanced
during the year by the purchase of an additional 307 roadway machines and
power tools. These machines help stretch maintenance dollars.
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62. The year 1954 saw the completion of the signalling projects begun in
1952 to expedite heavy freight movements between Atikokan and Port Arthur,
Ontario. By year end, 299 miles of the 512-mile main track between Jasper
and Vancouver had been equipped with automatic block signals. In 1954,
signals were placed in service on 66 miles of this mountain route and the
project is scheduled for completion by 1957.

Communications

63. In keeping with steadily rising demand, communications facilities were
expanded and improved in 1954. Substantial additions were made to wire
plant and to carrier channel mileage for telegraph and telephone. Telegraph
and longline telephone facilities along the railway right-of-way between
Prince George and Prince Rupert in British Columbia were purchased from
the Government Telephone and Telegraph Service. The reversionary inter-
ests of the Montreal Telegraph Company in its properties, formerly operated
under a lease agreement, were purchased by the system in May, 1954.. Facsimile
handling of commercial messages was introduced in Montreal. A despatching
telephone circuit from Toronto to Vancouver was set up for Trans-Canada
Air Lines, and mechanization of their coast to coast private wire teletype sys-
tem was under way at year end. Extensive contributions were made to defence
communications.

64. Canadian National Telegraphs, jointly with the Canadian Pacific, pro-
vided microwave facilities linking Hamilton, Kitchener and Windsor with the
Toronto-London portion of the CBC’s television network completed in 1953.
Montreal and Quebec will be similarly linked early in 1955.

Line Extensions

65. , The company’s construction activity in 1954 is tangible evidence of con-
tinuing Canadian development and is a reminder of the vital contribution of
rail transportation to economic growth.

66. Work progressed rapidly on the new branch line from Terrace to Kiti-
mat in British Columbia. The new line, serving the aluminum smelter, was
placed in limited revenue service in 'January, 1955. Contracts were awarded
during the year for the clearing and grading of two new lines: a 158-mile
branch from Beattyville to Chibougamau in Quebec and one of 27 miles from
Hillsport to Lake Manitouwadge in northern Ontario. Both will facilitate the
development of rich mining areas.

67. In 1954, 266 industrial sidings, spurs and track extensions, amounting to
47 miles in all, were built to serve shippers on Canadian National lines.

The New Hotel

68. During the year, Parliament authorized construction of the new hotel in
Montreal and at year end work was under way on this portion of the terminal
development programme.

69. With the gracious permission of Her Majesty Queen Elizabeth, the new
hotel will bear her name.

70. The hotel will represent a unique kind of operation, one dedicated
primarily to the accommodation of large conventions which now turns away
from Canada for lack of suitable facilities. The full realization of the potential
of the new hotel will make Montreal a leading convention centre with
attendant benefits to the entire tourist industry.

71. This specialized form of patronage can be secured only through a vig-
orous sales organization extending into all of the principal cities of the United
States where the great majority of conventions originate. The Canadian National
has been able to retain the services of such an organization on very favourable
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=11 terms through an agreement with Hilton of Canada, Ltd., the Canadian sub-
‘i sidiary of Hilton Hotels Corporation. Through this management contract,
‘| there will be brought to the new hotel and to the Canadian National system
i generally the extensive solicitation facilities of the world’s largest hotel
=11 operators, and the special skills of an organization already pre-eminent in the
! American convention business.

i\ Financing
v 72. During 1954, the following Canadian National Railways bond issues
| were sold to the public:
11 $200,000,000 bearing 33% interest coupon maturing February 1, 1974
s i' $250,000,000 bearing 239 interest coupon maturing February 1, 1963

! Proceeds of these issues were used to retire advances from the Government
isj?j'of Canada obtained to finance capital expenditures, and to redeem an issue
~ 1 maturing on February 1, 1954 in the amount of $50,000,000.
&
i

GENERAL

H ’ Other Transportation Developments

( ; 73. Delivery of the Motor Vessel William Carson, being constructed on
- !l federal government account for service between Port aux Basques and North
[ Sydney, was delayed. Present indications are that this modern ice-breaking
',j'ﬁferry will be turned over to the Canadian National for operation in mid-1955.
i@i‘., 74. Work continued during 1954 on the ferry to be operated for the federal
| government between Yarmouth, Nova Scotia, and Bar Harbor, Maine. Delivery
.1\ of the new ferry is expected in the summer of 1955. Terminal facilities being
© built at both ports for the new service are expected to be completed before
: the vessel is ready for operation.
'5 75. The company’s work in connection with the Canso Causeway was well
advanced at year end. The rail facilities will be ready for traffic when a bridge
; “ has been constructed over the lock in the causeway.

- St. Lawrence Seaway

76. The advance of the seaway project from the planning to the construction
k stage in 1954 heralded a new phase of Canadian economic development which
i will have a special significance for Canadian National Railways. Of immediate
. concern are the problems of adapting the company’s facilities to the proposed
- power developments and navigation works, particularly the modification of
~ Victoria Bridge in Montreal and the relocation of 40 miles of double main track
‘;between Cornwall and Cardinal, Ontario.
77. In January, 1955, Canadian National Railways and the St. Lawrence
i Seaway Authority announced that, subject to approval by appropriate regula-
- tory authorities, a plan had been agreed upon for modification of Victoria
Bridge, which carries the company’s main lines across the St. Lawrence River.
The plan calls for a moveable span over the projected channel at the St.
Lambert end of the bridge. An alternative span and access road will permit
~ uninterrupted motor traffic. A two-lane highway, which will permit the
i - operation of busses, will be added to the bridge where the electric train tracks

- of the Montreal and Southern Counties Railway Company are now locabed
. 56822—2
£

L |
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The plan envisages discontinuance of the electric train service on construction
of this second highway, which will more than double the vehicle-carryi
capacity of the bridge.

78. Detailed plans have been drawn up for relocating the main line between
Cornwall and Cardinal. The company is collaborating with the various
authorities to obtain final agreement so that work can begin as soon as possible. {$!

Corporate Reorganization

79. The plans for simplifying the system’s corporate structure were
advanced in 1954. A notable feature, already mentioned, was the incorporation i {8
of Canadian National Hotels, Limited, to own and operate system hotels
formerly held in the names of five different corporations. In addition, 20 @
system companies—18 railway and 2 telecommunication companies—were
eliminated through amalgamation. Further progress will be made through the
discharge of mortgages and redemption of securities of various other constituent
companies.

Sale of Four Hotels

80. In 1954, the Canadian National received an unsolicited offer for four of
its hotels—the Prince Arthur Hotel in Port Arthur, Ontario; the Prince &
Edward Hotel in Brandon, Manitoba; Pictou Lodge in Nova Scotia and Minaki
Lodge in Ontario—and following a careful analysis of all pertinent factors a
sale of the properties was deemed desirable. Notices were published in news-
papers throughout Canada to afford interested parties an opportunity to.
submit bids. The hotels were eventually sold to the group who had originated
the proposal and who made the most advantageous offer.

Co-operation under the Canadian National-Canadian Pacific Act, 1933

81. Various joint studies aimed at the achievement of co-operative
economies were continued in 1954, but no new projects were added during the
year.

82. In addition to co-operation under this Act, there are a number of
arrangements for mutual economy, such as joint use of terminals and joint
running rights. The two companies are also collaborating on the standardization
of rolling stock design, and on the provision of microwave facilities and the
study of communications problems. As another example, co-ordinated operation
of the British Columbia coastal steamship services will commence on March
29, 1955. One vessel will operate on the coastal route, in regular freight and
passenger service, jointly for the Canadian National and Canadian Pacific.
Each line will continue independent operation of its summer cruise service to
Alaska.

AT YEAR END

83. In retrospect, the year 1954 was in many ways a year of progress for
the Canadian National. The financial results in respect of any particular year
may, under the influence of relatively sudden and substantial changes in the
volume of business or in the level of prices and wages, show a wide variation
from the long-term trend. Nevertheless, the management remains confident
that, given a regulatory environment compatible with the exercise of sound
business principles, the Canadian National can be made to pay its way on the
average of good years and bad. To do so will require continuing and forthright
endeavours to adapt the railway’s traditional services and facilities to the
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vast changes which have taken place in the Canadian transportation scene
ver the past thirty years—changes induced by the growth of industry, the
JE_ progress of technology and the development of competing forms of transpor-
5= tation. In the course of time, these efforts to adjust to modern conditions will
o q,a.be increasingly reflected in the net income results of the system.
; ;z— Now, Mr. Chairman, this completes the formal report. I would like now
? to call attention to the several statistical statements and the details of the
“income and expense accounts as well as the consolidated balance sheet of the
. | Canadian National Railways system.
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+ CONSOLIDATED BALANCE SHEET AT DECEMBER 31,

ASSETS
Road and equipment property..... $2, 639,859,095 %
Improvements on leased pro s 1,270,331
Miscellaneous physical property. ... 68,080,193
—$2,709,209,169
Cgutsl and other reserve funds:
ystem securities at par.......... $ 16, 500
assets at cost............ 5 871,186
887,686
Investments in affiliated companies.............. 69,283,238
investments:
System securities at par.......... $ 205,
her assets at cost.............. 490,036
R AT R P Y S G S a e e $ 18,036,272
Temporary euh investments..................... 27,972,250
A T e S SO IR e S 14,599,180
bal&nce rwelvable from agents and conductors 23,776,201
Miscellaneous accounts receivable................ 20,661,771
Government of Canada—Due on deficit account. , 3,758,098
Materi T A I R GRS S S AN 86,325,914
Interest and dxvxdends gecliynable. .i. .. i 65,213
accounts receivable...................... 6,887,328
Other curtent 888eta. ... ... i\ oveersesvesrsnssss 260,712
W kai:: fund ad
or vances 688,929
Ing:nnce fund: 3
ystem securities at par
Other assets at cost.......... T5.08
Pension fund: kg
System securities at par $

202,342,939

1954
LIABILITIES
Funpep Desr—
bl T D L R A S U et $ 959,892,859
Held 5n spettal funds: . .0 i iy e i e nans 13,076,737
. GOVERNMENT OF CANADA LOANS AND DEBENTURES................
CURRENT LiABILITIE
Traffic and car-service balances.................. $ 7,850,601
Audited accounts and wages payable............. 27,718, 549
Miscellaneous accounts payable................... 8,084,473
Government of Canada. . . cosoanesvs dovbossnies 4,056,795
Interest matured unpaid—Public................. 4,224,379
Unmatured interest accrued...................... 6,924,698
Accrued accounts payable........................ 17,659,317
T T R R ol B R S P R P 2,392,945
Other current liabilities...........o.coovaiiinionns 2,137,91
DEFERRED LIABILITIES—
T o L e s el e $ 102,500,000
Other deferred liabilities....................00v 9,833,070
ReserveEs AND UNADJUSTED CREDITS—
ERSUEDRER TRORENIE. = . oo 5o s s 0o Huls ouri s A299is 5 46 $ 15,000,000
Accrued depreciation...............ccoviiiiiiniaen 230, 188, 287
U BRSO A OrORINE. .. .+ o5 B et vt sy 6 aley 12,850,239

8—
Capital stocks of subsidiary companies owned by publie.........

GOVERNMENT OF CANADA—SHAREHOLDER'S ACCOUNT—
6,000,000 shares of no par value capital stock of

anadian National Railway Company.......... $ 306,518,135

795,100,531 shares of 4%

referred stock of Cana-
dian National Railway Company.............. 795,100,531
Capital investment of Government of Canada in
the Canadian Government Railways........... 379,774,515

972,969, 596
126,771,981

81,058,764

112,333,070

258,038, 526

4,514,490

1,571,303,181

FILLINNOD TVNOISSES



ments
Dismnt on funded debt

Other unadjusted debits
] 17,623,230

$3,127,079, 608

CERTIFICATE

- We have examined the books and records of the companies
comprising the Canadian National Railway System for the year
ended 31st. December, 1954, and, in our opinion, proper books of
account have been kept by the System.

In our opinion the above consolidated balance sheet, supple-

" mented by the notes relating thereto appearing on e 4, and
the relative consolidated income account are properly drawn up

50 as to give a true and fair view of the System's affaiys at 31st.
December, 1954, and of the consolidated income and expense

for the year according to the best of our information and the

£3,127,079, 608

The notes appearing on page 4 are an integral part of this Balance Sheet.
R. D. ARMSTRONG,

OF AUDITORS

explanations given to us, and as shown by the books of the
System. With the exception that provision has been made for
depreciation of hotels, which we approve, they are prepared on
a basis consistent with that of the previous year.

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

Dated at Montreal,
2nd. March, 1955,

GEORGE A. TOUCHE & CO.
Chartered Accountants, -

Comptroller,

ONIddIHS ANV SAVMTIVY
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NOTES TO CONSOLIDATED BALANCE SHEET
AT DECEMBER 31, 1954

The total investment in fixed properties and equipment brought into the
System accounts at January 1, 1923, was as recorded in the books of the several
corporations and the Canadian Government Railways. Subsequent additions
have been at cost.

The capital stock of the Canadian National Railway Company (other than
the four percent preferred stock) and the capital investment of Her Majesty
in the Canadian Government Railways are included in the net debt of Canada
and are disclosed in the historical record of government assistance to railways
as shown in the Public Accounts of Canada.

On Canadian Lines, replacement accounting for track and retirement
accounting for other fixed properties were continued. Depreciation accounting
for equipment has been applied from January 1, 1940, and for hotel properties
from January 1, 1954.

On United States Lines replacement accounting for track and depreciation
accounting for other fixed properties and equipment was continued.

MAJOR CONTINGENT LIABILITIES

Chicago & Western Indiana Railroad Company

Assumed by Grand Trunk Western Railroad pursuant to joint supplemental
lease dated May 1, 1952, between Grand Trunk Western Railroad Company and
four other proprietary companies. Obligation is to pay as rental sinking fund
payments sufficient to retire bonds at maturity and interest as it falls due.
The Grand Trunk Western’'s proportion is one-fifth in the absence of default
of any of the other tenant companies. The bonds are First Collateral Trust
Mortgage 48% Sinking Fund Bonds Series “A” due May 1, 1982, and the amount
outstanding at December 31, 1954, is $61,699,000.

The Detroit & Toledo Shore Line Railréad Company

Assumed by Grand Trunk Western Railroad Company as joint and several
guarantor of principal, interest and sinking fund payments of $3,000,000 First
Mortgage 3}%—30 Year Series “A” Bonds due December 1, 1982.

The Toledo Terminal Railroad Company

Assumed by Grand Trunk Western Railroad Company in respect of
$6,000,000 First Mortgage 419%—50 Year Gold Bonds due 1957. The guarantee
is as to interest only and is several and not joint. Grand Trunk Western’s
proportion is 9-68%.

C.N.R. Pension Plans

Reserves have been set up for pensions in force under the 1935 plan, but
not for pensions granted under the prior non-contributory plan or for increased
benefits granted effective July 1, 1952, to employees who were contributors
under the 1935 plan and retired on pension prior to January 1, 1952.

Reserves have not been set up for pensions conditionally accruing to
employees now in service.
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CONSOLIDATED INCOME ACCOUNT
1954 1953
waY OPERATING REVENUES—
B TR .. o o i o ves awles S wa R e G RN s SEE TR VAN ,830, $553, 618,614
B Dsmonger . . oo Lokt ern as b diat 65 Sty en's Vo e et S B I ol v s 43,757,015 45,916,272
B ML, . i s i stan s siminia s diale s = w bnais s 54,0 % s xids Bewainte 19 4 b S0 ST , 699,860 8,732,737
| Express Qepartinent. . .. ... ....oc.ovciaconsgssonsaasnsasabstsssisanane 36,359, 693 38,258, 2:
218  Communications department............coociiruiioreonnsnisnainnsiaasss 17,084,985 15,952, 985
% L'; E P ST N T T RN IR R e N A T T RS R 31,904,921 34,143,616
by
Total operating revenues. ... ..........ccveievoniceaiiinaies £604, 637,280 $696, 622,451
AILWAY OPERATING EXPENSES—
Maintenance of way and structures. . ..............c.ociieiiiiiiiaaiias $129,414,444 $127,019,422
Maintenance of equipment. . . ...... .. c.vetiarenirsaiaseamansnrrasann 134,664, 281 148,100,818
I s - o e tiate o s ware S i o' e & oedis SPATS lof v il o - O 12,347,309 12,065,049 -
W DABRDOFtRGION 2t 1 .o I T aa T i s sia Vs wr s SR RS s 302,373,764 327,757,447
MincollAneONS OPEFAEIONS.. . . . . 5. . ison i osons ohmnmaemssssyedespusss 6,420, 154 6,635,991
TR LT e, e S e YRR by RN BRSNS T e 41,245,422 36,570,359
Total Operating eXPenSes ., . ... . .5 o0 crans - vivrd shmevesianeses $626,465,374 $659, 049, 086
NET OPERATING REVENUB. ... .5 ..o ioqoatbnsansonass $ 14,171,906  $ 37,573,365
" Taxes AND RENTS
B Raihway tax acorvals. .08 20 s b sl e L BRI $ 13,716,269 ' 13,549,079
Equipment rents—Net creditordebit.......................i....ain 542,087 3,567,132
Jonit facility Tenta—Neb debi . . ... L. o vis s niemscaohassnssy 358,217 300,169
Total tates BP RIS v s a0 ol T e, $'13,532,419 $ 17,416,380
NET RATLWAY OPERATING INCOME. . . - < ..o cvrnssnennans $ 639,487  § 20,156,985
‘Oraer IncoMe
Theome from 16886 Of YoM vl ancatn: o soi s anins s oxreosmps b rubndise L 2 $ 47,207 § 47,308
Mincellaneous rent MOOMS. 4. oot 5o isms s 177 5 o s aBa o 5 vol SR Boes 1,416,481 1,296,386
Income from non-transportation property.............ccciiiiiiaiiiien 320,216 1,065,742
BROGBLANOONNG ¢« 5 i ooois KRR p e i enr D1 3 B8 ks o 1 43 BB 1,585, 1,245,132
ERViHend THoDMO. . . ; .. resloh s in s anmiik s ot g s s Sl o032 353,217 466, 694
Estoreel meome. ... . . . . o cedna et o p L el e S s - 1,827,485 1,600,767
PRincellaneous incoOmS . ; . i v v s oo i s s s e s s b e Ty PR 2,325,461 3,780,916
Tolal other income: e e tliair, =% ML Bt o e evacise e $ 7,875,109 $ 9,502,945
 Depucrions rrom INcoME—
Rent forleased roads. .. .. ..ot om0 Ty s e s $ 477,731 $ 477,732
Miscellaneous rents........................ NI 345 702,659 699,
Results of separately operated properties. . .. 112,206 407,65,
Interest on unfunded debt................. 280,577 332,
Amortization of discount on funded debt . . 559,563 488,167
Miscellaneous income charges............. 124,910 129,010
Profit and loss—Net debitorcredit..............c.cooviviiiinenenn. 3,805, 881,564
Total deductions from income. .................ocoieevunnnns $ 6,063,301 $ 1,328,587
NET INCOME AVAILABLE FOR INTEREST. . ...........0000s $ 2,451,295  § 28,331,343
InterEST CHARGES— ;
Interest on funded debt—Public........................... s At «... 25,833,306 21,575,180
Interest on OVErnment LOANS. ... ... ... oo sr oo ssssssssnsess 5,376, 087 6,512,146
- ‘ Defleil O BORILUB s oo/ 0 50iSists ov cvad Soparsn s patnian & 28,758,098 § 244,017
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OPERATING REVENUES

- 1954 1953 1954 1953
Plnwnm. Accounrs— AuL OreER (Continued)
....................... ma.m.m $544,716,612 Bwitching. . ... .cc..oviveee.i. 5,562,361 6,237,
8,033,854 8,002,002 Water transfers. . 1,805,686 2,059,
Dining and buffet. 3,848,004 3,651
$502,830,806 $553,618,614 901 360
380 422,944
43,757,015 45,016,272 69,263
8,699,860 8,732,737 432,636
38,359,603 38,258,227 52,638
17,084,985 15,952,985 2,331,195
Telegraph commissions(U.S. ) 13,071 14,562
Grainelevator................ 876,242 908,001
Rents of buildings and other
PrOPErtY..........oeovensn.. 1,373,338 1,205,725
137,952 146,710 Miscellaneous. . . .. . 8,676,577 9,173,613
4,375,396 4,499,995 Joint facility—Cr.. A 934,412 918,911
397,642 407,602 Joint facility—Dr............. 171,211 152,362
648,884 895,165
15,246 11,532 Total All Other. ., ....... $31,004,921  $34,143 616
456,220 496,646
OPERATING EXPENSES
1954 1953 1954 1953
MarNTeENANCE oF WAY AND MAINTENANCE AND EqQUipMENT—
Superintendence. ............. $ 3,548,277 § 3,539,008
$ 9,476,223 § 9,762,624 Shop machinery—Repairs. ... 3,986,253 4,471,008
. 12,100,353 12,679,179 Power-plant machinery—
156,762 191,616 j 7 R WPERG O el L 203,355 280,579
5,027,638 5,255,078 Machmery—Renremenu ..... 423,403 335,960
11,617,197 13,173,003 v— Depr
10,258,273 6,143,620 U.S ........................ 88,629 81,826
10,434,623 6,756,299 Di: ng retired hinery 5,404 14,268
2,006,979 2,302,386 Steam locomohvee——Rapum 27,866,536 35,951,908
Track laying and eurtaciu. ... 31,326,192 33,244,693 Other locomotives—Repairs. . 7,623,020 5,051,990
Fences, snowsheds and signs.. 1,575,720 1,659,937 Freight-train cars—Repairs... 37,510,039 43,064,227
Station and oﬁoa buildings. . 5,000,100 5,732,426 Passenger-train mn—Repnirs. 16,307,317 18,694,179
& 691,426 947,485 Floating equipment— Repairs. 1,332,580 1,440,802
920,299 1,054,759 Work equipment—Repairs. ... 4,169,211 4,200,083
413,520 476,087 Express department equipment
3,510,789 4,207,546 bt o P TR O R Y 564,410 528,661
106,351 90,199 Misc., equipment— Repairs. . .. 135,000 201,984
1,576 6,466 Mise. equipment—Retirements 44,680 14,255
404,910 424,643 Dismantling retired equip-
7,261,664 RREIE < 1 LA 458,443 402, 534
2,221,565 Equi t- t 28,440,642 26,199,800
Power plunh 15,176 Express dept. equxpmen&—
Po T AR U TR O O T 282,661 234,973
Miscellaneous structures 19,609 Iruunes to persons. ........... 814,002 812,671
Road property—Depreciation L T AR T, 484,870 489,271
RO b v Vs v s d i . 1,047,803 1,022,650 Stationery and printing. . ... .. 123,439 131,790
Road property—Retirements. 2,414,138 2,437,087 Other expenses................ 331,510 192,893
Roadway machines.......... . 2,190,829 2,174,870 Joint maintenance of equip.—
Dismantlingretiredroadprops . Dliuiiiiaieiinaessinassaans 206,899 350,154
L e A SR I 345,456 425,733 Joint maintenance of equip.—
Bm:lltoohudmpplm 1,922,504 R A IR . TR A L 377,807 385,086
Removing snow, ice and nnd 4,360,169 3,563,631
Public improvements. . ....... 811,861 688,691 $134,664,281 $148,100,818
Injuries to persons. ........... 816,398 957,362
ERREPARO0. .0 o, o5 s ven S v 556,162 631,001  Trarric—
Stationery and printing. ...... 152,409 165,156 Superintendence. .. ........... $ 4,324,403 § 4,263,317
Other expenses................ 24,409 12,722 Outside agencies......... 4,705,365 4,705,912
Right-of-way expenses. ....... 104,621 97,880 Advertising. . ........... 1,608,785 1,426,754
Maintaining joint facilities— Traffic associations. . 267,503 270,457
I i Ten £ o p N S 2,118,639 1,802,795 Stationery and pnlmu Eagaat 729,056 679,878
l.hhmuiomt!mhﬁeo—c‘r 2,332,008 2,204,125 Industrial and developmz 404,498 408,819
Col iod and agriculture . . 306,700 309,912

$120,414, 444 $127,019,422
$ 12,347,309 § 12,065,049




RAILWAYS AND SHIPPING 2
OPERATING EXPENSES

1954 1953 1954 1953

TRANSPORTATION (Continued )
$ 7,432,873 § 7,619,489 Insurance 569, 885 645,771
3,981,417 3,080,885 893,343 934,264
. Station employees 42,339,284 45,500,111 property 187,712 178,997
"' Weighing, inspection and de- Damage to live stock on R/W 69,275 88,563
t e e Ve e 192,216 192,000 Loss and damage—Freight.... 3,307,647 3,483,564
i Coal and ore wharves......... 76,928 100, 840 Loss and damage—Baggage. . 6,560 8,457
. Station supplies and expenses.. 3,281,393 3,203,176 Injuries to persons. ........... 2,227,724 2,253,024
{*  Yardmasters and yard clerks. 10,053,875 10,291,719 Oper. joint yards and terminals
" Yard conductorsand brakemen 17,507,535 18,225,247 e T Ll iy 2,888,985 2,882,086
e Yarduthchnndmgnnlteuden 1,867,474 1,811,517 Oper. joint yards and terminals
Yard enginemen......,.~.... 11,605,375 12,148,341 s ¢ i SR R T A 8,154,626 3,251,478
Yard switching fuel........... 5,341,054 7,169,639 Oper. joint tracks and facilities
Yard switching power pro- SN S A A 556,052 1,720,116
s TR TN O 40,117 39,211 Oper. joint tracks and facilities
and switching power pur- el A S e 819,061 797,780
..................... 97,293 101,684
Wam for yard locomotives. . 158,920 192,607 $302,373,764 $327,757,447
Lubricants for yard looomo—
L PTRRe WEN T AR 190,706 181,501
Other supplies for yard locomo- MisceLLaneous OPERATIONS
o, TR L S e 107,892 122,701 Dining and buffet service. ... . $ 5,023,884  $5,000,171
Enginehouse expenaa—Yud 3,408,272 3,867,223 Restaurants.................. 346,370 352,654
Yard supplies and expenses. . 382,285 396,797 Grainelevators............... 249,105 320,153
Train enginemen.............. 28,215,866 Other miscellaneous operations 393,043 555,428
L IR S 49,162,135 Oper. joint mise. facilities—Dr. 407,752 398, 585
Train power produced. . .. .... 64,764
Train power purchased 171,808 § 6,420,154 § 6,635,991
Water for train locomotives. . 1,547,046 1,773,298
Lubricants for train loeomo-
L DARRERE T R O 1,119,434 1,137,367 GENERAL
Other supplies for train loco- Balaries and expenses of officers§ 833,119 § 831,163
L R s 538,017 669,510 Salaries and expenses of clerks. 11,961,809 11,877,760
Engmehonse expenses—Train.. 11,005,065 12,736,445 General office supplies and ex-
.................... 29,646,678 33,629,808 746,334 785,998
Train supplies and expenses.... 20,495,553 22,165,116 711,374 701,471
Operating sleeping cars........ 4,427,595 3,932,474 42,500 42,500
Slgm.l and interlocker opera- 25,560,823 20,914,969
........................ 1,005,382 1,119,410 563,029 528,383
Cmn; protection........... 1,521,285 1,410,430 12,621 12,143
Drawbridge operation. ... ... 328,866 334,834 712,730 749,800
Communication system opera- General joint facilities—Dr.... 121,127 142,614
SRR A S 12,230,741 12,244,840 General joint facilities—Cr. . ., 19,944 16,532
Operating floating equi t. 7,806,652 6,453,788
Express department operanon 24,750,534 25,856,665 $ 41,245,422 § 36,570,350
Stationery and printing. . ... .. 1,331,886 1,433,016
Other expenses................ 426,152 1,843,286
OPERATING EXPENSE DISTRIBUTION
193 1953 1954
OPERATING EXPENSES— . {
Total expenses—thousands
Percent of total revenue

B



26 SESSIONAL COMMITTEE
PROPERTY INVESTMENT ACCOUNT
Net Expenditures Year 1954
Roap Roap (Continued)
R New branch lines..................... $ 4,878,852 0T PR SRRy SR e $ 955,432
Rails and fastenings, tieplates and rail : —$ 37,504,038
T SR N RS TSR
S A R $126,121,302
Roadway betterments. . 16,290,680
Large terminals. . ........ — 109,830,622
Yard tracks and sidings. . 2,643,247
Roadway machines. .................. 547,569
Bridges, trestles and culverts 168,635
L R R ST N —— 3,300,451
Highway crossing protection.......... 170,126 —— 113,190,073
T R AR CNET Sl RN VN R T R ORI e S e T L A 1,896,515
iscellaneous buildings 3,974,632
Water supplies. ........... 175,813  SePARATELY OPERATED PROPERTIES.................. 1,462,042
T R SR 1,101,449 ————
Shops, engineh and hinery.... 1,384,198 Net expenditures. .......ccoceeuniensineenes $147,325,554
Docks and wharves................... 1,668,874 Capital investment of Government of
i 39,037 Canada in the Canadian Govern-
1,146,152 ment Railways:
LT AT 4,808,435 Transfer of property—Credit......... 14,410,
Communications—Railway........... 467,120 Construetion of 2 new ships for New-
foundland coastal service.......... 151,210
—_— 6,800
Net increase in property investment
SOOI NC Lo s Sk s dah chis s e AN 0 $147,462,354

Total property investment account at December 31, 1954, $2,709,209,619.

INVESTMENTS IN AFFILIATED COMPANIES

Par value outstanding Book value
n. Nat. Can. Nat.

System System

Company Total  percentage holdings
The Belt Railway Company of Chicago............ $ 3,120,000 7-69 § 240,000
Chwag) & Western Indiana Railroad Company.... 35,000,000 20 1,000,
Th etroit & Toledo Shore Line Railroad
L N S T s 3,000,000 50 1,500, 000
Detroit Terminal Railroad Company .............. 2,000,000 50 1,000, 000
Northern Alberta Railways Company............. 12,750,000 50 6,375,000
The Public Markets, Limited...................... 1,150,000 50 575,000
Railway Express Agency. Incorporated (no par
L e R R e R R ,000 shares 0-6 600
Shawinigan Falls Terminal Railway Company..... 300, 000 50 62, 500
The Toledo Terminal Railroad Company.......... 4,000,000 9-68 387,200
The Toronto Terminals Railway Company........ 500,000 50 250,000
Trans-Canada Air Lines. . .....c...ocvveeneeneennn.. 5,000,000 100 5,000,000
Vancouver Hotel Company Limited .. ............. 150,000 50 75,000
: $16, 465, 300
Northern Alberta Rallwaﬁﬁlo 1st Mortgage Bonds $25, 135,000 50 $12, 567, 500
The Toronto Terminals way Co. st Mortgage "
e o pa g R 25,310,000 50 12,655,
. Trans-Canada Axr Lines Debenture. ............... 20,000,000 100 20, 000, 000
X e i, 222/ 50D
Th Belt Rail C of Chi $§ 33,458
e RPCIOMPRIY ONCRIORRO = . - s v s ch s bl Eawars s ans s onis 5
Chicago & Western Indiana Railroad ggompa.ny ............................ 4,288,487
Railwa; noy. TR R O I R D R 173,493
I‘rsnu-(g aAu' B KO e A R ol S e MO o8 S T
i —_— 14,495,438
D '
T CanRAR Alr TinoR—CRoBH .\« o4 08 dae i sk s s annsbtrs Uisn e is e susdonayasvssa 6,900,000
Eotal 6t Datambat 81, JOB. . . Vit ek s A h e i B AN s A N $69, 283, 238
ANNUAL Rerort 1954
1k 1 i 2 E
s 2 # L X ey ¥ R N



Nobe —(a) Cal]able at par any time.
(b) Callable at par on or after Jan. 15, 1954.
(e) Callable at par on or after Feb. 1, 1961.
(d) Callable at par on or after Jan. 3, 1961.
(e) Callable at par on or after Jan. 2, 1964.

GOVERNMENT OF CANADA

* Carrrar Revision Acr, 1952—
CaNapiaN GOVERNMENT RAILWAYS—

* FINANCING AND GUARANTEE Acr, 1954—

Jan. 1,1972 Debenture. .........ccieeeisnenenann

Advances for Working Capital............. PR

Loans for Capital Expenditures, T.C.A..........

PR D I I e

..................................... $ 126,771,981

et < 8 on e e e - Wl Ty by -
RAILWAYS AND SHIPPING 27
3 FUNDED DEBT
I§ 2 Currency Principal
| Rate Maturity in which outstanding
A (See note) payable at Dee. 31,
1 1954
| 5  Perpetual Debenture Stocks—Various............... Sterling $ 102,112
i 4  Perpetual Debenture Stocks—Various. . .. - Sterling 158,133
a4 Jan. 1,1955 Canada Atlantic Bonds........ Can-US-Stlg. 9,947,934
4 Apr. 1, 1955 Grand Trunk Pacific Bonds.......... Can-US-Stlg. 871,444
i 4%  June 15, 1955 Canadian National 25 Year Bonds... Can-US-Stlg. 48,496,000
i 4% TFeb. 1,1956 Canadian National 25 Year Bonds... Can-US-Stlg. 67,368, 000
"4 Sept. 1, 1956 Pembroke Southern Bonds........... ... Canadian 150,
i 2% Mar. 1,1957 (a) Newfoundland Ry. Notes................. .S. 355,995
't) 41  July 1,1957 Canadian National 30 Year Bonds. ........ Can-US 64,136,000
© 33 July 20, 1958 Canadian Northern Debenture Stock...... Canadian 5,246, 268
Sterling 390,238
"‘; 5 Nov. 15, 1958 Indebtedness to Province of New Bruns-
i T e e R L T e Canadian 380,
3  Jan. 15, 1959 (b) Canadmn National 20 Year Bonds Canadian 35,000, 000
33 May 4, 1960 Canadian Northern Alberta Debenture
e AT e S A L s Sterling 550,727
33 May 19, 1961 Canadmn Northern Ontario Debenture
ORI, - 2o et W 3 Tl 3 it S R Sterling 3,507,518
3 Jan. 1, 1962 Grand Trunk Pacific Bonds ... Can-US-Stlg. 26,465,130
4 Jan. 1,1962 Grand Trunk Pacific Bonds .............. Can-US-Stlg. 7,999,074
23 Feb. 1,1963 (c) Canadian National 8 Year 1} Month Bonds. Canadian 250, 000, 000
3 Jan. 3, 1966 (d) Canadian National 17 Year Bonds......... Canadian 35,000, 000
2% Jan. 2,1967 (e) Canadian National 20 Year Bonds......... Canadian 50,000, 000
2; Sept.15, 1969 (f) Canadian National 20 Year Bonds......... Canadian 70,000, 000
2; Jan. 16, 1971 (g) Canadian National 21 Year Bonds......... Canadian 40,000,000
- 3% Feb. 1,1974 (h) Canadian National 20 Year Bonds......... Canadian 200, 000, 000
2% June 15, 1975 (i) Canadian National 25 Year Bonds......... U.S. 6,000,000
4} Jan. 1,1980 Grand Trunk Western Bonds.............. Can-US-Stlg. 400,000
Ser1aL EquipMENT OBLIGATION —
2 Deec. 1, 1957 Trust Series “R". 1,680,000
28 Mar. 15, 1958 Trust Series “‘S.. 11,200, 000
2% Nov. 1, 1958 Trust Series “T" . 8,600, 000
2% Mar. 15, 1960 Trust Series “U”. 12,100, 000
2% Jan. 15, 1961 Trust Series “V.... 8,775,000
RORAL . . ) (o L e i e e 2 S s e ST S S 4 s e Tt S S L SR SR 1G] $ 972,969,596

(f) Callable at par on or after Sept. 15, 1946.
(g) Callable at par on or after Jan. 16, 1966.
éh Callable at par on or after Feb. 1, 1972,
i) Callable on or before June 14, 1954 at 102%;
thereafter at varying redempt.xon premiums.

.

LOANS AND DEBENTURES

16,771,981

10, 000, 000

e -

e



SESSIONAL COMMITTEE

COMPANIES COMPRISING THE CANADIAN NATIONAL
RAILWAY SYSTEM

CAPITAL STOCKS OWNED BY GOVERNMENT OF CANADA

Comgy

num

1 Canadian National Railway Company (Common)..............ccocvveiiaannaans $ 396,518,135
Canadian National Railway Company (Preferred)..............cocviiiiiinann.. 795,100, 531

$1,191, 618, 666

CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC
Owned by Capital stock Owned by

Name of issuing company c:unl\npgggr insued public
1 CanapiaN NamoNaL Rarnway COMPANY........... see above
2 Atlantic and St. Lawrence Railroad Company. .. . 1 6,302, 3408 5,840
3 Canadian National Hotels, Limited............. 1 28,190,950
4 ‘Canadum National Railways (France) franes i s ek ik
5 (‘anadxan National Railways Securities Trust. . 1 5 million shares
6 Canadian National Rolling Stock Limited....... 1 50,000
7 *Canadian National Transportation, Limited. . ... i 500
8 Central Counties Raillway..............o.coouun. 1 500,000 12,000
9 The Champlain and St Lawrence Railroad
s T R P SR LR e § 5 1 50,000
10 Internatlonal Bridge Company.................. 1 1,500, 000
11 Manitoba Northern Railway Company.......... 1 500,000
12 ‘Mont.real and Southern Counties Railway Com-
.......................................... 1 500,000 140, 600
13 ‘Montre&l Fruit & Produce Terminal Company, -
...................................... 1
14 ‘The Montreal Stock Yards Company............ 1 350,000
15 *The Montreal Warehousing Company............ 1 236,000 10,440
16 *National Terminals of Canada, Limited......... 1 2,500
17 *The Oshawa Railway Company................. 1 40,000
18 The Pembroke Southern Railway Company..... 1 107,800
19 Prince George, Limited......................... 1 10, 000
20 Prince Rupert, Limited..................c.oo0a0 1 10,000
21 St. Clair TR R O AR LI 1 700, 000
22 *The Thousand Islands Railway Company. 1 60, 000
23 The United States and Canada Rail Road Com- y
e T A R O N e 1 219,400 425
24 Vermont and Province Line Railroad Company . . 1 200,000
25  CanapiaN NorTHERN RamwAy CoMPANY........ 1 18, 000, 000
26 Canadian National Express Company........... 25 1,000,000
27 *Canadian National Realties, Limited............ 25 40,000
28 Canadian National Telegraph Company......... 25 525,900
29 The Canadian Northern Alberta Railway Com-
.......................................... 25 3,000,000
30 Cana ian Northern Consolidated Railways.. ... 25 35, 306, 600
31 The Canadmn Northern Ontario Railway Com-
% Th C .......................................... 25 10,000, 000
an Nor Ra -
s A B T A O 9,550,000 3,849,200
33 Tl')’m(ganadmn Northern Railway Express Com-
P T A T AR TR T 25 1,000, 000
-34 Cmaan Northern Steamships, Limited....... 25 2,000,
gg ggnméum Ng{the{n%ystem T:lrmmals Limited) 25 2,000, 000
e Great Nort estern Telegraph Company
of Canada (Including $331,500 held in escrow). . 25 373,625 6,825
37 The Lake Superior Terminals Company Limited 25 500,000
38 The Minnesota and Manitoba Railroad Company 25 : 400,000
39 The Minnesota and Ontario Bridge Company . . 25 100, 000
40 Mount Royal Tunnel and Terminal Company
4 G ORI oy Rt b 25 5,000,000
1 he Niagara, St. Catharines and Toronto Rail- s
waKTCompa ................................ 25 925,000
42 1%1-3 b Cathannes and Toronto Navi-
gation Company R R AN 25 100,000
43 The Quebec and Lake St. John Railway Company 25 4,508,300 489,160
44 St. Bomfaca Western Land Company. .. 25 250, 000
45 The Winnipeg Land Company Limited. 25 100,000

CRIPIO TOPWERD (4 |57 i 1600 ot v e 5wt 5 SR 30§ S rp AT Wiy e mils Syt AN € i $§ 4,514,490




RAILWAYS AND SHIPPING 29

[ COMPANIES COMPRISING THE CANADIAN NATIONAL
{ @3 RAILWAY SYSTEM (Continued)
| W
] CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC—(Continued)
! Owned by
. Company Name of issuing company company Capital stock Owned by
. number number issued public
41 Brought Sorwab i, . v iifss ke st sy sl Ha $ 4,514,490
] 46 Graxp TrUNK Paciric RarmwaAy COMPANY....... 1 24,940,200
=18 47 *Canadian National Steamship Company, Lim-
3 1 Rl R R RN RS R A0 1 46 15,000
48 The Grand Trunk Pacific Branch Lines Company 46 200, 000
o 49 The Grand Trunk Pacific Development Com-
i PR RRIRAOR . b S Li%h . 50 . o5t ov'e i e ol 46 3,000,000
¥ 50 The Grand Trunk Pacific Saskatchewan Railway
i b T A R T A A 46 20,000
5 51 ‘Grand Trunk Pacific Terminal Elevator Com-
¥ T S N 46 501, 000
i 3
5
T/ 52 CeNTRAL VERMONT Ramway, INC................. 1 10,000, 000
. 53 *The Centmont Corporation...................... 52 176,400
54 *Central Vermont Transit Corporation........... 52 5,000
55 Central Vermont Transportation Company. .. ... 52-53 200, 000
= 56 The Montreal and Vermont Junction Railway
L6 ST A w1 52 197,300
i 57 DurutH, WINNIPEG AND PacFic Rarnway CoMPANY 25 3,100,000
58 Duluth Rainy Lake & Winnipeg Railway Com-
.......................................... 57 2,000,000
59 Duluth Winnipeg and Pacific Railroad Company 57 100,000
60 Graxp Trunk Ramroap WesTERN CoMPANY
s T R SN S el R, SR 1 20, 000,000
60 Graxp Trunk WesterN Ramwrosap CoMpPANY
[ T e S FO O R N SRIE AR Y. i 1 25,000,000
61 *Consolidated Land Corporation................. 60 64,000
62 Grand Trunk-Milwaukee Car Ferry Company. . 60 200, 000
63 *Industrial Land Company................c...... 60 1,000
64 Muskegon Railway and Navigation Company. . 60 161,293
$ 4,514,490

- The income accounts of companies mdlcabed (*) are included in the System income account as ‘‘Separately
operated properties.” :
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CHANGES IN EQUITY AND BORROWED CAPITAL

Balance at Transactions
Dec. 31, 1953 Year 1954

Equrry Carrrar—

Capital stocks of submdmry com es owned by
pmxblx ....................... m ............. $ 4,514,490 —

Government of Canada—Shareholder’s Account:—
Capital stock of Canadian National Railway

T T L LA S N S $ 396,518,135 —
- Preferred stock of Canadian National Railway
Compan .................................. 775,804,217 § 19,206,314
Capital investment in Canadian Government
o e SRR SRR 379,637,715 136,800
Total Government of Canada.......... $1,552,050,067 § 19,343,114 $1,571,393,181
Total Equity Capital.................. $1,556,564,557 $ 19,343,114 $1,575,907,671

L G R SR e N $ 589,811,600 $ 972,969,596
New Issues:—
New Issues:— -
3;‘7 Canadian National Bonds due Feb. 1, 1974. . $ 200,000,000
7’ Canadian National Bonds due Feb. 1, 1963. . 250, 000, 000
Redemptions:—
5% Canadian National Bonds matured Feb. 1,
........................................ 50,000,000
7 Perpetural Debenture Stocks—Various. . 817,712
79 Perpetual Debenture Stocks—Various. .. ... 6,822,176
%» Newfoundland Railway Notes............. 142,206
qmpment Trusts—Serial payments........... 9,060,000
Government of Camda. Loans and Debentures...... 342,140,048 126,771,981
Fuunncmg y.nd Guarantee Acts:—
i Temporary Loans—Aect, 1942................... 6,889, 200
Temporary Lotns—Act 1 TR TP 19,053,018
Temporary Loans—Act, 1954................... 94, 500, 000
Temporary Loana—Act 1954 (T.C.A.).. ) 10, 000, 000
Refunding Acts:—
Debenture—Act I v i thie e p A B E 6,581,103
Temporary Loa.ns—Act. 1T R e M S v 14, 696, 103
Repayment of Loans:—
LT R S SR S SR b (U s 367,087, 491
Total Borrowed Capital.......... Yk 2 $ 931,951,738 $ 167,789,839 $1,009,741,577
Total Capitalization................... $2,488,516,205 $ 187,132,953 $2,675,649,248
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:SEL-ELECTRIC LOCOMOTIVES—
. 20 1750HP road locomotives
i 4 1600 HP road locomotives
?*1 17 1750 HP road switching locomotives
5 27 1600 HP road switching locomotives
5 875 HP road switching locomotives
1000 HP switching locomotives
19 900 HP switching locomotives
15 660 HP switching locomotives

 FrReIGHT EQUIPMENT—
2050 50-ton box cars
100 30-ton box cars
100 70-ton flat cars
100 30-ton flat cars
15 30-ton stock cars
300 70-ton triple hopper cars
200 70-ton covered hopper cars
600 75-ton ore cars
901 70-ton gondola cars
120 -50-ton ballast cars
210 70-ton ballast cars

~-—‘-

amwiurs AND SHIPPING v 31

g e SR (e

EQUIPMENT PLACED IN SERVICE DURING 1954

PasseNGER EQuipMENT
21§ Budd diesel rail cars

coaches
= 30 baggage cars
104 sl:gpmg cars
11 buffet parlor cars
6 parlor cars
14 dining cars
6 dinette cars

Work EquipMENT—

21 30 cu. yd. 50-ton air dump cars
diesel locomotive cranes—30-ton
diesel locomotive cranes—40-ton
diesel locomotive crane—50-ton
wrecking crane—250-ton steam—self

ro|

urro crane—12-ton
Jordan spreaders
snow plows
flat car
miscellaneous units built from ”
salvage in railway shops

cars—second hand

OO e R

—_




INVENTORY OF RAILWAY EQUIPMENT

Orders
On hand  Placed in Converted On hand  outstanding
Jan. 1, 1954 service  Retired Added Retired Deec. 31, 1954 Dec. 31, 195§

............ o PO CUR S S 1,698
............ | Wi S RS s 435
33
............... : G PN SR MR S
24 24 4
............ L B L SRR BT Y o e BT 49
4 7
_Jair = S SR TR IR Sl 266 5
..................... 13 O ) Sl e 2,781 68
3,050 2,439 352 79,449
200 148 6 3 6,300 110
15 . SRLER ORI W 2,930
500 | ORI IS I o s b 6,268
901 90 11,88
600 1,358 400
330 33 2,217
2 6 25
26 4 4,589 100
44 1,827
1
5,506 3,258 6 802
218 129 16
16
20 2
6
17
104
30 47 3
1
2 1
6
391 21 19
52 373 420

Mcmr-

SRR
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o STATISTICS OF RAIL-LINE OPERATIONS
% : I 1954 1953
iy ~-M
el s0i N R G R DR 41,691,390 46,583,109
BN Passcngor SOrVIOEL IE e fie <o heed sns sivein s £ b he Sulk Fake 24,315,627 24,949, 141
i WORK SatVItn . T Tohh a e oin e sn s VLR AT o i e PSS RBEH D o T e 2,013, 601 , 959,
i Total BRI . 1 o Lo iw b o e e AN o mrd o £ 237 5 68,020,618 73,791,657
Looouanvr:—Mru:&—
Freight Serviee. ... ... eiueieei oot iiiie i ieriiazainscantanasss 43,623,338 49,201,735
PRI GOV ca R e « 50y, S5 55 3/¢ o W16 & /iee Wia's S B iom A §il 24,338,373 25,032,931
Train switching—Freight 3,536, 589 3,829,035
— Passenger 138,841 46, 268
Yard switching—Freight 16,208, 330 17,669, 537
= T T e e R I IRPOE W s iy . 1 TR 1,809, 561 ,842,
LT R e T, sl oty AR R SUEER . L 4 P 2,064,215 2,029,848
Total JosomativemileN: 1. i s 1l e et SN i 91,719,247 99,751,700
Car-MiLEs—
Freight Service:
S onded Troighlamrs, . oL L e L s R e A s L 1,183,332,445 1,307,912,853
Ropty Beighl aarg: . T il e s vs Pa A S kg 585,879,454 632,298, 695
Passenger coach and combinationcars.....................cooian, 5,549,200 6,282, 582
Lo e NI i S O SRR S e L 10,434, 065 9,767,421
(@ VRTINS N S W e e D R R . s S 41,398,352 46,399,773
1,826,593, 516 2,002, 661,324
Passenger Service:
P P B T O R LT R e S N e s D B LR KT 654,957
Bapty TraighlBars. - = o ot Fa s itms v inbds v 8a s s o AR 04,264 9.680
Passenger coach and combination cars 55,971,199 61, 95. 748
Sleeping, parlor and observation cars. 54,801,732 55 75,809
TDRMABGL CBEB. . ... .t 5.5 B0 ANk 4 ,715, 8,764,185
MO Init CRES..; - . N s e S e s it 1,047,101 1 021, 566
Other cars (baggage and expressecars, ete.)...............covvnennn. 86,798, 297 ,793,346
208,173,015 217,059,427
WPk servine . - e e et s ain o A oLl Sn ATk e pr e 4,295,991 3,531,351
Total car-milen: st ide (i Sas o 0 st Ve sgtisie b 2,039,062, 522 2,223,252,102
AVERAGE MILEAGE OF ROAD OPBRATED . ... .cvvuuereionieinecavoasanns 24,155-51 24,152-91 |,
FreigaT TRAFFIC— ¢
Tons carried—Revenuefreight....................ccoiiiinneinnns 79,338,230 86,523,327
Ton-miles—Revenue freight. .. .......... ... ....cciciiiireeineennns 32,881,706,496 36, 677,980,252
PrOiah YOVERID . - . - . . . s e s oo T e s , 830,806 $553,618,614
Reévenus par B0tk . .. .0 03 B e AR by e B 38 kaody e $6-33781 $6-39849
Révenue por Sonaile. . . o e A bR E b $0-01529 $0-01509
Avprags haul, . L. . L i R s 2 s e ashs 414-45 423-91
Ton-miles—Revenue freight per mileofroad....................... 1,356,505 1,513,672
Ton-miles—All freight permileofroad...................ccc0vunuu. ,443,839 1,626,843
Gross ton-miles of cars, contents and cabooses...................... 77,789,741,728 85,911,012, 262
Net ton-miles of freight (revenue and non-revenue)................. , 876,664,284 39,293,001,731
Train-hours in freight road serviee. ................ovuvverivninsss ,345,495 2,660,428
Gross ton-miles per freight trainhour. ............................. 32,841 31,980
Average speed of freight traing. .. .. o0 . .. ou.iviieiniioiebossssiss 17-8 17-6
Average gross load—Freight trains (tons)...................o00vvun 1,848 1,815
Steam locomotive miles per serviceable day (excluding stored). .. .. R 114 122
Diesel unit miles per serviceable day (excluding storﬁ ............ 284 306
PasseNGER TrAFFIC—
Passengerscarried............covivinnss [ - RN e R N 17,858,916 18, 080,958
Passcngor-mues. . |, . - .. il it ek at SR L o S R s e 1,471,708,931 1,538,832,219
gt T T R R R s R R ,757,015 $45,916,272
Reovente . per DABSONEOT. . . ; - A oas oo s o F it d s b N e e e 4 3 45015 $2-53948
Average passenger )ourney ..................................... 82-41 85-11
Revenue per | LT g R AR R e e S B 02973 $0-02984
Passenger-miles per mileofroad..............c.....coiieieniiais 60,926 63,712
Percent on time arrival principal passenger t; rains ................... -2 72-9
Steam locomotive miles per serviceable day (exclu.d stored)..... 216 220
Diesel unit miles per serviceable day (excluding stored)............ 160
Ner Ramway Orl-.xwrm:zB Irfwon—
povenua per mile of Youd. .. n . ol i ey e $26,521-37 $28,842-17
Gross railway operating charges per mile of road. . $26 <90 007
Net railway oyeratmgmgmcome permileofroad..................... $ 47 :28 834
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REVENUE TONNAGE BY COMMODITIES

Year Increase Year Increase
1954  Decrease 1954  Deer:

Tons % Tons %

Agricurrurat Propucrs— Mixe Propuers (Continued)
R e e s it el i 568,391 13-2
5,472,322 39-2 Other mine products (not fully
T, 4-5 FPROOONIE) .. 5o . o v s e 3,528,421 39-0
1,359,260 21-7 _—
1,724,677 20-0 b 7 S RN e 28,828,050 .
155,468 1-6 —_—
117,113 - 4-4
107,146 51-7
999,623 3-9 Forest Probucrs—
995,306 14-9
74,981 3.6 Logs, posts, poles, piling...... 800,427 18-3
72,870 1-2 Cordwood and other firewood 80,751 16-8
58,606 2-8 jo o AR T e L B 4 55,645 17-7
378,739 7 BHIDWOOE. . . e T UR e Sl 4,478,580 3-2
Potat toes 377,787 1-8 Lumber, timber, box ecrate
Other fresh vegetables........ 203,438 20 and cooperage material..... 4,093,659 5-8 3
Other agricultural products. . . 908,036 18-5 PAYWOOH... - i o5 s bies amaaak 257,370 25-5 ¥
r—— — Other forest products......... 211,028 16-8
................... 13,632,899 24-4 _—
—_ Ly TN R R e 9,977,460 3-0
25,026 -8  MANUFACTURES AND MISCELLANEOUS—
202,222 5-6
7,708 -6 GBI . i o sk R 2,172,859 45
110,902 15 Petroleum oils and petroleum
66 17-9 BEONTRR. =, Aics Chs S L Sn R 2,425,001 12-6
o T e R e R 255,484 -4
188,887 6-3 Iron, pig and bloom........... 344,449 5.0
Rails and fastenings.......... 44,012 18-8
31,518 6.6 Iron and steel (bar, sheet,
structural, pipe)............ 1,102,085 46-2
61,531 4-8 Castings, machmery and boi-
5,785 3-5 7T S B e (e SO R 337,264 4-1
21,545 2-8 Cement ...................... 1,250,229 3.5
31,608 2.9 Brick and m:ﬁcml stone 312,574 10-8
16,344 31-5 Lime and plaster............. 452,052 5.2
,055 16-2 Sewer pipe and drain tile. . ... 57,336 1-9
Agricultural implements and
103,862 8-1 vehicles other than autos. . 171,508 41-1
———— Automobxles. auto trucks and
875,149 2-2 @ autoparts........c...eocaves 1,813,394 220
_— Household goods and settlu's
........ 7,163 24-4
Furniture 65,390 13-9
Beverages.......... 386,208 10-5
1,666,421 7-3 Fertilizers, all kinds 782,888 6.9
8,577,127 6.0 Newsprint paper. . 2,187,106 3-5
1,002,521 6-0 Oth 507,771 31-4
546,830 6-1
708,705 8-9 802,361 8-9
1,342,464 17-9 P 1,344,654 10-8
264,986 47-9 Fish (fresh, frozen, cured, etc c.) 71,215 88
3,275,096 -7 Canned goods (all ‘canned lood
s e ) PR 691,878 18-0
738,456 15-0 Other manufactures and mis-
2, 458 521 1122 collaneous. .. ;s\ vy mavans s 7,155,994 9.5
Merchandise (all L.C.L.
3,187,553 4.0 freight)......... R T 1,283,707 20-0
79,585 11-4 Total. . ..ivui eiiiaydsee 30,084,672 7-9
516,738 47-9 ————
Grand Total........... 79,338,230 &-8

366,235 11-2

UM ) eeveesnsvanasnans
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WWAW AND SHIPFING
OPERATED MILEAGE AT DECEMBER 31, 1954
B arep Rous Mumaon—
Trackage
Owned Leased rights Total
Atlantic Region: iy it e S e ol i ey 3,790-48 6-41 82-95 3,879-84
Coatlral Regiostiafitoe. 37 = 010 Coll e o slos dN e 7,157-12 327-22 14-82 7,499-16
Wonthrn Bogiiil. o 70 105 Soas sos ot s dns aaa Sty 11,476-47 34-84 94.88 11,606-19
Grand Trunk Western 7T e A 883-10 9-50 59-75 952-35
Central Vermont Lines.............cceivnnennnnn 363-10 — 58-73 421-83
Total first maintrack.................... 23,670-27 377-97 311-13 24,359-37
196-10 188-26  22,593:00
181-87 122-87 1,766-37
' Wpsh Tasin teaele, S o o) SN T s R 23,670-27 377-97 311-13  24,359-37
Second L SR TR L S e 1,230-31 9-31 74-39 1,314-01
s e e o 26-76 — 3-49 30-25
Fourth and other main tracks.................... 10-04 — 5-09 15-13
Spurs, sidings and yard tracks.................... 6,401-22 126-54 1,421-94 7,949-70
| Total sl Gheki L., . .od i, eds Jolee s dlil s 31,338-60 513-82 1,816-04 33,668-46
i
20 R e T s 3 ] Al




A '27-YEAR SYNOPTICAL HISTORY OF THE CANADIAN NATIONAL .

Taxes, Rents Freight Revenue Average
Net and Available for Surplus Freight Revenue Revenue per Hourly
Operating Operating Operating Other Income  Interest and Interest or Revenue per Ton Passenger Passenger  Earnings per

Year Revenues Expenses Revenue Debit Dividends Charges Deficit Ton Miles Mile Miles Mile Employee (*)

(Thousands)  (Thousands) (Thousands) (Thousands) (Thousands) (Th ds) (Th ds)  (Millions) ¢ (Millions) ¢ $
1928 $304, 501 $240,732 $54,859 $9,58) $45,275 $41,811 $ 3,464 22,588 1.01 1,514 2.585 608
1929 200,497 248,632 41,865 8,623 33,242 45,504 12,262 19,375 1.108 1,401 2.650 619
1930 250,369 228,288 22,081 6,442 15,639 51,316 85,677 16,910 1.086 1,214 2.710 640
1931 200,505 109,313 1,192 6,673 5,381 55,587 60,968 14,610 - 1.020 866 2.679 649
1932 161,104 155,208 5,806 9,772 3,876 56,965 60,841 12,818 942 686 2.5156 612
1933 148,520 142,813 5,707 8,197 2,490 56,465 58,0565 11,550 972 665 2,261 582
1934 164,902 151,936 12,966 5,662 7,404 55,812 48,408 12,950 074 723 2.259 559
1935 173,184 158,926 14,258 8,211 6,047 53,469 47,422 13,509 .990 770 2.162 583
1936 186,611 171,478 15,133 9,252 5,881 49,184 43,808 14,814 082 831 2.048 582
1937 198,397 180,789 17,608 9,321 8,287 50,633 42,346 15,165 1.014 053 1.987 .605
1938 182,242 176,175 6,067 9,616 3,549 50,765 64,814 14, 505 964 892 2.030 (647
1939 203,820 182,966 20,854 10,219 10,635 50,730 40,095 17,084 938 875 2.035 646
1940 247,527 ,520 45,007 11,538 33,474 50,439 16,965 21,532 904 1,125 1.929 643
1941 304,377 , 769 66,608 12,247 54,361 50,345 4,016 27,200 881 1,762 1.810 675
1942 375,655 288,999 86,656 12,611 74,045 48,982 25,0683 31,729 909 2,708 1.784 721
1943 440,616 324,476 116,140 30,838 85,302 49,663 35,639 36,327 894 3,619 1.848 734
1044 441,147 362,547 78,600 7,608 71,007 48,070 23,027 36,016 893 3,697 1.888 846
1945 433,773 355,294 78,479 7,895 71,084 46,328 24,756 34,600 015 3,838 1.953 .831
1946 400, 586 357,237 43,349 7,630 35,719 44,681 8,962 30,812 975 2,280 2.190 877
1947 438,198 397,123 41,075 13,136 27,939 43,824 15,885 32,945 1.040 1,845 2.332 .905
1948 491,270 464,740 26,530 15,238 11,297 44,830 83,633 32,943 1.195 1,755 2.308 1.085
1049 500,723 478,501 22,222 18,184 4,058 46,101 42,048 30,922 1.276 1,621 2.671 1.119
1950 553,831 493,907 59,834 17,417 42,417 45,678 3,261 31,088 1.394 1,408 2.834 1.135
1051 624,834 580,150 44,684 12,901 31,783 46,815 15,032 36,435 1.369 1,611 2.947 1.320
1952 675,219 634,853 40,366 16,061 24,305 24,163 142 38,430 1.307 1,635 2 964 1.453
1953 696,622 659,049 37,673 9,242 28,331 28,087 244 36,678 1.509 1,539 2.084 1.568
1954 640,637 A 14,172 11,721 2,451 31,209 28,758 32,882 1.529 1,472 2.973 1.588

(*) Canadian lines only, excluding hotel and subsidiary company employees,

AALLINNOD TVNOISSIS
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With your permission I shall run through the pages quickly, to give
members of the committee an opportunity to understand and appreciate the
arrangement of the figures and the stories they are intended to reveal.

You will observe we have arranged these so that the statistical statement
section which is green or blue in colour, depending on your colour sense, can
be removed from the Report. This is for the convenience of those who might be
making a special study of the statistics and to whom we are prepared to furnish
additional copies on application. Some of these items I will pass over and
come to what I think are the highlights, so that you can find them readily if
you wish to go into details. If you will turn the page over you will find the
consolidated balance sheet as of December 31, 1954.

The point I would like to call to your attention here is that we are dealing
with a $3 billion industry. We have passed that mark for the first time. That
is by far the largest industry in Canada in terms of property investment and
in volume of business. It is Canada’s biggest employer short of the government
itself and certainly a much bigger employer than any other individual Cana-
dian company. Comparison with any other firm will reveal there is an almost
startling difference between the size of the Canadian National Railways and
any other firm in Canada.

If you turn the next pages you will find the notes to the consolidated bal-
ance sheet. These notes and comments are technicalities in respect to the
balance sheet and income account which the auditors have certified.

On page 5 you will find the consolidated income account. These are the
main accounting groups into which the company’s operating results are sum-
marized for the year in comparison with 1953.

I would like to call your attention to pages 6 and 7 and other pages further
on in this Report. Pages 6 and 7 set out the railway operating revenues and
expenses in normal accounting classifications into which these figures are
assembled during the year with the 1953 figures presented beside them for
comparative purposes. These accounts, together with the performance statistics
on rail line operations, to which I shall refer in a moment, are the means by
which management establishes budget controls to ensure that operations are
made to respond in the appropriate degree to changes in volumes of traffic and
other economic conditions. We also provide a considerable amount of detailed
information to the Dominion Bureau of Statistics and most of this is made
available through the bureau to the general public. With the exception of a
very few minor deviations appropriate to the Canadian National Railways’
operations. The accounting system follows the standard basis which has been
utilized by substantially all railroads in North America for many years.

The figures which are presented here in considerable detail are the end
result of the summation of some millions of individual transactions. If requests
for information could be held to the regular accounting, or statistical data as
the case may be, the questions can be answered readily and on an up-to-date
basis; but departure from this format will involve re-assembly of information
which may take some months.

In calling your attention to the figures, I think I am justified in saying that
no industry is more thoroughly analyzed than the railway business. Moreover,
so far as I know no firm or organization makes more information available to
the public both in the form of regularly published information and in reply
to requests of one kind or another. I have in mind not only the requests of
members of this committee and the questions which arise from time to time
in the House of Commons, but I refer also to press inquiries which we are con-
stantly getting; we also receive requests for information from every conceivable
type of public body in the country. We reply directly to members of parlia-
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ment, and to letters from clergymen, mayors, public officials and individuals
from all parts of the country. I suggest to you that no form of management
in this country is more willing to give information and more anxious to provide
the general public of Canada with data pertaining to its operations than does
the Canadian National system.

Turning on from here I will just leaf over the report to indicate the extent
to which this information is set out in statements and tables. The property
investment statement on page 8 gives details of additions during 1954 and the
figure at the bottom agrees with the figures you will find on the balance sheet.
The next statement on page 8 lists the investments in affiliated companies which
are not part of the consolidated statement.

On page 9 you will find our funded debt held by the public, and at the
bottom of that page you will see a recapitulation of our loans from the
government.

On pages 10 and 11 you will find the details of the companies which com-
prise the Canadian National system. There are 64 companies in that list this
year. Last year there were 78 companies. . These companies are all consolidated
into our general balance sheet to which I made reference earlier. The progress
in reducing the number of companies from 78 to 64 does not really reflect the
extent of the work that we have put into this problem.

We have a great many more consolidations that are pending and in our
end result, after we have taken care of the legal requirements of the situation,
we hope to be able to boil the system down into about seven or eight companies,
one company being the railways, another one the hotels, another one covering
our real estate transactions and communications would be another one. We hope
to wind up with six or seven main companies. In the course of streamlining our
corporate structure we will eliminate a great many unnecessary bookkeeping
entries which are meaningless and which cost a good deal of money.

On page 11 you find the statement of changes in equity and borrowed
capital, which is self-explanatory.

Turning to pages 12 and 13 you will find what I have called the operating
statistics of the railway. On these pages we have also shown the physical
inventory of rolling stock, and the changes that have taken place during the
year. This gives you a complete picture of the type of motive power now in
operation to service the requirements of our system.

On page 13 you will find the detailed type of statistics which are of
interest to people who wish to compare our operations with those of other
railways. -

On page 14 you will find a very interesting breakdown of our revenue
tonnage by commodities. These again are a standard type of statisties which we
think are most useful as a means of enabling us to keep our finger on the pulse
in respect of the effect of economic conditions on our revenue tonnage.

You will see, unfortunately, this year that most of the important figures

~show a marked decrease in terms of the previous year. At the bottom of that
page is set out the operated mileage over which this tonnage was moved. We

have also included this year, on page 15, a 27-year synoptical history of the
Canadian National, which I hope will be of interest to the members.

Following that you will see a lot of pictures for which we have at times
been criticized, as it tends to make this appear to be a rather expensive kind of
report. Let me remind you that this report is not only for the benefit of mem-
bers so that they can see the kind of operations which we are engaged in but this
report is also used for advertising purposes and is sent to our shippers. We
know from experience that this type of report is welcomed and is well worth the
money we spend on it. .
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That is all, Mr. Chairman, except for whatever questions may arise.
The CHAIRMAN: Gentlemen, you have heard the annual report of the Cana-

4/ dian National Railways for the year 1954, and I think now if there are any

questions relating particularly to item 614 of the supplementary estimates they
might be asked now.

Mr. MAcCDONNELL (Greenwood): I think it would be of interest if Mr.
Gordon would give us the comparable figures showing what has happened to
other railroads on the continent in terms of shrinkage of gross revenue and the

.|| effect it has had on them so that we would have some comparative figures. When

I saw a $32 million reduction in expenses it seemed to me to be large, but I
realize it has got to be compared with others before one can have a real under-
standing of it.

Mr. GorpoN: I have here a table which shows the revenue figures for the
Canadian National Railways for the year 1954. As I have stated, these were

1L $56 million less than 1953 which represents an 8 per cent decrease. I have

a figure for the Canadian Pacific Railway Company and I should perhaps say
this, that the annual report of the Canadian Pacific Railway Company has not
been formally released, but I have checked with the President of that Company

. Mr. W. A. Mather and he has been kind enough to say to me that I might use

~ the figures which I am quoting although they have not been officially
- released.

The revenue decrease in the Canadian Pacific Railway was $47:9 million
or 10-2 per cent as compared with 8 per cent in the Canadian National
Railways. The class 1 railways of the United States had a revenue decrease
of 12 per cent as compared with the figure I have given you. Thus, although
we show a very startling revenue decline our percentage decline was less
than that of our main competitor or the class 1 railways in the United States.

In regard to expenses, however, the picture is different. We cut out
expenses in the Canadian National by 4-9 per cent or a total of $32-6 million.
The Canadian Pacific was successful in cutting its expenses by $44-5 million
or 10-6 per cent while the class 1 railways in the United States cut expenses
by $751-1 million or 9-2 per cent. You will observe, therefore, that we did
not on the Canadian National Railways cut our over-all expenses nearly as
much as either the Canadian Pacific Railway or the class 1 railways in the
United States. Would you like me to tell you why?

Mr. HANNA: Yes.

Mr. GorpoN: There are three main reasons. In the first place we had
planned a rail program for the year 1954 which plan involved laying 869 miles
of new rail and 268 miles of partly worn rail. When the decline in traffic
became apparent in November of 1953 we gave very earnest consideration
to the advisability of reducing the program but having in mind that our
new rail laid program over the past ten years or more had been substantially
less than that of our competitor in relation to mileage maintained, we were
not in a position where we felt it would be prudent management to cut our
program. So we took, in fact, a calculated risk. We decided that notwith-
standing the decline in traffic we would hope that we would get an upturn in
1954 traffic and that of subsequent years which would justify in the long
term the program which we had planned. Although we did not get an in-
crease in traffic in 1954 nevertheless it was prudent management to go
ahead with the heavy 1954 rail-laying program. We had not, as I said, laid
anything like the proportionate amount of rail of our chief competitor or of
the class 1 railroads in premium years. Moreover, apart from our inferior
position in respect of mileage laid, we had a situation during the war years
we pursued a deliberate policy of laying lighter weight rail than was justified
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by engineering judgment. This was done in cooperation with the government
to conserve steel and the result is we are paying for it today in that the
light weight rail was very badly punished by head war traffic. So our
judgment was that we had to take advantage of the fact that for the first time
in many years we were able to get new rails and that we should go ahead
with that rail-laying program.

The fact therefore is that we laid on the Canadian National Railways a
total of 869 miles of new rail last year, 268 miles partly worn. The Canadian
Pacific Railway, on the other hand, cut their program by 58 per cent over
the previous year. Had we cut our program as much as they did cut, in
other words if we had followed the same managerial policy, we might have
reduced our operating expense by not less than $15 million,—perhaps more,
but I am giving a conservative estimate.

The second factor is that we did not—and I want to emphasize this very,
very carefully—we did not embark upon lay-offs in our shops until quite late
ih the season. Again we took a calculated risk in that rather than reduce our
equipment maintenance costs which would involve reducing the number of
people in our shops, we hoped and expected that our traffic figures would
improve.

You might criticize that as poor judgment. I am open to that criticism.
The fact remains, though, that from a long-term point of view it was still
good business because we have not lost that money; we have invested it in
improving our equipment; in other words, the equipment would have accu-
mulated deferred maintenance which we would have had to make up in other
years and we decided as a matter of judgment it was better business for us
to continue with the work.

It may be of interest to you to know that our average employment level
in the Canadian National Railways last year was reduced by 7871. The
Canadian Pacific which, I remind you, is only 60 per cent our size, had an
average reduction of 8139. That is to say, on the Canadian National Railways
our average reduction was 6 per cent of the employees while the average
reduction for our chief competitor was 8-5 per cent. We could have reduced
employment more sharply by accumulating the deferred maintenance that
I have mentioned, and in fact if we had reduced employment in the same
degree as the Canadian Pacific Railway we would have cut our staff by a
total of 12,000 to 13,000. If we had reduced our shops, say, in March instead
of in September we could have reduced our expenses by between $5 million
and $10 million. Incidentally I have explained this to our labour unions and
needless to say they agree with our policy because they see that we bent over
backwards to cushion the shock of unemployment which arose by reason of
traffic considerations, and they know that we held on as long as we felt it was
prudent to do so.

- There is a third factor and that is that if the Canadian National had
employed ‘“user” depreciation, which the Canadian Pacific uses,—and which
means that as traffic declines depreciation declines, and as it goes up deprecia-
tion increases, our figures would have shown reduction in the depreciation
charge for 1954 of between $3 million and $5 million. So if you summarize
those figures you will find that $20 million to $25 million can be attributed to
these three factors.

Mr. MAcDONNELL: Isn’t there one other factor, Mr. Gordon? What about
the item for pensions?

Mr. Gorbon: The item for pensions is a factor I might well have mentioned.
We have quite a heavy pension expense. If you will turn to page 7, of the
statistical statements you will see that our pension costs charged to operating
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expenses under the heading of “General” were $25,560,000, which shows an

1t increase of $4-6 million over the previous year. It is not necessarily a recurring
:f| item in that it is an adjustment that had to be made in respect of our part 2
. plan fund and it applies in respect of employees retiring during the year.
I would hope that figure would be improved next year.

Mr. Haun: Do you call that user depreciation?
Mr. GorpoN: Yes. It is a technical term and it is based generally—I am

28 using layman’s language which will not be technically correct and Mr.
ifi Armstrong will probably have blood pressure at my description—but as

ordinary people understand it, it is based on this: you have the mileage run
during the year the depreciation changes between years depending on the use as
measured by miles run. If the use of the railway goes down there is a lower

' charge to expenses; if use increases the charge goes up.

Now, this charge averages out to the same charge as that produced by

~ the method we use, but it produces a figure that responds to charges in traffic

level and this figure is not directly comparable with the one shown in our
accounts.

Mr. HaeN: Then why don’t we get the user system?
Mr. Goroon: That is a very pertinent question. As a matter of fact, the

- whole question of uniformity of accounting methods between the railways has

been under examination by the Board of Transport Commissioners for many
years and we expect that this year they will bring in their findings and that
generally speaking the accounts will be on a uniform basis from now on.

Mr. Armstrong reminds me that when last checking with the Board he
learned that they expect to make the uniform system effective from January 1,
1956, and from that time, generally speaking, the accounts of the two major
railways will be on the same basis. There is a long technical argument that
could be made in regard to the advantages of both depreciation systems. Each
one of them has, in my opinion, some factors that are favourable and some that
are disadvantageous, and we have been trying to work out a basis which will
not require a very, severe adjustment in accounting. It is our hope that the
Board will establish a system that will be fair to each company.

Mr. HAHN: Do the majority of lines now use the user depreciation method?

Mr. Gorpon: No, I think most of the American railways use the straight
line method, as we do, and that the Canadian Pacific Railway is more or less
an exception to the general rule

Mr. Haun: You have not the figures to indicate how the other rail lines
would compare with this depreciation we use as compared to the American
lines who use a similar form of depreciation?

Mr. Goroon: I have no figures. I can get them, although it would take
a little examination, but generally speaking we use the same method in
depreciating our equipment as the United States lines do but we use retirement
accounting for roadway property. Retirement accounting means we do not
charge to our operating expenses any current depreciation on the road property,
but when we retire any assets we charge the whole book value of the assets to
expense. It has the effect of sometimes producing anomalies in specific years,

but on the average in a property the size of the Canadian National it comes
out to about the same thing. 4

Mr. Haan: I am quite satisfied as to the long-term average, but we have
by your own remarks a comparison of what might have been shown as possibly
a profit or towards a profit in depreciation of $3 million to $5 million had we
done what the Canadian Pacific Railway did under the same circumstances.

Mr. Goapou: That is correct. I do not say that the Canadian Pacific Railway
are necessarily correct. I am merely referring to their methods.
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Mr. Hann: I realize that, but I was wondering how would our depreciation
compare then with, let us say, the Great Northern Railway or some line which
is on a comparative basis on a percentage basis. Would it be similar or would
it materially affect our profit or loss if we were to use the same system
throughout?

Mr. Goroon: I think I am going to inflict Mr. Armstrong on you. He will
tell you if you will permit him that the United States roads usually employ the
same method we do in depreciating equipment so that these results would be
exactly the same, but they do not employ the same method as the CNR on road
property and I cannot tell you at the moment whether if we had used—I take
it you are trying to get at the effect on our accounts last year if we had used
the U.S. method in this case?

Mr. Haan: If we used the same as the American railroads and therefore
we could, for convenience purposes compare it with the United States roads.
You are comparing it with the Canadian Pacific Railway and saying we could
have shown $3 million or $5 million, but actually it is not something we can
do because we are working under a different system.

Mr. R. D. ARMSTRONG (Comptroller, Canadian National Railways): I think
that is the essence of it. We apply depreciation to equipment on the basis used
by all the American railways which are under the jurisdiction of the Interstate
Commerce Commission. The Canadian Pacific Railway, as you will under-
stand, is not under the jurisdiction of the Interstate Commerce Commission.
We apply the average equipment depreciation rates used by those railways
and therefore I would say the depreciation charged computed on our basis
and on the American basis would be identical, but as you have pointed out
the application of user depreciation, which is the method followed by the
Canadian Pacific Railway, would have produced a somewhat different result.
Of course, Mr. Gordon was speaking in terms of a general comparison between
the Canadian Pacific and the Canadian National, But in the case of the road
account the results would be a little different. The American railways and
the Canadian National Railways do not apply the same depreciation method
to road property. We apply retirement accounting and over a long period the
differences balance out but our method might produce anomalies within a
given year.

Mr. HAHN: In other words, while this year we showed an addltlonal loss
in other years we might have shown an additional profit?

Mr. GorpoN: You can assume then that in the period of declining traffic
the Canadian Pacific will tend to charge less depreciation to expenses than
we will. In a period of increasing traffic they will charge more than we will.
That is the fact of it. So that when we are on an ascending scale our present
methods will reduce our relative charge, but the differences will be resolved
when the Board of Transport Commissioners bring in the uniform accounting
method which, as Mr. Armstrong advises me, is to become effective on January
1, 1956.

Mr. HAHN: What I am getting at is that in the past we showed an increased
profit because our user depreciation would have been greater because we
would use more. Then, actually that profit should not have shown so large
if we had used user depreciation?

Mr. GorpoN: That is correct, but it would average out over the years.

Mr. HAHN: So some of the past years that have shown surplus profit were
actually as compared with Canadian Papiﬁc a long profit?

Mr. GorpoN: Yes, it is just a matter of method and we would get the
advantage of it when traffic is increasing and we get a disadvantage when
traffic goes down.
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e Mr. MACDONNELL (Greenwood): As I understand the practical application
“!' is that in this year the Canadian National has punished itself somewhat between
“'" jt and the Canadian Pacific by the method it uses, which has increased the
“%  disparity?
i Mr. GorpoN: That would be correct, yes, sir.
‘ Mr. MurpHY (Westmorland): How does this straight line depreciation
which the Canadian National uses compare with other companies using straight
line depreciation?
Mr. ARMSTRONG: You are speaking of depreciation on the roadway apart

from the effect of traffic charges? .
! Mr. MurpHY (Westmorland): No, I mean I take from what Mr. Gordon

If says there is the user system of depreciation and then there is the system qsed
f 13 by the Canadian National Railways which I understood him to call the straight

i line depreciation method. How does the straight line depreciation method of
© the Canadian National Railways compare with the straight line depreciation
‘It on other railway systems?
. Mr. ArMSTRONG: So far as equipment is concerned it is on an identical
~ basis. In the case of roadway property the American railways apply straight
. line depreciation; we apply retirement accounting. That is the difference
which Mr. Gordon has indicated we expect will be resolved when the Board
- of Transport Commissioners gives their accounting directive to be effective
January 1, 1956. In fact, the draft we have examined so indicates.

i Mr. MurPHY (Westmorland): Then actually there are no other railroads
| that we can compare exactly on the straight line depreciation with?

Mr. ARMSTRONG: That is correct.
Mr. MurpHY (Westmorland): We have no one to compare it with?
§ Mr. ArmsTRONG: No.

Mr. HaAMmiLToN (Notre Dame de Grace): Mr. Chairman, regarding the first
of the items which Mr. Gordon advances as being implicated in the status,
that is, the rail-laying program, as I remember last year when he appeared
before. this committee he indicated that in 1953 it had not been possible to
complete the rail-laying program the company would have liked to do because
of the shortage of rails, and he has just indicated that this year they went
ahead on full steam perhaps more so than would have been necessary had
. they done more in the past. I turned to page 6 of the statistics under operating
- expenses and I am curious about an item there. There are several items
which might relate to this, but particularly track-laying and surfacing, which
actually shows a decrease over 1953 of about $2 million. I am wondering how
with relation to the statement that we had substantial increases in our track-
laying program this year. I know of course that we have apparently bought
more rails and we have apparently bought more other track material.

Mr. GorpoN: That account that you refer to does not cover the whole cost
of the whole program. That merely covers the track-laying and surfacing
excluding material. If you run your eye up the page you will see the item
for rails itself has increased by more than $4 million. You will have to extract
a number of these accounts and put them together.

L Mr. HaMILTON (Notre Dame de Grace): Let me ask you this, Mr. Chairman.
- Taking the item on rails, for example, is that actual purchases of rails?

Mr. Goroon: No, this account covers the material cost of the steel rails
installed. ’

Mr. HamiLtoN (Notre Dame de Grace): And the same thing would be,
I presume, under other track materials.

Mr. Goroon: The cost of the actual physical material.
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Mr. HaMiLTON (Notre Dame de Grace): So that the actual labour cost
involved in this material is reflected down below in track laying and surfacing,
is that correct?

Mr, Gorpon: That is right, yes.

Mr. HAMILTON (Notre Dame de Grace): Now, we come to what is bothering
me. We have apparently bought more rails, we have apparently bought more
other track materials and yet we have not spent as much on labour. We have
not had as much labour in the business of using this material because we have
got a $2 million reduction in the labour cost of using this material and I ask
how that is correlated with Mr. Gordon’s remark that our track-laying program
this year has been substantially greater?

Mr. GorboN: To get the answer to your question would need a study of
the accounts which are broken down under quite a number of different headings
and I will look at that over the luncheon period if you like and I will give you
something better. But perhaps Mr. Armstrong could deal with it now?

Mr. ARMSTRONG: Mr. Hamilton, the account called track laying and sur-
facing is primarily associated with the application of these materials to the
track structure but it also contains a considerable element which is not involved
in applying new material. It has a strict mdintenance element in itself—
cleaning ballast, bank widening, welding rail ends and things of that sort,
where there is no material used. The portion of track laying and surfacing
which applies to the application of track materials has increased—but the
part which is not associated with materials has decreased.

Mr. HaMmiLTON (Notre Dame de Grace): Well, I can understand that in
principle. I think you would agree with me that it would be interesting to
the committee to see a little further analysis of this track-laying and surfacing
account because on the surface there does seem to be a discrepancy.

Mr. GorpoN: You might have a point there and I would like to look at
this more closely,—but we are also able to lay more rails with more machines
and less labour than we have done in the past.

Mr. HAMILTON. (Notre Dame de Grace): Well, if that is the case this
statement that we might have made a possible saving of $15 million by
parallelling the Canadian Pacific Railway program in this respect might have
perhaps been examined again at least in view of the possible saving.

Mr. GorooN: Yes. I am reminded here that the labour cost of rail laying
is only about 6 to 8 per cent of the total cost of a rail program. I will take
another look at your question.

Mr. Haminton (Notre Dame de Grace): The other question which is
perhaps slightly more general, your estimated savings related, as I remember
it, primarily to the Canadian Pacific Railway?

Mr. Gorpoon: Yes.

- Mr. HamiLToN (Notre Dame de Grace): Is it possible to make any com-
parison between the class 1 railroads in the United States generally and our
position here in Canada; in other words, we must remember that their expenses
proportionately decreased almost as much as the Canadian Pacific Railway?
Now, did class 1 railroads in the United States on the average cut their rail-
laying program by 50 per cent?

Mr. GorooN: We do not know that. All we know is that they did cut
their maintenance of equipment and maintenance of way expenses very much
more than we did. I have not got the detailed figures. But I can give you
this; the class 1 railroads reduced maintenance of way and structure expenses
by 14:6 per cent and they reduced maintenance of equipment expenses by
12-7 per cent, or an over-all reduction of 13:6 per cent in maintenance costs
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compared with only 4-3 per cent in the Canadian National. The inference is
clear that they must have got that 14-6 per cent saving largely through a
curtailment of their rail-laying program because that is the biggest part of all
the maintenance of way program.

Mr. KnigHT: Would it be proper to assume that their rails were in better
shape?

Mr. GorpoN: Oh, yes. At the end of 1953, I would say without hesitation
that on the average the condition of the track structure on class 1 railways in
the United States was a good deal better than ours. Now, I do not want too
much to be taken out of that. I am not suggesting that the Canadian National
Railways is a sub-standard railway—far from it—but I do say there are great

' stretches of our track which ought to be much better and one of the reasons I

gave you was that we did take a penalty during the war by putting in light
weight rail. Then the course of wisdom was that because the rail was in there,
it should be allowed to run out its life, but this has meant that we have had
to undertake a heavy replacement program.

Mr. KnigHT: Would it be fair to say then that this service shows 1953
provided the rail program had gone along and which if it had there would not
have been that service shown; in other words, if we are paying in part this
year for the fact that we did not carry on with the rail program last year—
I am not saying we should have because I realize that perhaps rail was not
available, but would that be fair?

Mr. GorpoNn: I think so. As a generalization what we are paying for now
is wartime and post-war requirements rather than the current requirements.
This type of maintenance is sometimes deferred for some time. It is almost
impossible to say at a given point whether maintenance is current or deferred
maintenance. The point is that it has been the policy of the railway that we
will not go into what is known as punitive maintenance. By punitive maintenance
I mean a decision not to do certain things on the railway which imposes an
additional cost when we get around to doing them. There are some kinds of
maintenance we can defer and leave standing and can do later on and it won’t
cost us any more when we get around to doing it. We can leave a bad order
car standing on the track and it won’t get any worse before we get around to
repairing it. But if you have a building that badly needs paint and you let
it go for four years then you are getting into punitive maintenance and it will
cost you more to paint it when you come to do it. My argument is that despite
the serious impact on our costs we will not go into punitive deferred maintenance
even though we may thereby run into the unhappy situation of incurring a
deficit.

Mr. WeAVER: Mr. Gordon, were your last year’s estimates of revenue fairly
accurate with the exception of farm products?

Mr. GorpoN: No, and I am open to criticism in that respect. You will
recall from our last year’s budget that our estimate of revenue was $688 million.
At the time I took great pains to point out that it was very much guess work
and that I was taking very much an optimistic view. The revenue for 1954
turned out to be $640 million by reason of a very disappointing fall in traffic
which proved to be much worse than we had predicted at the end of 1953.

Mr. WEAVER: Mr. Gordon, I said with the exception of farm products.

Mr. GorboN: If you turn to page 14 of your statistical summary you will
see where the decrease has taken place. Grain and grain products represented
the big reduction. About 40 per cent of our freight revenue decline was trace-
able to grain and grain products.

Mr. WeavVER: That is what I was coming to. On page 14 it shows that one
of the reasons for the decrease in tonnage was farm products.



46 " SESSIONAL COMMITTEE

Mr. GorooN: Well, I don’t quite follow you there because there were other
products on which there were substantial reductions.

Mr. WEAVER: In total tonnage.

Mr. GorboN: In total tonnage, yes. The most serious decline came in
grain and grain products, but you have to keep in mind that there is not only
the actual drop in the tonnage of the grain but what I call the fertilizing effect
of that decrease in grain traffic in the west because when the farmer is not
getting a good price for grain or sees a poor year ahead of him he tends to
restrict his purchases of such products as radios, washing machines, and
television. I have always been of the opinion that a poor year for the western
farmers is a poor year for Canada.

Mr. WeEAVER: What I was going to say was that there have been many
public references made to the fact that the problem of the railways is the

result of low freight rates on grain. If the western grain rates are unreasonably §

low would one not expect to see a better picture where you have at least a
large drop in this poor paying traffic?

Mr. GorooN: That is quite right and that is one of the conclusions that a
superficial examination always leads to. I know I am getting on delicate ground
but let me talk frankly. It is perfectly true that a subnormal rate for grain,
a rate which does not pay the cost of operation, is a bad thing for the railway.
But on the other hand the railways are there already and they have a staff
and equipment available to handle the western crop. Now, if the crop fails
we do not get back our overhead. So that despite the fact that we have a low
rate on grain, if we get volume it pays part of our overhead, but if we do not
get volume we do not recover any part of our overhead. That is why the
railways will show better figures when they have heavy volume. Yet that does
not dispose of the question of whether the freight rate as such is adequate to
take care of our cost of operations. It is the same situation as the case of a
big manufacturing plant. You have it set and ready for business, you have’
the overhead cost in the matter of machines and fixed expenses, and if that
manufacturing plant is working at 15 per cent of capacity it will show a very
substantial loss and if it is working at 90 per cent of capacity it will show a

~very substantial profit.

Mr. HAHN: The fact that you say if you had a greater volume of grain you
would bring your books nearer to balance would indicate to me then that
your regular expenses are continuing high and you are not bringing them
down to the point where they should take care of that?

Mr. GorpoN: There are some expenses we cannot adjust to traffic. The
railway is built and there is no sense in saying we should tear up the tracks.

Mr. HAHN: Then the labour costs and so on would be the essence, the very
fact you have your movement up would be part of it?

Mr. GorpoN: Yes, even though traffic falls in western Canada we still have
to maintain our stations, our dispatchers, signal devices and signalling men, etc.,
whether we are running 20 trains or 120 trains. By and large we have to have
the same forces to ensure safety of operation and to control the operation of
trains. We can cut the actual cost of running the trains but we cannot reduce
other expenses of a more or less fixed type.

Mr. Haun: Yes, I can follow that.

Mr. GorboN: There are some expenses which we cannot reduce in response
to traffic changes, and by the same token if the traffic goes up some of our
costs do not increase until a certain point is reached. That is why high volume
is the salvation of the railway business.

Mr. HauN: Then what it amounts to is that labour is possibly a very minor
part of those losses?
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Mr. Gorpon: Oh, no, because if you look at our over-all costs 59-63
per cent of our expense dollar is paid for labour. It was 61-06 per cent in 1953.

Mr. Haun: Then through your employment policy what you are actually
doing is subsidizing the employment picture in Canada through our rail lines.
Is that what you would say?

Mr. Gorpon: To the extent that we were carrying a surplus number of
employees who are not earning their keep that would be true, but we try to
avoid that and we do cut our employment in relation to traffic wherever that
is practicable. It is also true that we are an operating, functioning railway
and there are some expenses we cannot cut even when traffic does drop.

Mr. HannA: Would you go so far as to say then that 58 per cent of the

§: 39 per cent that you would have, let us say, in the cost of decline in wheat—
i1 you stated there was an over-all 40 per cent less in grain shipments and you
© have 38 per cent as the cost of all your labour to your line—would you say that

it would be 58 per cent?

Mr. GorpoN: The cost of labour I am talking about now is over-all cost of
the system. It would take a nice calculation to try to identify all that specific
traffic.

{ Mr. Haun: The other question I had to put also was a labour question in
respect to this track-laying and surfacing. Do you let contracts to lay track

* or do you do this type of thing yourself?

' Mr. GorpoN: Generally speaking our track-laying is by our own forces
but we have had contracts and we are prepared to invite tenders in specific
cases to reduce costs, but by and large over the years our own forces do the

. rail laying.

Mr. Haun: Those contracts which you have let, are they usually at a
cheaper rate than what you yourselves have been able to lay it at?

Mr. Goroon: That would be the only reason that we would let contracts.

Mr. Haan: Would it be possible to get an example of one of those contracts
and compare them?

Mr. Goroon: As a matter of fact the examination that we have made
indicates that the cost of outside contracts would exceed what the work would
cost with our own forces, so that apart from the specialized type of contract
we have with R.F. Welch and Company we have no contracts outstanding for
this type of work and the current R.F. Welch contract is in fact due for comple-
tion by the end of May this year.

The CHAIRMAN: I was going to say shall item 614 carry? I think we have
had a full discussion about the matter and we would like to get it carried
before the noon hour.

Mr. HannA: Shall we carry on from this point later?

The CHAIRMAN: I thought if we carried 614 we could go on with the report.
Mr. HanNa: I have one more question that is very brief.

The CrarmaN: All right.

Mr. HanNa: How do the wages compare in the contract companies with
what we ourselves pay?

The CHAIRMAN: Shall item 614 carry?

: Mr. Haminton (Notre Dame de Grace): There is one brief question
duectgd at that. Mr. Gordon indicated on item 2 on a comparison between the
Canadian Pacific and Canadian National that it probably represented an
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additional $10 million that the Canadian National could have saved by following
the Canadian Pacific principle. Are there any statistics? Surely the Interstate
Commerce Commission in the states must publish comparable figures of class 1
railroad lay-offs down there. How do those compare on an equivalent basis
to our practice in Canada in 1954?

Mr. Goroon: They are not generally available from the I.C.C. yet. It takes
a lot more time to get things from the United States than we can get them in
Canada.

Mr. HAmiLToN (Notre Dame de Grace): That is what I am afraid of in
connection with something else.

Mr. GorpoN: In the United States they seem to have a very keen apprecia-
tion that it takes time to get statistics.

Mr. HaaN: Mr. Chairman, I didn’t get an answer to my question but I
might say in respect to it I had a purpose in mind.

Mr. GorpoN: I thought that, yes.

Mr. HAuN: I don’t think these contracting firms are paying labour a
fair wage and I want to find out exactly what their wage is as compared to
what we are paying.

The CHAIRMAN: You will have an opportunity to do that on labour rela-
tions. There is an item dealing with labour relations and you can do that
then. I wanted to carry this item.

Mr. Kn1GHT: Mr. Chairman, are you going to let me ask one very small
question?

The CHAIRMAN: Yes.

Mr. KniGHT: In regard to track laying how do you buy your ties?
My interest is, I would like to see the purchase of ties distributed in such a
way that it would benefit small people who were able to dig out a few
thousand feet or whatever the term is. There has been, I think, some com-
plaints from local small people that they are not getting any of this tie
business and that this year they find themselves without work which they
used to have.

Mr. GorpoN: Yes. The matter of buying ties has been a matter of dis-
cussion for the last thirty-odd years, I found, in going back, but I can tell
you what the present situation is. We have over many years called for
tenders on the basis that any local supplier might tender. We find in practice
that when things are good they don’t tender because they can use the labour
to better advantage or they can sell their product to better advantage. In
poor times they come charging in and everybody wants to get a piece of the
business. Generally speaking, however, we allow anybody to submit a
tender to us. If he is able to satisfy us that he has a product that is satis-
factory and if he can make the delivery on a basis that we can trust then
he will get a share of the business, but naturally in the course of doing
that we tend to favour those who have a record of performance. I mean by
that those who will supply satisfactory ties to us in good years and bad.
There is only so much business to divide up after all and they cannot all
get it. The deciding factors would be price and delivery.

Mr. KnigaT: Would one deciding factor be volume?

Mr. GorpoN: In part, but not necessarily so. We don’'t want to deal
with the very small operators who cannot handle the business in a satis-
factory way but certainly we will do business with any local people who
can demonstrate satisfactory performance.
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This seems to be the U.S. employment figure although I do not want to
" be held to it because I am still suspicious that it may not be official. Mr.

~ Armstrong informs me that the reduction in employment on class 1 rail-
- ways in 1954 versus 1953 is 138,500 people, which is somewhat over 10 per

cent. Does that answer your question?

Mr. HAMILTON (Notre Dame de Grace): And that is on a comparable
basis with your reduction of 6 per cent and the Canadian Pacific’s reduction
of 8 per cent?

Mr. GorpoN: That is on the same basis. We use the same formula and

‘ the same type of statistics go into the count.

Mr. FoLLwELL: Mr. Gordon, you indicated that some $15 million, more
‘than half of the total deficit, was accounted for by the track-laying program.

- I was wondering what track-laying program you have for 1955.

Mr. Gorpon: I will be dealing with that in the budget, but as compared

with 1954 our track mileage will be 437 miles as compared with 869, that
~is, on new rail.

The CHAIRMAN: Shall item 614 carry?
Carried.

Then, at 3.30 we will commence the headings of the report.

AFTERNOON SESSION

The CHAIRMAN: Gentlemen, we have a quorum. We agreed this morning

. that we would commence with the headings. So the first heading that I will

call deals with “Freight” on page 5. Are there any questions on the heading
“Freight” on page 5? Carried?

Carried.

And then the next heading deals with freight rates. Are there any
questions on the heading “Freight rates”?

Mr. MurpHY (Westmorland): In these freight rates we have trailer-on-
flat-car service. Is that effective right across Canada?

Mr. Gorbon: It is not effective across Canada. It is still on a more or less
experimental basis and as the report tells us, it was put in force between Toronto
and Montreal first and it has now been extended to Hamilton. We have one
or two other runs under examination, but at the moment we have not got
anything as ambitious in mind as extending the service across Canada.

Mr. MurpHY (Westmorland): Is this what is generally referred to by the
press repeatedly as the “piggy-back” service?

Mr. Gorbon: Yes.

Mr. MURPHY (Westmorland) It is not bemg used at the present time in
British Columbia, is it?

Mr. Goroon: No, it is not, and there is this difference too. The “piggy-
back” service which is often so referred to in the United States is a service for
truckers to carry their trucks on flat cars. We have not developed that service
in Canada so far. We have not thought it advisable and our trailer-on-flat-car
service refers to our own trailers in which we, for instance, gather up traffic
in Montreal, put it on the trailer and haul it back and put it on the flat car.

Mr. MurpHY (Westmorland): Have you been approached by the truckers
for that purpose?

56822—4
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Mr. GorpoN: There have been some discussions but we have not been sold
on their representations.

Mr. MACDONNELL (Greenwood): Mr. Chairman, I am not quite sure at
which item we are.

The CHAIRMAN: Sorry, we are dealing with the item on page 6, Mr. Mac-
donnell, freight rates.
Mr. MACDONNELL (Greenwood): Would it be relevant to ask Mr. Gordon
concerning the reduction in freight tonnage, to what extent that represents a
general reduction in tonnage operation and to what extent it represents a
lessened share of goods going by rail?
Mr. GorpoN: That, Mr. Macdonnell, is the $64 question. We wish we knew.
It is almost impossible to analyse the transportation companies of the country
on a basis to ascertain definitely whether or not the railways are continuing
to get their share of what might be called the transportation pie. We believe
we are losing somewhat but our analysis is not sufficiently accurate for us to
be positive in the matter, but it is quite evident that the degree of competition
we have experienced from truckers and others in cutting into our high-rated
traffic so that on balance we would think we are loosing some ground in
regard to maintaining our share of the transportation pie.
Mr. MACDONNELL (Greenwood): For example, at the end of paragraph 10,
speaking of the results on the trailer-on-flat-car service are you able to draw
any conclusions from your results in that service?

Mr. GorpboN: It is a little early to be positive about it but I can say the
results so far have been quite encouraging. You will remember the reason
for instituting the service was this, that we became aware by actual analytical
examination that the amount of traffic originating between Montreal and
Toronto and vice versa had left the rails and gone to the trucks to such a
degree that the actual amount left for the railways was a very small percentage.
Therefore, we felt that if we could use our inherent advantage which is the
carrying of large volumes and reduce our rates to the point where they were
definitely competitive with the trucking rates then we could attract back to
the rails some of the traffic which had been lost.

Now, in doing so we took a calculated risk because we have reduced the
rates affecting that traffic which stayed on the rails as well as trying to get
traffic back on the rails so the nice calculation is to discover whether the
result of the experiment will bring enough traffic back to the rails to justify
the lower rate. As I say, the results do appear to have been encouraging.
It is-too early, however, to be positive about it because the first result has
been that the truckers have also reduced their rates to approximately the point
where we have put ourselves and it is going to be a question of how long
they can stay in business at the rates which they are quoting and which we
believe are either below their costs at a point where there is very little profit
in it. The inherent advantage of the railway is that in large volume we can
beat the truckers’ costs.

Mr. MAcCDONNELL (Greenwood):Is this the proper place to ask about
agreed charges or is that sub judice?

Mr. Goroon: It is just as well here as anywhere. It is mentioned in
paragraph 11, you will observe. .

Mr. MacpoNNELL (Greenwood): Yes, I see that and I have here the
royal commission report and the question I suppose is can we be given an
idea of the effect and possible magnitude of that?

Mr. Gorpoon: Well, of course, that remains to be seen. The report as
made by the royal commission at the moment is still a report and I am
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Lbopmg the government will see fit to implement the report with the assistance
i of yourself and others in the House. If they do that we will be able to go after

.4 business, but as to what the magnitude of that business will be I cannot say.

Mr. MACDONNELL (Greenwood): Have you not been, although with some
! limitations, putting in agreed charges? '

1 Mr. Goroon: Yes, we have over the last two or three years been suc-

. ecessful in getting quite an extensive volume of business under the agreed

icharge which has been supported by the Board of Transport Commissioners

# mnotwithstanding the fact that it has been challenged. Now with the report

" of the royal commission the practice of the agreed charge has been endorsed
i as being a sound rate-making practice and something which can be granted

I without anything like as much of the red tape that presently surrounds it.

Mr. Furton: In this connection what do your own analyses show as to

] if;{the cause of the decline in revenue, Mr. Gordon? Whether it is a general
.} decline in the volume of business or due to a smaller percentage of the
.t1 volume of business being handled by yourselves can you tell us approxi-

I mately what the relationship is between the two?

1] Mr. GorpbonN: Mr. Macdonnell asked identically the same question a

moment ago, but I would be glad to repeat the answer if you would like
- me to.

£ Mr. Furton: No, never mind.

Mr. BeLL: With respect to the maritimes, Mr. Gordon, and the agreed
B charge, would you care to assess the possible effects? I realize this is perhaps
premature now, but there have been two conflicting statements I have seen

* in the papers. One gentleman who is an authority on the freight rate struc-

ture says there will be no changes and another gentleman says it will be

- quite harmful for imports into the maritimes of automobiles and canned
© goods. Can you make a general statement on the future?

Mr. Goroon: Well, an agreed charge, you may remember, is something

+ that can be made to appear very complicated but it is really a very simple
. arrangement. It consists of this: we say to individual shippers who may
- be in the same kind of business that if they will agree to ship by rail a

percentage of their output, which may vary depending on the type of

. commodity involved,—we will give them a lower rate than the rate stipulated

in the tariff for individual shipments. That is the essence of the agreed
charge. The application of it will, of course, vary depending on the type
of goods that are carried.

We have a very interesting contract which we were negotiating recently
in connection with carrying automobiles to western Canada. That was
specifically designed among other things to meet the competition which we
found had arisen through individuals driving cars to western Canada at a
lower price than the freight rate. There were other things involved as well—
transport by truck and so on. So we said to the automobile manufacturers:
“If you agree to ship X per cent by rail we will make this freight rate.”
They did not all agree but it is significant that quite shortly after the impact
of the arrangement had been observed on their competitors those automobile
manufacturers who stayed away from the original contract have now come
into the agreement.

Now, without specific application to the maritime provinces—my reply
can only be a very general one—it depends on what kind of traffic would be
susceptible to that kind of an arrangement. As soon as we get this agreed
charge as legislation and we get away from the red tape that surrounds it now

we will be in a far better competitive position to go after all kinds of traffic.
As it is now it is surrounded with all sorts of restrictions which makes it very
56822—43
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difficult for us to work on a competitive basis and particularly difficult to arrive
at an agreement quickly. Sometimeés the essence of meeting competition is to
act quickly and right now we cannot do this.

Mr. BELL: Are there many maritime firms now or in contemplation coming
under the agreed charge?

Mr. GorooN: Well, the breakdown that I have here is that we have twenty-
three agreements in effect in eastern Canada, fourteen in western Canada,
twelve east to west, three west to east and two lakehead and points east and
west thereof in the province of Ontario, a total of fifty-four agreed charges and
231 shippers covered under those agreed charges, but that is the situation as it
is now. I would hope, as I said before, that we can go on from that.

Mr. BELL: Do I understand you then to say that as far as automobiles going
into the maritimes are concerned there might be an increase in their cost? You
further suggest that truck transport might offer competition and therefore there
might be an inducement—

Mr. GorpoN: Sorry to interrupt you, but did you say the agreed charge
would have the effect of increasing transport to the maritimes?

Mr. BeELL: No, excuse me, automobiles imported to the maritimes, there
would be an increase in their cost.

Mr. Gorpon: Not under the agreed charge.

Mr. BeLL: Well, they have the general opinion down that way that the
effect of it will mean $26 up to $76 on the price of automobiles. Now, whether
it is a relative aspect or not I don’t know, but that is the feeling that is around.

Mr. Goroon: Well, I think you must be confusing two things. You are
talking about equalization, aren’t you? That is a different story altogether,
but the effect of the agreed charge in respect of any given standard of rates
would be to reduce those rates. If we made an agreement with a manufacturer
here in Ontario for the purpose of getting a given percentage of his product
and shipping it to the maritimes the only reason that such an agreed charge
would be worked out would be to reduce the cost of transportation.

Mr. BerLn: If there was an agreed charge within central Canada on
automobiles that would tend to reduce the cost of the automobile here, but
as far as the transport of the automobile to the maritimes is concerned it would
mean that we could possibly be paying $25 or more per car over the price
up here.

Mr. Gorpon: But not because of transportation.

Mr. BeLL: No, but because of the agreed charge in central Canada.

Mr. GorpoN: Oh, no, I cannot follow that at all. The agreed charge, I
say, has the effect of reducing the cost of transportation wherever it may be
and since it is an element in the cost of the car—

Mr. BELL: Then we would be suffering under the agreed charge as such
unless we took advantage. of it ourselves. You have very few maritime firms
in agreed charges now. There may be in the future.

Mr. GorboN: Remember it is not the maritime provinces' firms that the
agreed charge was written with. The agreed charge was written with the
automobile manufacturers and it covers an element in their cost in the form
of transportation. If from, let us say, Windsor, Ontario, the freight rate is
cheaper by reason of the agreed charge, then the laid down cost of the
automobile in the maritime provinces must of necessity be less than it otherwise
would be. I am talking of the transportation charges only. What the automobile

manufacturer may decide to do as a matter of price policy is something I cannot
answer.

Iz
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Mr. BeLL: Could I ask one further question? I am straightened out a

little further on this but regarding the shipper in the maritimes, what is his

competitive position into central Canada going to be under the agreed
charges?

Mr. GorboN: Well, the same thing applies. If he is a shipper who is in~
a position to make an agreed charge with the railway then his cost of
transportation under that agreed charge would be less than it otherwise
would be. We cannot make agreed charges with every shipper. It is not
every shipper that is in a position to do it, but the types of shippers where
the agreed charge would be a suitable vehicle would get that kind of benefit.

Mr. BELL: I would think it would tend to increase truck transport in the
maritimes offhand because the incentive to take advantage of the agreed
charge evidently is not there.

Mr. Goroon: Well, all I can say on that is that if the effect is to increase
truck competition and give the truckers a better market for their service
than the railway then it is a strange thing that the truckers took such
violent objection to the agreed charge during the course of the royal com-
mission. The truckers do not seem to feel that way.

Mr. Hanna: I think Mr. Gordon is familiar with the viewpoint of the
province of Alberta on agreed charges. Generally speaking they object to
them because they claim they circumvent the 134 rule. Is there any truth
in the statement I have heard often.that for certain commodities it is cheaper
to ship them from Montreal to Vancouver and back to Edmonton than it is
to ship them to Edmonton direct?

Mr. Gorbon: Yes.

Mr. Han~va: That does not seem to be an economic proposition and I was
wondering if Mr. Gordon would tell us whether there is any way of getting
around it?

Mr. Gorpon: You are getting into a dissertation on the long and short
haul rule and you would need a book to explain all the ramifications of the
freight rates, but on this agreed charge proposition I would say this matter
has been exhaustively examined by the royal commission, the royal com-
mission report is now before the government and will presumably come
before the House and I am in a little state of uncertainty as to the propriety
here of my commenting on the judgment while it is in the state it is in.
What would you think, Mr. Minister?

Hon. Mr. Marrer: I think we would probably have an opportunity of
considering it later.

Mr. Hanna: When considering that might I ask the questlon would the
railway knowingly haul to Vancouver and back to Edmonton rather than to
Edmonton direct?

Mr. Gorpon: Yes, from the point of view of freight rates under certain
circumstances that would be the sensible thing to do.

Mr. Hanna: It does not seem that it should be done.

Mr. CarTeER: I have one or two questions.

Mr. MacpoNNELL (Greenwood): Isn’t that from the shlppers point of
view? .

Mr. Gorpon: I might qualify that perhaps a little. Theoretically what
I say is so in the sense that it would be the thing to do from a rate struc-
ture point of view. From a practical operating point of view we just don’t
do it.

Mr. Hannva: That is what I was trying to get at.
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Mr. CarTER: In the agreed charges that you have worked out or to be
worked out or to be put into effect do you have any minimum volume below
which you will not bother about agreed charges?

Mr. GorpoN: That depends upon the circumstances of each individual
case. We ask for a volume which on examination of the particular type of
shipment we think we need to make it economical for us to quote a rate.
It will range all the way from 55 per cent to 70 per cent and perhaps higher,
but we consider the problem in terms of volume. If we get a stated volume
we can then justify the rate we are quoting; in other words, the percentage
established has a direct bearing on the rate which we quote.

Mr. CARTER: And the commodity itself?

Mr. GorpoN: And the commodity itself. If the industry were to argue
that they would only be prepared to give us 55 per cent then our rate would
not be as favourable as if they were prepared to give us 65 per cent or 70
per cent.

\ Mr. CarTER: Have you given any consideration to the agreed charges
in the transportation of fish, frozen fish or iced fish?

Mr. Goroon: I don’t recall one of that type coming up yet. It is the sort
of thing which I would think would come up for examination once we know
?vhat we can do with the royal commission report but for an agreed charge it
1s necessary to deal with a bulk shipment. It is necessary for us to get shippers

who can act in concert. It does not lend itself to the individual small type of
operator.

Mr. CarRTER: You cannot give a percentage level but I was thinking in
terms of a bulk shipment.

Mr. HAHN: Mr. Gordon, the rate depends upon the volume of business that
the company or companies are going to ship by rail?
Mr. Gorbon: Yes.

Mr. HAHN: Then following up what Mr. Bell has been asking, the agreed
rates are beneficial to shippers in central Canada, manufacturers who have a
larg‘g volume of business and will have this agreed rate shipping goods into the
maritimes, but the small maritimes manufacturer because he has not got the
production that they have in central Canada would not be able to get the
same type of rate; in other words, it is favourable to the people who ship into
the maritimes but it would not be favourable to the people who ship out?

Mr. Gorbon: Not necessarily so. When I talk volume I am talking in terms
of carload lots. If we ship into the maritimes or if not we talk of carload lots in
terms of agreed charges. It does not have to be a great big volume; it is the
volume in relation to the shippers under contract. We can’t do so in less than
carload lots, but if a shipper has a business that runs into carload lots we can
talk to him about an agreed charge.

Mr. HaHN: Does the distance have a bearing on the rate that is set?

: Mr. Gorbon: Oh, naturally, yes. Distance has a bearing on any freight
rate.

M_r. HanN: Then for the purpose of agreed charges in any purpose of using
them in the maritime provinces which are small in area, they would not be as
bengﬁpxal as they are to the rest of Canada. To ship from one point in the
maritimes to another it would not be practical to look for an agreed charge?

Mr Gorbon: No, all these things are relative. Relatively I think the
maritimes have as much opportunity to benefit from this as the rest of Canada.

Mr. HanN: Well, they are excluded, are they not, by the Maritime Freight

Rates A!:t'? The points in the maritimes I think are included in the terms of
the Maritime Freight Rates Act of 1923.
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Mr. Goroon: All I can say is that that is a new one on me. I had not
heard it. I do not think it is true. I am not aware, and I think I am right in
stating this, I am not aware that the agreed charge is hampered in any way,
by the sort of thing you mention.

Mr. Hanna: It is possible to have agreed charges between two maritime
points as such?

Mr. Gorpon: As far as I know it is. The agreed charge has nothing to do
with the Maritime Freight Rates Act. It will, of course, depend on the type
of legislation that you are going to be so good as to help us with.

Mr. MurpHY (Westmorland): Several times you used the expression “in
a position to take advantage of the agreed charge.” Do you mean by that that
it is a carload lot or that it was required at regular intewals?

Mr. GorooN: I mean the size of the shippers’ business and the kind of
business. In some cases we can do better than others, but each rate has got
to stand investigation to see whether or not we can justify the rate. I can’t
see why every type of shipment would not be open to get the agreed charge
rate. It would have to be examined as to whether or not the railway could
show an economy by reason of getting a fixed percentage of a particular
shipper’s business.

Mr. Haun: It would have to be in percentage of the shipper’s business on a
carload lot basis?

Mr. Gorbon: That is the general theory of the thing.
Mr. CarTER: Mr. Gordon, speaking in terms of carload lots, in Newfoundland

we have a narrow gauge railway and we have small areas. Would you include *

a small carload lot in an agreed charge? I am thinking now of our industries
like our plywood industry, our pressed wood, which has a market up in
Montreal and central Canada and the United States. Would it be possible for
them to take advantage of an agreed charge?

Mr. Goroon: Well, I have to think about that one because you are setting
up a condition that needs some thinking about. In the first place you must
remember that the agreed charge is in essence a competitive rate. Now, I
don’t know whether the particular industry that you mention has a competitive
factor that would interest the railway in the matter of quoting a rate against

some other form of transportation. The agreed charge, remember, by its very
nature is a competitive rate.

Mr. CarTER: If we don’t have any highway we don’t have any competition.

Mr. Carrick: Mr. Gordon, in order to keep shippers competitive one with
another would your railway company give the same rates to two shippers
shipping from the same shipping point to the same destination with an equal
quantity of goods?

Mr. Goroon: Under the agreed charge?

Mr. Carrick: Yes, would you say that the agreed charge would not work
out so that that would fit into the same rate?

Mr. Gorpon: Generally speaking that is the idea. If we make an agreed
charge it is open to every shipper of the same type and under the same cir-
cumstances.

By the way, Mr. Carter, if the shipments you mentioned were coming into
a Canadian market we might have a competitive factor there that might apply.

Mr. FoLLweLL: I want to inquire if an agreed charge by the Canadian
National would be comparable with an agreed charge by the Canadian Pacific
Railway?

Mr. Goroon: Oh, yes, the proposed legislation on agreed charges can only
be made if both railways agree to it—all railways in fact.
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Mr. FoLLweLL: You would not in any circumstances be undercutting the

other railway?
: Mr. GorboN: No, we could not do it of our own motion. Both railways
have to join in it and you will find that is in the legislation now and it is included
further in the royal commission’s recommendations. Under same constitutions
the water carriers can join in it too.

Mr. Furron: I would like to ask Mr. Gordon in quoting the rates between
shippers if a manufacturer says he will ship 75 per cent of his traffic by rail
and gets an agreed charge would the same rate be available to other manu-
facturers of the same commodity? Let me put it this way: under what circum-
stances would the same rate be applicable to another manufacturer of the
same commodity?

Mr. GorboN: If the other manufacturer had the same type of product and
the same general circumstances that rate would be open to him too.

Mr. FurToN: He would have to agree to ship the same product?

Mr. GorboN: Generally speaking, yes.

Mr. FuLToN: Supposing his volume was not as great, supposing his volume
was appreciably less than the output of the other manufacturer; supposing
75 per cent of manufacturer A was 100,000 units whereas 75 per cent of
manufacturer B was 50,000 units. Would you be able to give him the same rate?

Mr. GorpoN: Yes. It is the percentage that governs, as I understand it,
the percentage of the product being taken in under the agreed charge and as
I said before if that percentage has been established for that particular industry
then it is applicable for anyone who wants to take advantage of it.

Mr. Furton: Then there is no advantage given to a man who happens to
be in a bigger way of business?

Mr. Gorpon: No. In some circumstances—and I speak subject to correction
here—in some circumstances we would be prepared to vary the percentage if a
different manufacturer had a different composition of cars. He might have a
composition that would make it difficult for him to reach the 75 per cent, but
“we are prepared to examine those circumstances.

Mr. MACDONNELL (Greenwood): Are they secret and private arrangements
or are these rates published?

Mr. Gorpon: The rates will be published and authorized by the Board of
Tr.ansport Commissioners, but each agreement is signed individually with the
shippers and the railway.

Mr. Giruis: Mr. Gordon, the shipper or group of shippers making an agree-

ment with you under an agreed rate shipping from the maritimes would still
receive the benefit of the Maritime Freight Rates Act?

Mr. GorboN: Yes, definitely yes.

The CHAIRMAN: Shall the item carry?
Carried.

Mr. FurTon: I would like to ask Mr. Gordon whether he has yet answered
the question as to whether the passenger service in the over-all picture shows
a profit. I know it is hard to break down between passenger and freight.

Mr: Gorbon: Well, there are all sorts of elements in that question. I have
one estimate here. Now, the business of trying to determine what might be
called a passenger deficit is an almost impossible task because it is so difficult
to define what portion of the railway expenses should be allocated to passenger
and what to freight; in other words, the line is there, the stations are there
anq they would still be there if we had no passenger business at all. The I.C.C.
which, of course as you know, is the Interstate Commerce Commission of the
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United States has established a formula for distributing these expenses and on
the basis of that formula they show some very extraordinary figures for the
passenger deficit of the United States railways which last year was in the order
of $700 million. If we were to follow that formula—and I emphasize that I
do not hold with the formula myself, because I think the loss is overstated, but
nevertheless it is a formula they use in the United States—if we apply that
formula to our business we have estimated that if we withdrew from the
passenger service entirely there would be an annual saving of $40 to $50
million.

Now, having said that I know I should not have said it because it will get
into headlines and it is quite wrong, but it is the best answer I can give you.
On the understanding that I don’t believe what I am saying I am telling you
what the figures would be.

Mr. FuLToN: Have you had this sort of formula within your knowledge long
enough to know whether there is a trend in Canada towards increasing deficits
or are you able to bring expenses and revenues closer into line?

Mr. Goroon: Our opinion is that the loss is coming down.
Mr. FULTON: As a result of the new equipment?

Mr. GorpoNn: In part, although we are very disappointed, as you see from
the report, that the first year of our new equipment has not given us extra
traffic, but nevertheless there are other economies through use of new equipment
and from such things as diesel operations and the losses are being reduced in the
United States. So we expect to follow this trend.

Mr. FuLtoN: You will have a section later on your new schedule but I
guess it is better to wait until we get there.

The CHAIRMAN: Shall the heading carry?

Mr. CARTER: Mr. Chairman, I have one or two problems concerning
passengers.

The CHAIRMAN: Passenger rates will be next. Does it concern rates?

Mr. CARTER: No, passengers. We have some complaints in our inland towns,
particularly Gander and Grand Falls. At Gander perhaps half the planes are
grounded there and the passengers have to finish the rest of their journey by rail
into St. John’s. That is usually in the night time and apparently the night agent
has no facilities, he has no cash to cash tickets and is usually not too competent
a person on night duty to handle that traffic. I wonder if Mr. Gordon would
take note of that. The complaint is due to Gander and Great Falls and the
inland towns. Really I might say instead of a hundred passengers grounded
you might have a hundred loggers who came out of the woods, but there is no
one to look after them to sell tickets or can only sell tickets one at a time. What
happens then is that they all bundle onto the train and the conductor has to
sell tickets and he can’t do it either because he has not got the change, he has
only come from one station to another. There is a little problem there to look
after.

Mr. Gorpon: I will be glad to look at it. I had not heard of that particular
trouble, but I will make a note and look into it.

The CHAIRMAN: Is that heading carried?

Carried.

Mr. CHURCHILL: In paragraph 14 I note that the volume of passenger travel
was in part of reflection of business adjustments during the year, aggravated by
the uncertain agricultural outlook in western Canada and competition from
airlines and busses, etc. Well, one of the greatest competitors of the Canadian
National Railways is the Trans-Canada Air Lines. I notice whereas the Canadian
National Railways has a decline in passenger traffic of one per cent the
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Trans-Canada Air Lines reports an increase of 10 per cent and attributes that
increase to the general prosperity and energetic sales program in which national
advertising was the key factor and the fact that the company was able to avoid
any increase in fares. I was just wondering whether the Canadian National
Railways’ decline in passenger traffic might be attributed to other factors than
the ones disclosed in that paragraph.

Mr. Gorbon: Well, I take it from your question you are asking me if a
statement that I made in the report is true or not. To the best of my knowledge
and belief it is. It is also true that the Trans-Canada Air Lines has had a very
good year and I think for the first time in its history it has exceeded in passenger
revenue the amount which the Canadian National Railways took in from this
type of business. It is also to be noted that the C.N.R. in order to earn that
revenue, carried a total of 17,858,916 passengers while the T.C.A. carried
1,438,349 people for a gross revenue which exceeds that accruing to the C.N.R.
The explanation is obvious, that the T.C.A. gathers a great deal more money
than we do by reason of the average length of the journey.

Mr. CHURCHILL: They have a sales program, in which they advertise no
increase in fares.

Mr. Gorbon: We certainly have an energetic sales program. I think that is
demonstrated in various things we mentioned in the report. You will see in
paragraph 15 of the report some of the things we have been doing, plus the fact
that we have put on much better equipment. This business of transportation,
you know, begins to get something of a fashion at times, and under certain con-
ditions people prefer to travel by air rather than by railway.

Mr. FurLToN: Your numbers of passengers decreased four per cent last
year from 1953, as against only a further one per cent this year. I do not want
to imply that this report for this year is incorrect, but I am wondering whether
it is not perhaps too easy a conclusion that it is simply because of adverse
conditions. That was not the case in 1953.

Mr. GorpoN: You could be right. I do not claim perfection in our analyses.
All T can say is that we have made the best effort we could to get business, and
we have not been able to get the passenger business up. I do not believe it is
due to any lack of services. I do not believe it is due to a lack of effort on
our part in providing the kind of things that the public wants, but the fact
of the matter is that the business did not turn up. You begin to ask yourself
why, and there may be half a dozen different reasons.

Mr. Furton: Can you give us a comparison with American railways?

Mr. Goroon: They fell off at least to a similar degree. We have to re-
member, too, that this country is developing, and that every year more and
more highways are coming into being, more and more automobiles, as will be
seen from the automobile registrations and more and more buses. All these
things are competition to the railways as our country becomes better developed
and as more highways are built. That kind of competition is going to become
more and more severe. This is by no means a reflection of only airline com-
petition. It is a reflection of all types of competition, including the private
automobile which, after all, is our main competitor.

Mr.. Furron: But let me ask you this. Your emphasis, particularly in
connectxop with the new equipment you are putting on this year, is on the
transcontmeptal run, and I am not suggesting that that should not be regarded
and emphasized, but it appears to me that on transcontinental runs the time
advantage of air against rail is at its maximum in favour of air. I wonder,
therefore, whether it is not possible to put more emphasis on intercity runs.

M_r. Gorpon: I think you have a very valid point in that, and it is a point
on which we have had many discussions. As a matter of fact, the new super
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continental runs we are going to have, starting on April 24 this year, will
be very closely surveyed by us to establish just where the thickness of traffic,
the saturation of traffic, applies. I do not rule out the possibility that we may
some day decide to specialize on the intercity runs at the expense of the trans-
continental. I say that this is something we have actually under examination.
You may have a very valid point there.

Mr. CARTER: You have the same degree of variation in passenger miles as
you do between passengers from one year to another?

Mr. GorooN: No, I would not say so. In this particular year you will
notice that our passenger miles declined four per cent, and our number of
passengers declined only one per cent. You will notice that in paragraph 13.
That means that the average trip was shorter this year than it was last year.
But that is the sort of thing for which I doubt you could get any proper
analytical reason.

Mr. CARTER: You would not think that for longer distances the passengers
would prefer air travel over rail travel?

Mr. GorponN: I think that our rich relation, the T.C.A., is in a better
position to answer that. The airline travel still has a glamour appeal and it
still has a time saving appeal, and the only thing we can do in the railway
business is to stress such things as comfort and in some cases point out-—

Mr. FurTon: I think that you still have plenty of glamour in the railways.

Mr. Goroon: I think so-too, but I do not criticise the airlines at all for
featuring their particular characteristics, which encourage people to travel by
airline. I have no objection to that.

Mr. MACDONNELL (Greenwood): I wonder if, as a tiny shareholder in this
$3 billion enterprise, I could find some cheer. Is it a fact that your passengers
are t;nly down one per cent this year, as against four per cent in the previous
year?

Mr. Gorpon: No, we are saying that the passengers that we carried moved
down one per cent.

Mr. MACDONNELL (Greenwood) : Passengers carried decreased one per cent?

Mr. Gorpon: The revenue passenger miles decreased four per cent.

The CHAIRMAN: That was last year. :

Mr. MACDONNELL (Greenwood): Can I not take some little encouragement
from the fact that in 1953 there was a decrease of four per cent in the number
of passengers from the previous year, and in 1954 that it was only one per cent?

Mr. Gorpon: The rate of decrease is less, yes, and I would like to take some
comfort out of that too. I think myself that if we had had delivery of our new
equipment earlier, we might have done better. The new equipment did not
begin coming along until about the middle of the year, and therefore its effect
was not seen throughout the year.

Mr. MacpoNNELL (Greenwood): I suggest that in some of the new cars
there are so many gadgets that a simple person like myself needs an engineer
to come and demonstrate them. I sometimes sign for the old cars with windows
that let in all the cinders.

Mr. Goroon: I should think that Mr. Macdonnell is one of those who would
like to travel by train to see how the gadgets work.

Mr. FoLLweLL: Under paragraph 15 you indicated that you put those
incentive fares into effect. I wondered how it has worked out? Has it increased
business?

Mr. Gorpon: It has. We have had some encouraging results. The effects
have been quite interesting and of course are being developed. They are still
a new idea.
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Mr. FoLLweLL: I notice that the bus companies have them.

Mr. Gorpon: In 1954, under our Department of Tours, we took in gross
revenues of $78,565, which is to all intents and purposes new revenue. As a
new approach, we think that is encouraging enough to carry on. We see enough
response to it that we think it is well worthwhile; our expenses are not too
great on it, and our net is coming up. These are things which it will take years
to develop, to see whether or not they are worth while. You do not get results
in the railway business very quickly.

The CHAIRMAN: Shall the item ‘“Passenger” carry?

Carried.

“Passenger . fares”.

Mr. HamiLtoN (Notre Dame de Grace): With regard to the question of
“rail liners”, has any consideration been given to the use of some of that
equipment on a much more extensive basis in intercity runs? Suppose there
are two departures from the city. There might be four or five units spread
throughout the day, to run perhaps eight or ten departures. For example, from
Montreal to Quebec. Perhaps you have ten or twelve airline departures a day.

Mr. Gorpon: We have extensive studies under way with the idea of using
the rail liner where it can be economically used and we have put in some
services last year. There are some seventeen rail cars in revenue service now
on various runs in Canada. It is not as easy as you might imagine. We have
checked the rail liner between here and Montreal to see what could be done
there. The plain fact is that in order to make the time between Montreal and
Ottawa by the rail liner it would have to be more or less a non-stop run. That
means a completely extra service. We are under obligation to serve many
communities between Montreal and Ottawa and when we have the rail liner
on a non-stop run we would still have to run another train service for those
communities for mail, express and so forth. It becomes a nice question as to
whether we could get enough traffic. If we could get enough traffic to justify
it the answer would be “yes” but there is not enough traffic to justify what
would be to all intents and purposes a special train.

Mr. KnigHT: Excuse my ignorance, but is a rail liner a type of lighter
equipment?

Mr. Gorpon: It is often referred to as a Budd car. Look at page 22 in the
report and you will see a picture of it. It is really a self-propelled passenger car.

Mr. KniGHT: My thought was that, according to paragraph 16, you have
really abandoned the commutation idea. Did the railroad actually give a trial
to the commuter type of train such as you will find on the Delaware, Lackwanna

and Western, or you used to find, outside of New York, with a lighter type
of engine.

Mr. Gornon: We have a service of that very type through the Mount Royal
tunn_el in Montreal called the multiple unit car run by electricity. We put it in
service about three or four years ago and it is a specialized car for that
commuter service. But remember this: when you talk railway economics in
regard to these special cars, you must remember that every time you put a
special type of car on, you are dedicating it to that particular service, and if
you _do not have cars that are interchangeable you cannot use them in other
services. If your dedicated service does not give you enough business you
are in a bad way, particularly in periods of low traffic such as week-ends. We
like to have our cars so that we can take care of holidays or special occasions,
when we can put them on a holiday train, and that sort of thing. Every time

we have a specialized car, we are stuck with it, and we can use it for no other
purpose.
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Mr. Kn1cHT: I suppose that you would need a concentrated population.

Mr. GorpoN: That is a consideration in the tunnel service. We run the
trains as fast as we can. We get the peak load only in the morning and evening,
and between the peak periods the cars are used very little.

Mr. KNIGHT: They have a regular method of getting people to New York
from districts twenty or thirty miles outside the city. They run every fifteen
minutes.

Mr. GorpoN: The poor operators will tell you that they are losing their
shirts on that service, too.

Mr. KNIGHT: I did not know that.

Mr. CHURCHILL: These figures are for the entire system?

Mr. GorpoN: Yes.

Mr. CHURCHILL: Have you any information with regard to an increase in
passenger traffic in some areas of the country? Is it a general state of affairs?

Mr. GorpoN: I have not a break-down of the figures by regions, but my
impression is that it is fairly general.

The CHAIRMAN: Shall the heading carry?

“Passenger Fares”.

Mr. CHURCHILL: What is the situation with regard to passenger fares over
the last five years. What has been the increase, if any?

Mr. GorpoN: There has been no general adjustment in passenger fares.
There have been one or two minor adjustments affecting minimum fares, but
there have been no general adjustments upward of passenger fares.

The CHAIRMAN: Shall that carry?

Carried.

“Express”.

Mr. HAMiLTON (Notre Dame de Grace): Before we go on to “Express” I
should like to say this. I was well trained by Mr. Gordon in the Wartime
Prices and Trade Board for a few years, and I learned always to check the
financial statements or the president’s report against the financial statements.
We are going over one item, “Mail” in the financial statement which comes
between passenger revenue and express department revenue. As a matter of
fact, there are a few places in the financial statement which are not covered
in the report. There is a slight drop in the mail revenue. I cannot find any
correspondence for the mail volume. 1

The CHAIRMAN: On what page is that?

Mr. HamiLToN (Notre Dame de Grace): On page 5.

Mr. GorboN: You are talking about the decline in the mail revenue?
_ Mr. Hamiuton (Notre Dame de Grace): You show a slight decline in
income. Have you a corresponding figure in volume in any way?

Mr. GorpoN: No, I am afraid that I have not that here. I could get it for
you, if you are interested.

Mr. HamiLToN (Notre Drame de Grace): I should like to have it primarily

because of the change in postal arrangements, to see whether it is actually
reflected in mail volume carried by the railroads.

Mr. GorboN: The volume figure is dependent on the diversion which the
Post Office Department will make to or from the railway in regard to other
forms of transport.

The CHAIRMAN: Are there questions under the heading “Express”?

Carried.
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“Communications”?

Mr. CARTER: May I ask Mr. Gordon if the communications service is a
profitable service?

The CHAIRMAN: There is an increase this year.
Mr. CARTER: Do you have a surplus over expenditures?

Mr. GOrDON: Yes, the Communications Department is conducted as a
department and we do not analyze it year by year, but we take off an analysis
at periods. The last analysis, as I recall, showed that it is a profitable service.
The point here is that our revenues were $17,084,000, and our operation
expenses showed about $19,000,000, which gives an excess cost over revenue
of about $2,000,000 against which has to be credited the services performed for
the railway. When we credit the estimated value of the services provided to
the railway, then we come out with a surplus from commercial operations of
about $1,300,000 a year.

Mr. HaAMILTON (Notre Dame de Grace): While on the section of communi-
cations, has the railroad or the Communications Department had any difficulty
whatsoever about leased wire services being used for transmission ‘of racing
news into Canada? A situation arose in the United States about three years

ago where that became quite a problem. Has there been any comparable situa-
tion in Canada?

Mr. GorDON: Are you referring to what is called the private wire leased
service?

Mr. HAMILTON (Notre Dame de Grace): Right.

Mr. GorpoN: I have no knowledge of that. No difficulty at all has come
to my attention. The leased wire, of course, is at the use of the person who
buys it, and if there are any irregular transactions it would be a matter for
the proper authorities.

Mr. HaMmILTON (Notre Dame de Grace): That is what I was getting at.

Mr. GorpoN: No representations have been made to us affecting anything
that was improper. !

The CHAIRMAN: Shall the item “Communications” carry?
Carried.

“Operating Expenses”.

M_r. Hamivton (Notre Dame de Grace): I am sorry to be so persistent, but
there is one other item under operating revenues. Under “All other revenues”,
?here is a .subheading for dining and buffet revenue. You will find that there
is a nice little increase from $3:6 million to $3+8 million. Since we find that
there has been an indication that meal prices have gone down, does that indicate
that the new kind of equipment has prompted a sizeable increase in revenues?

Mr. Gorpon: My answer to that would be “yes”. We have had a very

encograging volume increase in regard to our dinettes, and I have mentioned
that in the report somewhere.,

Mr. HAMILTON (Notre Dame de Grace): It is mentioned indirectly in respect
to the equipment on page 11.

The CHAIRMAN: It is under “Service changes”. Maybe we could deal with
that when we come to that matter.

Mr. Gorpon: I can tell you that the meals served in 1954 showed an increase
of roughly 30,000 over the previous year. I can also tell you that the average
loss per meal declined from 59 cents in 1953 to 52 cents in 1954. Actually we
decreaseq our loss an average by 74 cents per meal, while at the same time
we had increased volume. That is a trend which is very much in the right
direction and which I hope will be accelerated this year as the dinettes, in
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. particular, become more popular The dinettes are not the whole answer.
We have done a great deal of streamlining in respect of dining car operations.
We hope to continue that effort, because the loss in our dining car service is one
that has given us considerable concern. But we must remember, in connection
with the dining car service, it is not fair to look at it only in terms of the loss
figure. It is in part a service cost figure, because we have to provide dining
car services if we are going to get long-haul traffic at all. It is part of the
overhead cost of running a train, and while we do our utmost to reduce that
loss, it is a sort of loss leader item in the passenger business. In fact that is
one thing from which perhaps I get more comparisons or contrasts—if you want
to use that word—than anything else, in connection with the dining car services
in the United States. People are constantly contrasting their trains with
Canadian trains, sometimes to our disadvantage and sometimes to our advantage,
but it is something which the travelling public is very serious about.
Mr. KNIGHT: Are we discussing this section?

The CHAIRMAN: We are on “Operating Expenses”, and I would suggest

that we might deal with the dining cars later on, when we come to “Service
Changes”.
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7 Mr. HamiLtoN (Notre Dame de Grace): For my own information, could I
! ask this? Iunderstand that the president’s report is presented here to illuminate
:F the financial statement which is attached. The president’s report follows approx-
imately the same order as the financial statement, but in that financial state-
ment there are numerous items which are not covered in the president’s report.
It seems to me that, when we get into this business of following the president’s
report without its being reflected in the financial statement, we can get into
quite a few discussions which will be badly out of place. My question referred

specifically to the revenue of the dining and buffet cars department. That is a
revenue, I hope.

The CHAIRMAN: It was agreed this morning that we would follow the
headings in the president’s report. If there are any matters which should be
discussed, they should relate to the headings in the report.

Mr. HamiLToN (Notre Dame de Grace): Are you suggesting that a question
regarding mail would be out of order?

Hon. Mr. MARLER: I think it might come at an appropriate time after we
have gone through the report.

The CHamrMmaN: I think that was a proper matter to raise at the time
it was raised. It seemed to follow along that order.

Mr. HamiLtoN (Notre Dame de Grace): Is that revenue from the dining

and buffet cars not included under “revenue”? Is, it not proper to raise it at
this stage?

The CHaRMAN: It is referred to later in the report, and if we follow the
headings in the report we will come to it.

Mr. HamiLtoNn (Notre Dame de Grace):
equipment.

The CHAIRMAN: On page 11.

Mr. HamiLtoN (Notre Dame de Grace): There is no reference whatever

to the operating revenues from the use of these. It could be discussed at that
time.

It referred only to the new

Mr. CarTER: On item 1 questions can be asked when the estimates come
up. Anything not covered in the report can be covered then.

The CuHaRMAN: When the estimates come before the house, yes.

.Mr. Girris: Mr. Gordon has remarked on the importance of the diesel

engines in this section on operating expenses. I should like to ask you this,
Mr. Gordon. What is the total of coal you used on the railways in 19547
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Mr. GorpoN: There are several ways of giving these figures, as we have
done in previous years. You can have orders, purchases, shipments or con-
sumption. I am giving the consumption figures. ' The total consumption of
coal in 1954 was 4,110,560 tons. Of that, 1,016,175 tons was Canadian coal,
and 3,093,585 was United States coal.

Mr. GiLuis: Imported by the railways?

Mr. GorpoN: That is right.

Mr. Gruuis: Could you tell me what markets still exist from Montreal,
say, to Sydney, Nova Scotia, for coal on the C.N.R.?

Mr. GorpoN: From Montreal to Sydney?

Hon. Mr. MARLER: You mean, between Montreal and Sydney?

Mr. Groris: Yes.

Mr. GorooN: If I interpreted your question rightly, and I am remember-
ing previous discussions, what you are looking for is the economic area. The
break-off point, generally speaking, is Quebec city, in the matter of the sale
of Maritime provinces coal. At that point the maximum subsidy available
to the railways by the government allows United States coal to come in.

Mr. Giiris: There still is a fair amount of the maritime coal in that
area?

Mr. GORrRDON: Yes.

Mr. GiLLis: Have you any idea of the tonnage which you are using there
or did use in 1954? The reason I am asking that is that the impression was
created, particularly in the maritimes, that the market for maritime coal has
completely disappeared from the C.N.R. in what was considered their
economic area.

Mr. GorboN: I can give you this total by districts, if it will help you.
In the Atlantic region we used 538,530 tons of Canadian coal. In the Central
region we used 38,049 tons of coal. That 38,000 is the amount that crept up
into the Central region, but by and large the total you are looking for is
the 538,000 ton figure in the Atlantic region. In the Atlantic region, we used
only 17,000 tons of United States coal. The western region figure is 440,396
tons of Canadian coal, and 487,518 tons of United States coal. As I have
told you before, that is entirely dictated by price. We are quite willing and
indeed anxious to take varieties of maritime province coal if we can lay it
down on a proper basis in the central Ontario market. We have still quite
a large market in the central Ontario district for coal.

Mr. HAHN: With regard to that coal supplied to the western regions
from the United States, where would you get most of it from in the United
States?

Mr. GorboN: You mean, what actual producers?

Mr. HAaHN: From what areas in the United States would you get this coal
which you used in the western regions?

Mr. Gorbon: I could not answer that. We buy it through dealers. It is a
question of which dealers can deliver at a price in Canada. It would be
quite an analysis to make.

Mr. Grrris: While we are on this—

Mr. Gorpbon: Mr. Dingle tells me that it comes mostly across the lakes.

Mr. Gruuis: Is your organization still studying the possibility of a
coal-burning turbine engine in Montreal?

Mr. Gorpon: Not directly. We are in touch with the experiment being
conducted by the McGill University. We know what is going on.

> Mr. Gruuis: Do you think that that holds a possibility for the railways
in the foreseeable future? N
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Mr. Goroon: I got into trouble last year because I gave some personal
- views on what is a technical experiment. The experiment is a research job in
the hands of McGill University. It is a very interesting experiment, but I am
not a technical expert and would not like to voice a technical opinion. Professor
Mordell, who is in charge of the experiment, is highly enthusiastic.

Mr. GrLuis: It has been held up in the press, particularly by people like
ourselves who do not know very much about it, as a solution to the whole future
of the coal industry, but while they are talking about it the coal industry is

disappearing, and when it is ready for blueprints there will be no coal to burn.
That is my judgment.

Mr. Goroon: I can say in a general way that the problem of the coal-
burning gas turbine locomotives is far from solved. It is hoped that there will
certainly be a market for coal but it is too much to ask me to give a judgment
as to the possibility of complete success.

Mr. GiLris: As long as you are doubtful about it, I am quite satisfied.

Mr. Goroon: I am not doubtful; I am still hopeful too. At the risk of
getting into trouble again, I may add this; if the coal-burning gas turbine
locomotive can be proven, it will “beat the pants off” the diesel. Let my diesel
manufacturing friends take me to task for that.

Mr. GLris: Are you not in this position, that you have made a huge
investment in diesels and you are continuing that?

Mr. GorpoN: That is right.

Mr. GiLris: You still have about two and a half years of your program.
It is not reasonable to suppose that within the next fifteen or twenty years the
Canadian National Railways is going to write that investment off?

Mr. Goroon: I will tell you what our policy is, and I think I can justify it
from a business point of view. Our diesel policy is to dieselize services when
it can be demonstrated a saving over the present type of locomotives will be
produced which will write off the capital investment in ten years. We have in
mind, therefore, that any improvement that may take place in motive power,
whether it be gas burning, oil burning, turbine or even atomic power, will not
come to a point of becoming competitive with the diesel within that period,
so that we keep ourselves flexible. We are not wedded to any type of motive
power, but when we go into a type of motive power such as diesels, we do it
on the basis that we will get ten years of life out of them. We will write off
our capital investment from the savings that accrue and we will then be ready
to turn to the new type of motive power.

Mr. MAcDONNELL (Greenwood): Is that ten years arrived at by reason of
the durability of the diesel or by reason of the threat of a new type, or both?

Mr. Goroon: It is arrived at by an estimate of the savings which we get
from the utilization of the diesel for that purpose—in other words, the saving
you get out of the diesel by utilization.

Mr. MAcDONNELL (Greenwood): Why ten years, rather than twelve?

Mr. Goroon: The ten years is based on the economics over a period in
relation to the particular services which we are dieselizing. The savings that
we have estimated we will get from the specific type of services we are
dieselizing will equal the capital cost over a ten year period.

Mr. MAcpONNELL (Greenwood): But I still cannot understand why ten
years is the magic figure. Why ten, rather then eleven?

Mr. GorpoN: Because it came out at ten. We get an annual saving on the
dieselized services and we find that in ten years that will write off the capital

cost. It varies year by year. The average is ten years. When you put in
56822—5
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dieselization in the first place you will get a large figure saving on the service
you start with, and then the law of diminishing returns will set in, but on
the average we figure that after ten years we will write off the capital
investment.

Mr. MACDONNELL (Greenwood): It does not necessarily mean that you will
stop using them at the end of that time?

Mr. Goroon: No, far from it, but, if at the end of the ten years there is
no alternative form of motive power, we will have the benefit of having those
paid for, because the capital expenses have been written off.

Mr. KnigHT: I think that you have characterized as a myth many times
the assertion that in transcontinental travel the government or the C.N.R. or
somebody has been putting brakes on the wheels of the C.N.R.

Mr. GorpoN: Yes.

Mr. KnigHT: They assert that the C.N.R. actually could have made that
trip twelve hours faster than the C.P.R. You have to convince me that that
it not true. I am merely basing my question upon it. Perhaps this is a nasty
way to put it, but it has never been proved in fact that as soon as the C.P.R.
began its program to cut this travel rate across the continent by eight or ten
hours, you suddenly found yourself able to do it. I presume there is an
explanation for that? Is the main explanation in the dieselization of the road,
or what is the explanation?

Mr. GorpoN: Most certainly. That is simply the accident of competition.
It is perfectly obvious that, when we start to run fast diesels across the country
to see what we can do about the passenger service, the fact becomes known
or if the C.P.R. do it; we know what they are doing. We started our experi-
ments on running diesel locomotives across Canada to see how far we could
cut the times. Concurrently the C.P.R., who are also interested in dieselization,
did the same. It is a fact that we do confer with each other about the changing
of the timetable, which is April 24th this year. We arrive at an agreement as
to when we put in our spring timetable. That is the only thing we do. We
agree that that is the time when we cut our running times. You will find in
the announcement that the C.P.R. has cut more than we have. The reason for
that is that we run faster to Winnipeg than they do. Our line is longer to the
coast and we will be slower to Vancouver. But we have intermediate cities
and towns to service and our main aim in respect of a reduction of time was
to arrive at a reasonable hour at the main cities and towns which we are
servicing on this train. That is the guiding factor of our schedules, and the
rest is simply a by-product.

Mr. KNIGHT: That leads me to the question which I wanted to get at.
After the change of schedule takes place on April 24th, is it true that the C.N.R.
going west will only arrive at Vancouver two hours later than the C.P.R.? I
want to say that in this idea of competition I am tremendously sympathetic

with the C.N.R. I do not want anyone to have any reasons for insinuations

that somehow or other the C.N.R. is a second class road. Is it true, first of all,
that under the new schedule your transcontinental will get in later than the

811;1; and, if so, why? I understand that the grade is actually easier on the

Mr. GorboN: Yes, but the mileage is longer. The mileage on the C.N.R.
from Montreal to Vancouver is 2,930 miles. On the C.P.R. it is 2,881 miles.
The C.P.R. route is 49 miles shorter.
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Our new transcontinental services will be as follows:

No 1 No. 3 No. 4 No. 2
3.25 pm 8.00 pm Lv  Montreal Ar. 9.15 am 5.20 pm
5.35 pm 10.20 pm Ar Ottawa Lv 6.50 am 3.05 pm
5.45 pm 10.35 pm Lv Ottawa Ar 6.35 am 2.50 pm

No. 51 No. 53 Lv Toronto Ar No. 54 No. 52
6.00 pm 11.00 pm 7.00 am 2.15 pm

No 1 No. 3 No. 4 No. 2

10.30 pm 9.00 am Ar Winnipeg Lv 8.00 pm 8.05 am
10.55 pm 10.00 am Lv  Winnipeg Ar 7.00 pm 7.40 am
8.05 am  9.05 pm Ar Saskatoon Lv 6.25 am  8.35 pm
8.15 am  9.35 pm Lv  Saskatoon Ar 6.00 am  8.25 pm
3.25 pm  5.40 am Ar Edmonton Lv 10.15 pm  1.30 pm
340 pm  6.20 am Lv Edmonton Ar 9.25 pm 1.15 pm

9.25 pm 12.20 pm MT Ar Jasper Lv MT 345 pm 17.55 am
835 pm 1150 am PT Lv Jasper Ar PT 215 pm  6.45 am
145 pm 7.00 am Ar Vancouver Lv 8.00 pm  2.15 pm

The Canadian Pacific Railway enjoys a shorter route between Toronto, Montreal
and Vancouver. We beat their time to Winnipeg, but we are somewhat longer
in going through to Vancouver.

Mr. KN1GgHT: Is it so, that your C.N.R. train will arrive later?

Mr. GorpoN: In Vancouver that is so. We will arrive in Vancouver at—

Mr. DincLE: We arrive at 1.45 p.m., the Canadian Pacific Railway arrives
at 9.10 in the morning. ‘

Mr. Kni1GgHT: Is it not possible to make up that time?

Mr. GorpoN: We leave later.

Mr. Kn1cHT: I am not interested in the actual time of getting there. I am

interested in the travelling time of the two roads from Montreal to Vancouver.
Can this not be equalized?

Mr. GorpoN: You see you have to think of the various services. We are,
on the new schedule Montreal westward, one hour and twenty minutes faster
between Montreal and Winnipeg.

Mr. KnicHT: Well, I am glad of that.

Mr. Gorpon: We figure that is a good place to serve and there is where
we have the shortest route. Now, we leave at a different time than the Canadian
Pacific. But in regard to the service to Vancouver actual elapsed time we arrive
in Vancouver—

Mr. DingLE: The difference is 9.10 a.m. to 1.45 p.m.

Mr. GorboN: They arrive at 9.10 in the morning and we arrive at 1.45 in
the afternoon. That does not represent a difference in actual running time
but in leaving time. But over-all the Canadian Pacific will beat our time to
Vancouver by one hour and fifty-five minutes running time actually.

Mr. KnigHT: That is what I wanted to get at. . I am not interested in
what time the train gets to Vancouver; I am interested that the Canadian
National should make as good time from Montreal to Vancouver as does the
Canadian Pacific.

Mr. Gorbon: Well, we are scheduling our time. As I say, we are not
indulging in a speed war. We don’t think it makes sense. Our primary objec-
tive is the service to communities that our train runs through at a reasonable
time and having in mind that we have the longer route over-all to Vancouver

and having in mind our task of service to the communities we think our times
are convenient at each place.

56822—53



EE

-

8
b
.

i
b

i &
I
h
|

i

|

68 SESSIONAL COMMITTEE

Mr. KNiGHT: It annoys me in connection with the Canadian National to
hear remarks of that kind and in view of the existence of this myth which
I understand in the first place I would like to see once and for all that inequality
be wiped out so that this road could make as good time to Vancouver as the
Canadian Pacific Railway.

Mr. FurLtoNn: Perhaps Mr. Knight would probably lay you a new track.

Mr. KN1GHT: I do not want the Canadian National to be considered as a
second class road.

Mr. GorpboN: I certainly would not admit any such thing and what we are

discussing does not make the Canadian National a second class road by any
stretch of the imagination.

Mr. KNIGHT: I am going to ask you one more question. I am anxious
about this from the point of view of the effect on the morale of the Canadian
National employees.

Mr. Gorpon: I think that our time schedule now will not have any effect
on the morale of the Canadian National employees.

The CHAIRMAN: I am sure it is a better line than from Mombasa to Nairobi.

Mr. GorpoN: We are not engaging in a speed war; we are running our
trains as best we know how and servicing the communities at a particular time.
For instance, express service is an integral part of our service and we are
giving service into Winnipeg which I think is better than the other line, but on
the over-all our times of arrival are reasonable and convenient times at each
one of those points.

Mr. Kn1cHT: With all due respect, Mr. Gordon, I don’t think you can base
a speed war on an hour and a half.

Mr. GorpoN: I think we could because I am perfectly certain that if we
apandoned our main principle here which is arriving at a reasonable time and
disregard that factor for the pure purpose of beating the Canadian Pacific
Railway then they will beat our time and away we are at a speed war.

3 Mr. KN1GHT: I am not asking you to do it I am asking you if you could
in fact do it.
i Hon. M}'. MARLER: Isn’t it more important to serve the people that use the

trains than it is to establish records for speedy travel across the continent?

Mr. KNIGH'I:: Mr. Minister, I still maintain that an hour and a half spread
across this continent is not going to inconvenience anyone, is it?

Hon. Mr. MARLER: An hour and a half at 11 o'clock at night would either
be 10 o’clock or 1 o’clock.

Mr. Kn1gHT: Well, my old point is much more simple than the new one.
: Mr. GorpoN: An hour and a half does not seem very much on that run but
if you could see what we have to do to produce the schedule and how every-
thing has to synchronize along with ten-minute stops at various stations and
the ;vqu we have got to do to accomplish that you would appreciate what we
are doing.

Mr. K_mcm': In view of the fact that this previous myth has existed do
you not think it a good way to wipe it out?

Mr. Gorbon: How can we wipe it out?

Mr. KN1GHT: Just by the elimination of that one and a half hour difference.

Mr. GorooN: Then you would establish the myth because we could only

g::r ﬂt!i:‘; by arrangement with the Canadian Pacific that they would not beat
e.

.Mr. K.mcm': Do you mean, Mr. Gordon, that you are afraid of the Canadian
Pacific Railway?
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Mr. Goroon: No.

Mr. KnicgHT: That you fear what they would do to you if you would come
out on an equalized basis?

Mr. Gorpon: No, I am saying that the principle which we have established
in setting up this new schedule is service to the communities at a reasonable
time and the rest of it is a by-product of that principle, but you were talking
about the myth that there was an agreement with the Canadian Pacific
Railway and my reply to you is that if we embark on the idea that we were
going to beat their time no matter what happened we could only do that by
agreement with them.

Mr. KnicHT: Why should the Canadian Pacific be the dog that wags the
tail?

Mr. Goroon: I think our service on the super continental is much better
than the Canadian Pacific.

Mr. Kn1cgHT: I hope it is and I hope it remains that way.

Mr. Gorpon: I suggest when you get the chance to look at it that way
you will find there is more myth in regard to the time-table than the train.
We do get trains in on time at the proper places.

I intended to mention this point because I think it is important. We could
make that time to Vancouver if we had no regard to cost whatever. If we had
no regard to costs we could make it, but we are producing a schedule which is
reasonable in regard to the service provided and having in mind the efficient
operation of the railway. Yet get to a point where speed costs money and a
lot of money. After you pass a given point the price which you pay for speed
is much too high and for an hour and a half we do not think it is worth it.

Mr. KniGHT: I am well aware that you have no responsibility for the
Canadian Pacific Railway, but do you maintain by getting there that hour and
a half sooner they are sacrificing efficiency?

Mr. Goroon: No, they have different operating conditions. We get there
ahead of them in Winnipeg. That does not seem to worry them. It is the

running time I am talking about. We run between here and Winnipeg faster
than they do.

Mr. Hann: I want to follow up some of the discussion I had this morning
with Mr: Gordon in respect to the replacement of these rails, track laying and
surfacing, which is outlined in section 24. This morning he referred to
R. F. Welch—

The Crarrman: I think that comes up on a later matter. I am aware of
that and it probably does not come under the matter of the laying of rails at
all, but probably under labour relations and the matter should probably come
there. Mr. Weaver brought the matter to my attention and asked if I thought
it was the proper heading under labour relations rather than under track
laying.

Mr. Hann: I will leave it until then.

Mr. FuLton: There are several of us interested in the matter and I think
we should all leave it until labour negotiations.

Mr. CHURCHILL: In paragraph 19 there is a substantial reduction shown
there and it is stated that the decrease was due in part to lower traffic volume
and in part was evidence of the accumulating benefits of recent modernization,
particularly the wider use of diesel motor power. What is the essential
difference between those two?

Mr. Gorpon: Our estimate of the gross savings from dieselization as
compared with steam operation amounted during 1954 to approximately
$31,167,000. The total cumulative gross savings up to the end of 1954 are
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estimated to be of the order of $85 million. I should perhaps make that a little
clearer. That figure I gave of $31 million was the cumulative figure representing
a five-year program, but the additional savings added during the year by
reason of dieselization were $3,131,900. Of course, we have savings that keep
on accumulating.

Mr. CHuRrcHILL: I was wondering to what extent was the decrease due to
dieselization and what extent due to lower traffic volume and then I notice
looking forward to 1955 you are forecasting something somewhat similar.

Mr. Goroon: If you will turn to page 5 of the statistical record there you
will find that our operating expenses declined all told about $32.6 million.
Now, if you will look at the figures under the various headings you will find
that the big part of that saving came in transportation account, which is $25
million down from the previous year.

Now, transportation account is the account to which we charge the actual
cost of moving traffic and that is the best kind of saving to make. If you save
money on maintenance of way and structures and maintenance of equipment
it could be that you are doing it at the expense of having to pay for your
savings in the future, but if you make a reduction in your transportation
account you are really saving a dollar.

Mr. CHURCHILL: That is the way that reduction of $24 million is arrived at?

Mr. GorpoN: Yes.

Mr. CHURCHILL: I was wondering is your estimate for 1955 on the same
basis? Do you think that on those transportation expenses you are going to
make your great saving?

Mr. GorboN: That brings me into my capital budget really and that is
a separate matter.

Mr. CHURCHILL: I notice you make some forecasts in sections 29, 30,
31 and 32.

Mr. Gorpon: I have that prepared to discuss in detail on capital budget,
Mr. Chairman, and perhaps if we could deal with it there it would be more
convenient because we are moving backwards and forwards. Would that satisfy
you, Mr. Churchill?

Mr. CHURCHILL: Paragraph 20, then, where you speak of transportation
expenses, that does not actually involve the dieselization program, does it?

Mr. Gorbon: In part it does. You see you get into this situation that
transportation expenses is in part a product of your traffic. If you have less
traffic to handle obviously it costs you less to handle it. The point is, however,
'whether you cut your expense relatively more or less than the actual drop
in traffic and we have been more successful in cutting our transportation costs
in 1954 than either our competitor or the United States class 1 railways.

Now included in that cost of moving the traffic you will get the benefits of
dieselization because motive power moves the traffic. This account includes
thg crews’ wages and all the other expenses of moving the trains from one
point to another.

) Mr. HamiLroN (Notre Dame de Grace): Mr. Chairman, could Mr. Gordon
nge us any idea of the breakdown? Let us see, the road spent about $1,600,000
in advertising. Could we be given any idea of the breakdown as to the
expenditure made in the United States and in Canada? The purpose behind
my question is—we were discussing earlier a dropping off in passenger train
traffic in Canada and I was interested because if we are making a large portion

of our advertising in the United States it might indicate we are not doing

enough in Canada to really build up train traffic.
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Mr. GorboN: I have here, Mr. Hamilton, the actual breakdown of our
newspaper advertising, radio advertising and things of that sort. I have not
got the complete figure because under that heading of advertising, $1,600,000,
we include such things as time-tables and that sort of thing, but from the
standpoint of our newspaper advertising which is the point I think you are
interested in we spent $402,320 on Canadian newspapers and magazines, we
spent $560,024 on United States newspapers and magazines, and we spent
$20,603 on radio advertising, a total of $982,947. The balance of the $1.6
million is made up of these sundry items in the form of time-tables and items
of that kind.

Mr. HamiLtoNn (Notre Dame de Grace): I think that information, Mr.
Chairman, is quite sufficient to develop the point I was trying to make and I
might point out also that Trans-Canada Air Lines who had quite an appeciable
increase in passenger traffic last year as we have learned have an advertising
expenditure as my colleague Mr. Churchill points out of $1,800,000. We find
here a railroad which has passenger traffic dropping off in Canada. I would
assume that it looks to the Canadian people for its major number of passen-
gers on these trains and yet less than half of their advertising expenditure is
being made in Canadian media. :

Mr. GorooN: Yes, that is correct.

Mr. HamintoNn (Notre Dame de Grace): It would seem to me without
elaborating the matter that they might first compare their experience with that
of the T.C.A. and, secondly, they might consider whether an increased sale
effort right here in Canada might not result in a substantial increase in pas-
senger traffic. It has certainly worked in a great many other industries.

Mr. GorpoN: Now, you must remember that the Trans-Canada Air Lines is
advertising for domestic business in Canada. They do not go into the United
States to advertise in the same way as we do because we are after the tourist
traffic coming up through our hotels and various places of that kind so we
give our advertising to the United States on such things as Jasper Park Lodge
to encourage traffic to come by train. I do not think the two programs are
really comparable.

If your criticism is—if I may take it to be a criticism—that we do not
spend enough money on advertising I am prepared to take that under advise-
ment, as a matter of judgment at any time that could be disputed. It may be
that you are right, but it is very, very difficult to absolutely check the benefits
of advertising.

Mr. HamiLtoN (Notre Dame de Grace): Now, Mr. Chairman, it is not
necessarily that the road is not spending enough on advertising. That is such
a debatable problem that I do not think this is the place to discuss it. The point
is that for that per passenger carriage of United States origin versus
Canadian origin we are spending a disproportionate amount of our adver-
tising budget in the United States. We are up against a situation where
passenger traffic is continuing to decline. It is interesting to note there was
an increase in the advertising objectives of $175,000 from 1953 to 1954 and
proportionately the decline in passenger traffic which was 4 per cent in previ-
ous years was this year only 1 per cent. Another suggestion which I wish to
make is that the road should investigate the possibility of reversing this
decline in passenger traffic with an increased emphasis right here in Canada
on selling railway transportation to the general public instead of going down
with over $500,000 to the United States in order to bring people up here. So
for every advertising dollar that we spend we are not getting nearly the
return that we get for our advertising dollar in Canada.
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~ Mr. Gorpon: I think you have quite a valid point. That is a point that
bears examination. It would depend, of course, on what a particular year
brings forth. For example, we are putting on this super continental which is
a new fast train across Canada. We will, of course, concentrate our advertising
in that respect in Canada. It depends on what we are trying to sell. There is
an incidental factor, of course, and that is that by and large the cost of the
media in the United States tends to be higher than Canada and therefore the
dollar picture would show some disparity. In any case, in looking at our adver-
tising budget we will have the point you made very much in mind.

Mr. HamiLToN (Notre Dame de Grace): There are a couple of other points
under advertising expenses. I cannot find a reference to restaurants and I
bring it up here because that is where I think it comes because that is where
financial statistics are covered. My question is this: it is possible to explain why
road sales is an expensive and losing proposition but why should the profits
in our restaurant operations be so small they are practically infinitesimal?
We are competing apparently with other restaurants which I think operate quite
successfully. If you are looking for the information for the benefit of the com-
mittee it is on pages 6 and 7. You will find your revenue on page 6, the fifth

line from the top of the second column, and on page 7, second column, miscel-
laneous operations, second line.

Mr. GorpoN: Well, in regard to the restaurants themselves I think the
only general comment I can make is that they are just not a satisfactory opera-
tion. We have worked upon them to make them profitable and it is one of
those things that with the best will in the world we do not seem to be able to
devise the kind of methods that will make them profitable.

The CHAIRMAN: Does the road operate the restaurants or do they farm
them out to concessionaires?
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Mr. GorpoN: The ones we are referring to here are our own. We have, of
course, contracts with the Canada Railway News, who have concessions at
various of our stations but the ones we mention here are our own restaurants.
We are just not proud of our restaurant operation. This is one of those difficulties
we are struggling with, but the business of serving food is a very specialized
business. We hope to see some better results but it is one of those things that
from a management point of view we just keep pegging away at.

Mr. HaAMILTON (Notre Dame de Grace): Has any consideration been glven
to perhaps turning over the restaurant operations to a Canadian restaurant firm
such as Murray’s?

Mr. GorpoN: We have examined that and have even called for tenders. We
have not been successful in getting any outside operator to make a tender that
would be of interest to us at all.

Mr. HamiLton (Notre Dame de Grace): I would imagine from the volume
down here it must refer to only one or two of the major restaurants, probably
Montreal primarily. Is that a necessary service that must be carried on by
the road?

Mr. GorpoN: We have tried to keep it on the basis of necessary service. The
dinette car will have a bearing on it. We find now that there is not so much
demand for restaurants in stations because of the dinettes, but it is in a state of
flux right now. It is not something that I am prepared to promise will improve.
If we were able to do it we would be glad to get out of it altogether. It is more
or less part of the service to the publie.

Mr. Haminton (Notre Dame de Grace): Could Mr. Gordon tell us what
the average on-time record of principal passenger trains was in 1954 versus

1953? I think he would be disappointed if we didn’t ask him that because I am
sure he has it.

e
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Mr. Gorpon: I think it is in the report, but I will look for it.

Mr. Hamiton (Notre Dame de Grace): It was in there last year and I
couldn’t find it this year.

Mr. Gorbon: On page 13 you will find a per cent on-time arrival of
principal passenger trains which was 69-2 per cent in 1954.

Mr. HamiLtoN (Notre Dame de Grace): Page 13?

Mr. GorboN: Yes, in the statistical statements. It is about sixth from the
bottom of that page—69-2 per cent. '

Mr. HamiLton (Notre Dame de Grace): I was trying to get the basis of
comparison. Last year you said the average on-time record of principal pas-
senger trains was improved by nearly 7 per cent compared with the previous
year and was better than any year since 1940. I was wondering if you were
keeping up that record.

Mr. GorpoN: What paragraph are you quoting from?

Mr. HamintoN (Notre Dame de Grace): I am quoting from last year’s report
under the heading of “Revenue on operations,” and it would be the second
paragraph.

Mr. GorboN: Well, last year we showed an improvement over the 1952
year of about 7 per cent. If you have the 1953 report you will find that the 1952
figure was 66 per cent and the 1953 figure 72-9 per cent and this 1954 figure
that I have just mentioned is 69-2 per cent.

Mr. HamiLtoN (Notre Dame de Grace): So we are within a reasonable
basis. Now, one more question in connection with the communication system,
their maintenance expense. I am interested there in comparing three figures,
Mr. Chairman. We find there is a sizeable increase in the communications
department revenue. We find there is a small reduction in the operating expenses
in what I would assume to be the same department. I wonder if that is caused
from more efficient operation. I take my figure from operating revenue com-
munications department. I take my expense figure from page 7, the first column
and seven lines from the bottom, where it says: “Communications system
operation $12,230,741.” That is a slight reduction from the previous year. Our
revenue was up almost $1 million. I was interested in that as to whether it
reflected more efficient operation.

Mr. Goroon: My recollection is that there was an increase in rates that
would affect the revenue. There were two factors which affected it. There was
an increase in rates which improves the revenue and we have increased our
leased wire service which we can operate more economically than the general
communication lines.

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

Mr. HamiLToN (Notre Dame de Grace): There is one which Mr. Gordon
promised this morning that when he came back this afternoon there would be
some additional information in respect of paragraph 24, operation of the rail-
laying program. That finishes me under this heading, Mr. Chairman, which I
think will be a source of joy to you.

Mr. GorpoN: You are talking about the comparison between 1954 and 1953.
Now, you cannot compare those figures for the purpose.that you have in mind,
because although the new rail program is included in those figures. The figures
also include reductions in what could be called ordinary maintenance of the
railway—such things as bank widening, tie tamping and surfacing, which we
have reduced during the year. Although we did increase our rail-laying program
we did reduce those figures so that the other figures are not a fair comparison.

Mr. HamiLton (Notre Dame de Grace): There is no basis of comparison of
your rail-laying program between one year and another?
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Mr. GorpoN: Yes, we can find a basis for it, but it is not found in those
figures. You are thinking in terms of cost?

Mr. HamiLToN (Notre Dame de Grace): I am thinking, Mr. Chairman, in
terms of this figure of $15 million that we were given this morning as a
reduction that would have been saved this road if it had followed the practice
of the Canadian Pacific Railway.

Mr. Gorpon: Now, let me try to clear that up. What I said this morning
was that the Canadian Pacific Railway figures showed a reduction.of 58 per
cent in their rail-laying program as between the years. I said that if we
had followed a similar pattern and had reduced our program between 1953
and 1954 by 58 per cent then we would have had a reduced expenditure of
roughly $15 million in 1954.

Mr. HaAmMILTON (Notre Dame de Grace): Well, in order to arrive at that
figure you would have to give the cost of your rail- laying program, wouldn’t
you?

Mr. Gorpoon: Roughly, yes. I can tell you the rail-laying program on
how much it cost us for rail per mile of rail in Canada. I can tell you our
comparative costs for laying one mile of rail as between 1953 and 1954 and on
the basis of those costs we can work that out what our expense saving would
have been if we had cut our rail-laying program.

Our cost of laying new rails runs at the rate of about $25,000 per mile.

Mr. HamiLtoN (Notre Dame de Grace): If you take the rate of $15,000,000
at.58 per cent, your total rail-laying for the year would have been in the
neighbourhood of $27 million or something like that, is that correct?

Mr. Goroon: Our total rail-laying program for 1954 is stated in the report

as 869 miles of new rail and 268 miles of partly worn rail, giving a total of
1,137 miles of rail.

Mr. HamiLTON (Notre Dame de Grace): At approximately $25, 000 a mile?
Mr. Gorpon: Did you mention a figure of $27 million?

Mr. Hamirton (Notre Dame de Grace): Roughly twenty-seven to twenty-
eight.

Mr. Gorpons Take your figure of $27 million and reduce it by 58 per cent,
and you get $15 million. It is as simple as that.

The CHAIRMAN: Shall the item carry?

Carried.

“Labour Negotiations”.

Mr. Weaver: Mr. Chairman, according to reports some of the railway
experts have been looking askance at labour contracts. It has been suggested
that this is a method of avoiding wage increasing for regular maintenance.
Can Mr. Gordon clear up the whole question for the committee?

Mr. GorpoN: It is a very involved question. I shall try to give you a brief
reply. If it is not sufficient, let me know and I shall give it in such detail
as may be appropriate. For many years the R. F. Welch Company and the
Canadian National Railways have had in existence a form of contract under
which that company provided workers for special types of maintenance of
way work, commonly known as extra gang labour. The contract has proved
to be an exceedingly convenient method under which the railway was able to
take care of intensive work programs which had to be squeezed into the short
summer season. The Welch interests were able to employ their special
facilities to secure quickly the casual labour required for extra gangs, which,
as I said, was extremely fluid. In 1951, however, the Brotherhood of Main-
t_enance of Way employees obtained certification under Canadian labour legisla-
tion authorizing them to represent all maintenance of way employees on the
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C.N.R., including extra gang labourers, who then became subject to such
representation. Because of this and consequential interpretations of the wage
agreement, which is commonly known as wage agreement No. 13, all the
existing contracts with the Welsh company will be terminated at the end of
May this year. That is when the existing contract runs out. Meetings have
been held between railway officials and the Brotherhood officers to clarify the
positions in this respect. Now, in saying this, I would like to make it perfectly
clear that the railway reserves its right to award contracts for specific projects
in this or any other field, if such is found to be in the best interests of the
railway. Perhaps I could enlarge on that statement a little to say this, that
the R. F. Welch Company to which I have referred has for many years had
special facilities whereby they were in touch with the recruitment of labour
in the form of immigrants. They were able to do that on a basis that the
railway could not tackle at all. We found they had arrangements with the
Italian government, to take one example, whereby they advanced the fare of
these immigrants, gave them contracts of work, which usually ran for a year,
and generally looked after getting them established in Canada. That was

one source of supply for labour that they brought to the railway in the form
of these extra labour gangs.

In addition to the immigrant class of labour, the R. F. Welch people per-
formed a very useful service to Canada, in my opinion, whereby they were
able to get in touch with people whom you might call the unfortunates of
the land who got into trouble in one form or another. The Welch organization
took care of them, provided them with assistance and finally got them straight-
ened out, and took them on their gangs. In some cases the Welch organization
advanced them money, and so on, and generally had arrangements for looking
after't}}ese people. It was a very useful arrangement, and I am sorry to see
that it is coming to an end. However, because of the fact that the Brotherhood
has now secured this certification, we are now making the arrangement on
the basis that there will be only railway employees, insofar as railway workers
are goncerned, on the line. If, however, the R. F. Welch people are prepared
to bid on a contract—and we do not know if they are yet—on a tender basis
which W(_)uld be open to anybody, then it may be that we will accept the con-
tract_ ba51§ of work whereby the R. F. Welch Company will undertake to do a
specific piece of rail laying. Possibly they may take a certain mileage and
say, “w_e will bid you a price to lay that rail”. What their understanding with
labour is in that situation is none of our concern. Confusion has arisen under
past practice because the new interpretation of the wage agreement meant
th_at the Welch labourers who were working under contract were mixed in
mth.gur own extra labour gangs despite the fact that there were different
cond_ltlons in respect of hours of labour and, in some cases, arrangements for
feeg:hng and things of that kind. The confusion arose under the agreement
which, as I say, is now being reconciled by our cancelling that type of agree-
ment altogether. Some statements have been made, which I personally deplore,
that this Welch contract represents a form of slave labour. Nothing could be
more nonsensical. The rates of pay by the R. F. Welch people have been
quite comparable with the railway rates, and the only special condition that
gpp_ly arose out of the special services which the Welch people render to these
individuals. I have a statement here which shows that the basic rate for
lab_ourers running through Ontario, Manitoba, Saskatchewan, Alberta and
British Columbia, is the same rate as is payable by the railway, subject to this,
that the rate is 90 cents an hour and while the C.N.R. pays the same rates
after a six-months period we advance the rate to ninety-five cents. The increase
has not applied, as far as I know, to the Welsh gangs, because they have this
special situation. I have heard comments to the effect that these are bound
labourers under a year’s contract. That is true in a sense, but as far as we
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know the Welch people have never stood in the way of any labourer who
wished to leave, and in point of fact the figures demonstrate that. The number
of immigrants brought into Canada by the Welch people in 1953, for example,
was 1,022 and the number of immigrants who left Welch's employ prior to
the expiration of the twelve months guarantee period was 645. That does not
indicate that there was any hardship imposed on these individuals if they
wished to leave the employment after they became more familiar with Cana-
dian conditions. That is the story, as well as I can tell it, but there may be
points on which you would like to question me further. I think that I have
enough material here to cover any question that may possibly arise.

Mr. WeAVER: I think that that is a very clear explanation which you
have given.

Mr. FurTon: I take it that, while they may regret that they did not get a
settlement of this during the concurrence of the contract, nevertheless the situ-
ation from their point of view will be cleared up by May this year.

Mr. Gorpon: That is my understanding. The certification came into effect
in 1951, but the wage agreements which came under that certification did not
take place until April 1953. By that time we were in such need of getting
our work gangs planned for that we entered into a further year with the
Welch people, and that brought us through into this period. The expiry of
the contract in May will take care of that additional situation. Having said
this, I would like to add that we are very dubious that we are going to be
able to recruit the labour of the type we need through the Brotherhood of
Maintenance of Way organizations. For instance, we have asked them if
they are prepared to guarantee labour to us, and they have said “No”. The
Welch people will undertake to provide so many men at a given place at a
certain time for a particular work, and in the course of our discussion with
the union representatives we have said to them, “Look here, if you want us
to withdraw from this Welch contract, will you undertake to find us labourers?”
If I am not mistaken, the answer was definitely “No”.

Mr. FuLron: They have had recent meetings with you, on February 8th
and March 11th?

Mr. Goroon: Yes.

Mr. FuLTtoN: So this discussion was at those meetings?

Mr. Gorpon: Yes, part of the discussion took place then. That is why I
say that we shall have to wait to see how this works out. If we are able to
recruit the labour for the vital needs of the railways, well and good. But if
not, we will give Welch a chance to submit a tender to us and we will be
able to see what it is.

Mr. FuLToN: Have you informed the Brotherhood of the expiry of the
contract in May?

Mr. GorpoN: Mr. Dingle tells me that this will be the first intimation.
We have not served formal notice on them yet. Mr. Dingle tells me that we
have served notice on Welch, but this is the first definite statement that the
maintenance of way unions will have.

~ Mr. Fuuron: I was going to ask you whether they had indicated any
satisfaction or dissatisfaction. They obviously would not have been in a
position to do so as yet. I shall have to put it this way. In the course of your
discussions with the Brotherhood arising out of this situation, and particularly
the two meetings in February and March of this year, were there any dis-

cussions on the termination of this contract and, if so, did they express
themselves as being satisfied or dissatisfied?
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Mr. GorpoN: I would like to tell you much more about our discussion, but
I do not think it is advisable. I do not think it will help the relations between
the union and the railway.

Mr. FurTon: I have a question, and will you let me know if this trespasses
on grounds which it would not be advisable to cover? It is on the point
of whether the termination of the contract in May was discussed, and if so
whether the Brotherhood indicated that that would meet their point of view?

Mr. GorpoN: I will have to say this, that in the last discussions we had
with the two representatives of the unions we thought that we had reached
an amicable understanding on all points. After they had left us and dis-
cussed it with their committee, they came back and we found that we did
not have an agreement, and that is where the matter stands now.

Mr. FuLton: So they have not really expressed any point of view?

Mr. GorpoN: They have not expressed any point of view about this
statement. The statement is that we have notified Welch that we will dis-
continue the present form of contract. The question as to whether or not
we will now discuss a contract tender with Welch or anybody else is still
something that may cause difficulty, because there will be a feeling that they
have a right to work on the part of the members of their union.

Mr. Furton: I take it, though, that you would not be inclined to put
it on a contract basis if you found that in fact the men now members of a
union are sufficient for the purpose?

Mr. GorboN: That is quite right. We have no specific desire to go to the
tender contract type of thing unless it is demonstrated that we can do the
same thing more effectively, as well as at a lesser cost. The recruitment is
what we are worried about, that is, getting the type of labour that we need
at the right time and at the right place. That is very important to the railway.
I read the newspapers, and I understand that there is some concern about
unemployment here and there but, there are places where we cannot get
workers at the right time and at the right place.

Mr. FuLTtoN: Perhaps it would be better to leave it until you hear further
from the Brotherhood.

Mr. GorooNn: I think so. I do not want to leave the impression that this
matter is a clash or a dogfight between the railway and the union, because
it is not. We think it will work out in the usual way in which we. do

things, and I would not like you to get the impression that I am suggesting
that there is any battle between us.

Mr. Furton: I am not suggesting that, my own view is that where possible
these things should be worked out with the unions, and only where it is

impossible to work it out would we take an interest. How does the C.P.R.
have this work done?

Mr. GorpoN: They have not been a party to the Welch contract. They
have had others of the same type, but not actually with Welch.

Mr. FuLron: In other words, they have a mixture of contract work for
maintenance of way and direct employment? v

Mr. GorboN: Yes, contracts of one form or another. Not necessarily the
same, but there was a mixture. It was a great shock to the railways when
the union succeeded in getting certification for these so-called extra gangs.

We stated at the time that it was a great shock, and we have not yet adjusted
ourselves to the implications of that position.

Mr, HauN: T was just going to ask whether a formal agreement was

arrived at, but apparently there was not, so I shall not need to ask the
question.
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Mr. JOHNSTON (Bow River): There is one matter which I think should
be mentioned here. I am glad that Mr. Gordon has clarified the relations
between the union and the railroad, because most of the members, I think,
have had that submission from the union in regard to this agreement, and
I think that Mr. Gordon has fairly cleared that up. When he was speaking
on Monday he said that the Welch company found a good deal of their labour
from immigrants coming into the country, and apparently there were some
agreements between the Welch company and some foreign government—I
forget which.

Mr. GorooN: The Italian government.

Mr. JoHNSTON (Bow River): Now, Mr. Chairman, that leads me to ask
Mr. Gordon this question. In view of the fact that we have a growing unem-
ployment problem in this country at the present time, does he not think that
it would be in the interests of the railway and the country as a whole to make
some further investigation as to the conditions under which these immigrants
are employed by the Welch Company, to see to it that these people are not
brought in here to supplement our own workers and that the Welch Company
do not pay them wages which are not union wages and to see that their con-
ditions are such that they compare favourably with the workers who are in
Canada. Now, it does seem to me that unless the railway concerns themselves
about this that there is going to be a great deal of criticism hurled at these
railways because they are not properly taking care of their own people who
are unemployed and who are capable of working at this type of work. I would
hate to think that there has not been due consideration given in the past. We
did notice Mr. Gordon’s statement when he said the Welch Company make
tenders for their contracts and that it was no concern of the railways what
wages were paid. I think his words were to that effect. You will correct me if
I interpreted it wrongly. I will trust that the railways will make it their con-
cern to see that we do not get idmmigrants brought in here by the Welch
Company and put in here in competition with our own labourers at a disad-
vantage as far as wages are concerned.

Mr. Gorpoon: I would say that you cannot have it both ways. Under the
contracts as they have existed we have had a definite interest in seeing what
wages were paid. The benefit of that is that the hourly wage paid to the
worker of the Welch staff is approximately the same as the railways, but if
I am being forced to get rid of that kind of contract the situation may be now
that I will call for tenders for work which may be from the Welch Company
or the Jones Company or different companies and I am certainly not going to
take the responsibility of telling such companies how to run their business.
That is up to them. As far as your plea in regard to the immigrants is concerned
I express the opinion that they are adequately cared for. They have their gov-
ernment which stipulates the conditions under which they are brought to this
country and furthermore they are brought in under the auspices of our own
Department of Immigration and are quite adequately supervised. Their welfare
and interest is properly taken care of. You cannot have it both ways. If I call
for a tender from anybody, whether for building a building or laying a line of
track and I get a price for that tender then it seems to me it is his business
how he operates his particular piece of work. I cannot run everything in this
cguntry. Sometimes I think that I am not even doing a very good job in run-
ning the C.N.R., but even so it is a full time job.

Mr. JPHN§TON: When the railway is taking on such a contract as this, and
they had it with the Welch Company and then they decided to terminate their

contract }vith the Welch Company, was that because some of these employees
were enlisted in the union ranks? !
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Mr. Gorpon: No. The only reason was because of representations made to
us by the brotherhood that the operation of the Welch Company as it then
operated was a violation of the terms of wage agreement No. 13. That became
a question of interpretation and I do not know that we were absolutely right.
It was a new condition. When the wage agreement was worked out under the
authority of the certification which I mentioned, in relation to the men on the
line we recognized that there was some justice in the brotherhood’s representa-
tions and we have talked and discussed it and arrived at something which we
think is fair. It removes the complication which was basic in regard to the

existing Welch contracts and they were difficult to explain to the union
members.

Mr. JounsToN: If the workers of the Welch Company become unionized

that would not have any bearing on your hiring them or giving them the tender
under the new contract?

Mr. GorpoNn: I have nothing to do with the workers of the Welch Company
whether they are unionized or not.

Mr. JouNsSTON: It would not have any effect on the decision?

Mr. Gorpoon: No. I call upon the Dominion Bridge Company for a tender
to build a bridge. All right; they build a bridge at a price. That is it. I do not
know what their arrangements are with respect to labour or purchases or
anything else. That is a fact. Of course, mind you, there is this to be said, in
all our contracts on which we call tenders there is what is called a fair labour
clause in the contract. That is a matter of general policy. That I suppose
would have a bearing on the point you had in mind.

The CHAIRMAN: Shall the heading carry?

Carried.

Mr. FuLton: In paragraph 31 it says: “A board of conciliation was
established to deal with the demands of the brotherhood of locomotive firemen
and engine men. At the close of the year the board had not yet made its
recommendations.” Have they been received since then?

Mr. GorpoN: They have.

Mr. FuLTOoN: Are you in a position to report anything to us on this?

Mr. GorpoN: Yes. I am trying to get in my mind the sequence of events.
There have been quite a number of demands made and we came to a general
agreement in respect to the demands and what complicated and delayed it
was that there was a jurisdictional disposition between the firemen and the
engine men of which you probably heard. It is a long standing dispute dating
back to 1946. The railway was in the middle of a jurisdictional dispute and we
could not get anywhere. A Board of conciliation under the chairmanship of
Mr. Justice Maybank took that problem in hand and after some discussion it
was referred back. About a month ago, I think, our officers reached an agreement
on all points without having to go back to the board of conciliation. In other
words, they straightened out the jurisdictional dispute and we reached an
agreement on all points except one. That was in regard to a wage increase
included in it which they wanted to have made retroactive back to February
1954.

I took exception to it because I felt that the retroactive payment was unfair
for the obvious reason that we have no place to recover such a payment, and
it is a direct and new charge upon our 1955 expenditures. Because of that the
whole matter was referred back to the conciliation board. Mr. Justice Maybank
sat on the matter along with his two colleagues the other day. Just before I
left I was advised that the board had brought in a unanimous decision sup-
porting the men in their request for a retroactive payment. The effect of it
will be to cost us $1,730,000 additional expenses in our 1955 expenditures which



TS T

80 SESSIONAL COMMITTEE

is not allowed for in the budget which I am presenting. Of the total, $750,000
represents retroactive payments, and the balance will represent the full new
rates for the year 1955. This gives an indication of the sort of unexpected
expenditures that we have to face and why it is so difficult to present a budget
which will stand up.

Mr. FurTon: I agree.

Mr. MACDONNELL (Greenwood): Have you anything to report under item
number 32?7

Mr. Gorpon: This one is not settled yet. Under this heading it is difficult
to be precise about these negotiations, because they are going on all the time.
The last time I looked at it we had something like 47 agreements open, the
demands of which if granted in full would cost us an additional $16 million to
$17 million a year. These are for wage requests outstanding as of March 1st.
There were 51 actually and the estimated annual cost was $15,362,000. These
are current all the time.

Mr. FuLTON: Are all your agreements yearly?

The WITNESS: Yes, I think so. I cannot remember one that is not. They
are all yearly.

The CHAIRMAN: Shall the heading carry?

Carried.

We are now on “Taxes, rents and other income accounts.” Are there any
questions on this item?

Seeing that is now 6.00 o’clock, I suggest that we adjourn until 8.00
o'clock, when we will continue with this heading.

EVENING SESSION

MarcH 29, 1955

."I‘he CHAIRMAN: Gentlemen, we now have a quorum, so we will be in a
position to go on with the item on which we left off at 6.00 o’clock. We are

now on the item “Taxes, rents and other income accounts.” It is on page 9
of the report.

Are there any questions on that heading of taxes, rents and other income
accounts? Does the item carry?

Carried.
“Hotel operations”?

Mr. HamiLton (Notre Dame de Grace): I have a question on that. In
the second paragraph of item 35 there is a reference to the introduction of
depreciation accounting. Have we a figure showing the depreciation in 1954
In respect to the hotels?

Mr. GorboN: The depreciation for 1954 on the hotels is $447,074.

Mr. Hamiuton (Notre Dame de Grace): What was the income from the
hotel at Vancouver?

“Mr. Gorpon: The @ivis_ion that we made with the Canadian Pacific Rail-
way rests on net operating income, and it was $427,249. That was our share
of the net operating income.

Mr. HaAMILTON (Notre Dame de Grace): Do we make a split of that 50-50?

Mr. GORDON: There is a formula and it finally comes down to a 50-50

split, but it is a rather complicated system and it X P 1 -
rental and one thing and another. ) B -peonioes das wshangery
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Mr. Haminton (Notre Dame de Grace): Is the division arrived at before
or after charges for depreciation on the hotel Vancouver itself?

Mr. Gorpon: Before. The figure I gave you is the net that we get;
$427,249; $106,585 is the depreciation figure which is applicable to it.

Mr. HAMILTON (Notre Dame de Grace): You say that our share of the
operating profits from the hotel Vancouver was $427,000 odd?

Mr. GORDON: $427,249 yes. ¥

Mr. HaMILToN (Notre Dame de Grace): And depreciation was $106,000
odd?

Mr. GOrpON: Yes.

Mr. HavaLtoN (Notre Dame de Grace): Do we have to pay that back
to the corporation or how is it handled?

Mr. GorpoN: The situation is this: The Canadian National Railway is
the owner of the building and we are in effect the landlord. The hotel is
rented out to the Vancouver Hotel Company as such, and the Vancouver Hotel
Company is jointly owned between the Canadian National Railways and the
Canadian Pacific Railway.

Mr. HamarLtoNn (Notre Dame de Grace): 1 see. So that in fact the
rental which is received for the building is applied against depreciation?

Mr. GorpoN: It accrues to us as the owner.

Mr. MACDONNELL (Greenwood): But depreciation is entirely the concern
of the Canadian National Railways as the owner.

Mr. Gorpon: That is correct.

Mr. HamiLToN (Notre Dame de Grace): Could Mr. Gordon tell us, while
we are under the heading of operations, whether the hotel properties which
were sold were profitable?

Mr. GorpoN: They were covering their operating expenses, but they were
not paying sufficient to cover depreciation and interest.

Mr. MACDONNELL (Greenwood): Could we have the total of operating?

Mr. GorpoN: The total of what?

Mr. MACDONNELL (Greenwood): The total of the operatign surplus before
depreciation for the four hotels? I have not added them up.

Mr. GorpoN: For the year 1954, I will give it to you in just a moment. I
will add them up here, yes, the net operating income of the four hotels was
$82,907 in the year 1954.

Mr. MACDONNELL (Greenwood): I have one other question about deprecia-
tion. I think you said that was depreciation on the hotels. I imagine that
was for the Vancouver hotel, and it was $447,000? }

Mr. GorboN: No the Vancouver hotel was included.

Mr. MACDONNELL (Greenwood): No, no.

Mr. GorpoN: The total depreciation which I mentioned for all the hotels
is $447,000.

Mr. MACDONNELL (Greenwood): Would that include the hotel Vancouver?

Mr. Gorpon: That included the Vancouver and the figure for the Vancouver
hotel was $106,585.

Mr. MACDONNELL (Greenwood): That $447,000 is depreciation on the total
value of what?

Mr. GorooN: Of the buildings only, the property investment in which was
$36,229,633. That was the valuation of all the hotels in the 1954 accounts.

Mr. MACDONNELL (Greenwood): Including the Vancouver.

Mr. GorpoN: Yes, including the Vancouver.
56822—6



82 SESSIONAL COMMITTEE

Mr. MACDONNELL (Greenwood): I am not an expert on depreciation, but it ’

does not seem very large.

Mr. GorpoN: Well, the method we follow is more or less the standard
method. It is based on a 40 year sinking fund basis. Incidentally I might
comment in regard to the four hotels, that all of them were in need of very
heavy capital expenditures and that was one reason we came to the conclusion
that there was not enough income in the prospects for those hotels to proceed
with heavy capital expenditure.

Mr. HamiLton (Notre Dame de Grace): Now, Mr. Chairman, the book
value of these hotels was approximately $3,289,000.

The CHAIRMAN: Where do you get that figure?

Mr. HaMmiLtoN (Notre Dame de Grace): From pages 246 to 248 of the
committee report of last year, the shareholders’ listing the C.N.R. hotels and
giving the capital cost in 1953.

Mr. GorpoN: Your figure was what?

Mr. HAMILTON (Notre Dame de Grace): Well, the figure I picked out
from that particular report was $3,289,000.

Mr. GorbpoN: Yes, that would be right.

Mr. HamiLToN (Notre Dame de Grace): Have we a figure for the appraised
value as against the capital cost?

Mr. GorpoN: No, we have no appraised value figure in the sense of
independent appraisal, no.

Mr. HaMIiLTON (Notre Dame de Grace): There is no other comparable
figure, in other words, to arrive at the value of the hotels?

Mr. GorpoN: No, merely the book value that you have referred to.

Mr. HaMmIiLTON (Notre Dame de Grace): What figure did you receive for
them, Mr. Gordon?

Mr. GorboN: For all the hotels?

Mr. HamILToN (Notre Dame de Grace): Yes.

Mr. GorpoN: That is one of the things we have mentioned before as the
type of information which is not available to the committee by reason of the
fact that it affects the business of other people. However, I can tell you this,
that. based on the book value, less depreciation and with an adjustment for
an inflated land account that applied to the Prince Arthur hotel, the sale of
the hotels pretty well wiped out the book value.

Mr. HamiLTON: (Notre Dame de Grace): Was the adjustment for land
value a major factor in this transaction?

Mr. GorpoN: The amount of the adjustment of the land value of the
Prince Arthur stood in our books at $592,000, which arose out of an unrealistic
allocation made to the Prince Arthur hotel at the time of the acquisition of
the Canadian Northern terminals by Mackenzie and Mann. It is an old, old
transaction that was carried on our books without adjustment. Therefore,
when we made our adjustment that adjustment was from $592,986 down to
a current value estimated at $250,000, so that $342,986 of the adjustment which
I have referred to represented a write-down of that land value. .

Mr. Hamiuron: (Notre Dame de Grace): And about the time of the
sale of the hotel?

Mr. GorpoN: It was done as part of the bookkeeping adjustment when the
hotels were sold, yes.

Mr. HA_Mn.'rorf (Notre Dame de Grace): So that if I understand your
statement rightly in this transaction we had the original capital cost of the

Y,
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hotels less their depreciation and had there been no other consideration
 entering into it whatsoever the transaction would have shown a loss in the
" neighbourhood of $340,000.

Mr. GorpoN: You will have to say that again.

! Mr. Hamirton (Notre Dame de Grace): 1 said we had the original
' capital cost of the hotels less depreciation. Now, after making such adjust-

. ment in your actual transaction at that time the transaction would have

{ shown an approximate loss of $340,000, because you have already told
. us that taking the three factors into consideration, capital costs, depreciation
. and write-down of land value the price obtained for the hotels just about

wiped them off your books and therefore we have accounted for every one
of the factors and my reasoning in respect of write-down of the land value

' is $340,000. So to equate the money you received for the hotels and your

book value there was a basis of $340,000 to take care of the land value write-
down.

Mr. GORDON: There is something wrong in that figure, but I have not
been able to spot it yet.

Hon. Mr. MARLER: What are we trying to get at, Mr. Hamilton?

Mr. MACDONNELL (Greenwood): Could I just make one remark there?
It seems to me that this is quite different from anything else that we have
been discussing. Naturally we do not attempt to try to carry on the business
of the railway. Instead Mr. Gordon does it and we ask him what he is doing.
Here, however, we have got something which I think is quite different. We
are going out of part of our business and I think that we as shareholders
or representing the shareholders therefore are in a quite different position.
We ought to be put in the position where we can arrive at some conclusion
as to the basis on which this transaction was made because it is not in the
ordinary course of business. Now, I am disappointed that we cannot be
given those sale figures. In the province of Ontario I believe it is a fact
that the sales price must be indicated when the property is sold. I don’t know
if that is true in the province of Nova Scotia. I was hoping it was true every-
where so that there would be no difficulty whatever about our being given
the sales price.

As a matter of government policy I venture to put that to the minister
and to ask him to consider whether we, as I say, representing the share-
holders when we are told that part of the business is being abandoned should
be given every possible bit of information.

Mr. Pourtor: Mr. Chairman, the point raised by Mr. Hamilton was highly
technical but inasmuch as a layman may understand it he wanted to establish
the real value of the Vancouver hotel in order to know the proportion between
the revenue and the real value of the hotel. Was that it Mr. Hamilton?

Mr. HamiLtoN (Notre Dame de Grace): No, Mr. Chairman. Actually,
having obtained the information from the Hotel Vancouver I then proceeded
to the sale of the hotels and there was no relationship between the two.
Perhaps I should revert. I think I can make it fairly understandable to all of
us in this way. When we inquired about the sales price of these hotels
Mr. Gordon said, “I can’t tell you the sale price of the hotels.”

Mr. GorpoN: No, I beg your pardon, what I said was I don’t think I should
tell you.

Mr. HamiLToN (Notre Dame de Grace): I am sorry, I beg your pardon.
Mr. Gordon said, “I don’t think I should tell you the sale price of the hotels

but I can tell you that after taking into account the depreciated value of the
56822—63
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hotels and an adjustment in respect of the land value for a given hotel the
price we received just about wiped them off the books”. I think that is a fair
statement.

Mr. GorpoN: That is right, and I was trying to be helpful but I realize I
probaly said too much.

Mr. HamiLtoN (Notre Dame de Grace): So I then turned and I said that
since in this particular transaction we had the depreciated value of the hotels
and we had the sales price and we had a write-down of the land value—just
those three factors to consider—had the land not been written down, had the
transaction been carried through with the land at the same value that it had
been on the books of the railway for many years there would have been a loss
on the transaction of $340,000, which was the amount that Mr. Gordon has told
us the land was written down by.

Mr. Gorpon: Well, there is not any doubt about it, Mr. Hamilton, that on
the basis of the figures that I have given one by one you can without the
exercise of too much ingenuity put them together and arrive at what the sale
value of those assets must have been. I am in the hands of the committee. I
say to you that as a general principle the management of the railway has
always been supported in its stand that it should not reveal transactions taking
place with third parties. I have nothing to conceal about this. There is nothing
mysterious about it, but I think I am bound by that principle and I don’t think
I should answer questions which have the effect of revealing indirectly the
answer to a question which has always been regarded by this committee as not
properly answerable.

The CHAIRMAN: I think there is a distinction between what you are saying,
Mr. Gordon, and what Mr. Macdonnell said, and that is this: I don’t know
about the law of any other part of the country but actually in Ontario the price
may be given so that the public at large can make themselves aware of what a
certain transaction was. That is a different principle than a vendor voluntarily
giving away the price he received for his property. Do you not think there
is a distinction?

Mr. MACDONNELL (Greenwood): I do, but to me the real question of prin-
ciple which I raised and repeat is that while I quite recognize what Mr. Gordon
says as to the principle which has heretofore been followed and which I want
to follow, it seems to me when you come to a place where you are ceasing to
carry on a part of your business an entirely different principle arises. I
appreciate the fact that Mr. Howe jocularly said in the House that we could
sell the undertaking and I am sure no one would consider that seriously. But
here we are going out of the hotel business and I would urge very strongly
that parliament in such an event should be informed because that would be
a very substantial change of the whole of the enterprise.

Now, here it is not as clear-cut as that, but I do suggest that it is different
from ordinary business transactions and unless there is some obligation in
honour to somebody else that Mr. Gordon feels holds him back if this is merely
a matter of following a principle which we have followed in this committee I
venture to suggest, Mr. Chairman, and particularly to the minister, that this is
a very different situation from the ordinary business transactions. This is the
ceasing to carry on of a private business.

Mr. Goroon: Well, my difficulty, Mr. Macdonnell, is this. These hotels
ha\{e been sold to Mr. Thorn and the syndicate. They were the result of tenders
which were received from all interested parties to whom we advertised and
fr?m whom we invited tenders. I have no idea what Mr. Thorn is going to do
with the h'otels but it is a matter of his private business what he paid for
them_and if we divulge the selling price I think we are unfair to the seller
who in the normal course of business transaction is entitled to have secrecy
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preserved in regard to transactions of that kind. If I am in the position of
having to do business across my desk with people who would be buying and
selling something to the railway and I have to say to them, “Now, anything
you quote me in regard to price I will have to disclose,” I am going to be at a
very decided disadvantage in marketing whatever I have to market.

Mr. MacpoNNELL (Greenwood): 1 agree, but I am putting this forward
as something that is very different from the ordinary business transaction.
I suggest this is not in the ordinary course of business and I also suggest that
a person dealing with the railway in this connection, the railway acting on the
part of the government, I would find it a little hard to believe that it would
expect that parliament would not wish to be informed as to this transaction—
again let me stress—which is not in the ordinary course of business.

As the chairman has pointed out, as far as the province of Ontario is
concerned I think the Ontario law would compel the price to be disclosed.
I cannot speak for Nova Scotia.

Mr. GorooN: The difference is that these four hotels were sold en bloc
and there is no breakdown in regard to any one hotel. The bid we got was
one dealing with the four rather than individually. We had all sorts of bids,
some of them wanting one, some of them on two, but we took the best price on
the basis of selling en bloc. I have not any idea of how to apportion the
amount the purchaser is prepared to allocate to any one hotel.

Mr. Thorn and his associates may in due course be selling one or two
of the hotels, and I do not think it would be fair to him for us to start in to
name the over-all purchasing price, which is subject to that division.

Mr. MACDONNELL (Greenwood): I wonder if, as a matter of fact, what you
have just said has not strengthened my argument.

Mr. Gorpoon: It was not intended to, I can assure you.

Mr. MAcCDONNELL (Greenwood): But I am wondering if, in fact, you have
one over-all price and it is disclosed in your transaction. I wonder if that
does not really relieve the situation and set you free.

Hon. Mr. MARLER: It seems to me, Mr. Chairman, that to the extent that
the information is available, because some fee has been registered, I take it that
that is public information which can be procured at the Lands Titles Office or
the Registry Office, to the extent that it is there. I am not a member of the
committee, but I do not think myself that it is the function of the vendor to
discuss the price paid by the purchaser of these particular properties. If the
information is public because the deeds have been registered, then anybody
who wishes to go to that source for that information should be at liberty to
do so, but I would feel myself that the president of the railroad should not
be put in a position where he should reveal information which, I think, more
properly should be revealed by the purchaser himself. If I might add a further
word, I cannot help thinking that the committee very easily could find itself
engaged in the consideration of a large number of detailed transactions. The

moment we start saying that, whether it is for a hotel property or whether it
would be for some other property supplied to the railroad, we must say what
was paid for this property, we must see what the appraisal was, so that in
effect we may substitute our judgment for theirs in connection with the
transaction, I think myself that is what we would be coming to, if we take
one of these cases and say, “Let us examine the history”. I am not saying
that as anything to reflect on Mr. Hamilton, but if he goes through the process
of obtaining the appraisal and then finding out what was paid for it and so on,
I think we have come to the point where we are passing judgment on the
board, and I doubt whether that would be the wish of the committee.
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Mr. MACDONNELL (Greenwood): I agree with what you have said with
regard to transactions in the ordinary course of business, but I think that this
is not a transaction in the ordinary course of business. I suggest that it is this
amount that shareholders would wish to be very fully informed about, even
though they did undertake it in the ordinary course of business. That is my
whole point. I appreciate that there may be a consideration vis-a-vis pur-
chasing, but that seems to me to be partly answered by the fact that the
information is going to be available. The minister’s conclusion is that that
information should be obtained separately, just because it happens to be
available in that way, but I am raising this question of principle, and I am
merely mentioning the other matter in order to help solve the difficulty. I am
sure Mr. Gordon feels that he may be, perhaps, doing an injury to the
purchaser, which is not what I or anyone else wants to do. Nevertheless I do
not think that this entitles the people of Canada represented by us to get this
information if in fact I am right in saying that this is quite different from
an ordinary matter, because it is not, I suggest, in the ordinary course of
business.

Hon. Mr. MARLER: I certainly do not want to prolong the discussion. I
agree with a great deal of what you said, but I expressed an opinion on what
seems to me a matter of law. We were considering the actions of a hotel
company in disposing of one of a large number of hotels, and whether that
would be regarded as the kind of transaction which would require the share-
holders’ approval in the normal course of events. If a company is selling
its whole undertakings and assets, it is customary to ask the shareholders’
approval there, but if you are selling one of the assets, I doubt very much
if it is required.

Mr. MurpHY (Westmorland): The consolidated balance sheet gives the
assets of the company, amounting to about $3 billion. I imagine that we could
ask for a breakdown of those assets, and in that way, if we have the assets
set out here, is there anything to prohibit a member from asking what is the
figure in regard to the hotels?

Mr. GorbpoN: We have given the book value. The book value appeared
in last year’s proceedings, and we are perfectly willing to repeat it. Mr.
Hamilton has the figure and has repeated it. As I understand it, he is looking
for the price paid by the purchaser for these four hotels. I suggest that
that should be regarded as the purchaser’s own business.

b er. Girris: He has it already. What he wants is a breakdown on each
otel.

Mr. MurpHY (Westmorland): If he has given the book value and we know
what the adjustments are—

Mr. BELL: Is there not a similarity between this sale and the sale of the
“_Lgdy” boats in 19537 The price was given for the two of those. It was a
similar case. The C.N.S. sold two lady boats in 1953, and the amount was made

known at the time. As Mr. Macdonnell said, it was the regular course of
business.

Mr. Goroon: As I recall it, in that case, the purchaser was quite willing
to have the figure disclosed. We have made sales where we have disclosed
the figures when the purchaser was willing to have the facts disclosed. I can
recall the sale of some property where the purchaser included the amount in
his own annual report, and therefore there was no reason why it should not
be disclosed. My point is that the disclosure should be made by the purchaser
and, as Mr. Marler points out, not by the vendor. We deal with thousands of
real estate transactions every year. We buy and sell property every day.
No one suggests that we should disclose the price in sales of that Kkind.

|
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Personally, I see very little difference except that this is a little more spec-
tacular and it has come more to the public notice. -The point is that I am
telling you in all my experience as president of the railway that it will be
damaging to the interest of the Canadian National Railway if we are put
in a position where we have to discuss the private business of individuals
doing business with the railway. I suggest that this kind of transaction
falls fairly within that restriction.

Mr. Pourior: Now, Mr. Gordon, if I may ask this, when the Canadian
National Railway buys some property, it is for their use; it is not for
speculation on real estate? Is it for the use of the railway or for real estate
speculation?

Mr. GorpoN: We have all kinds of property. We buy it for use, certainly,
but we have property which we hold for years, and it is held in our possession
in a variety of ways. We may find in due course that we do not need it and
we may dispose of that property. We do that again and again in the case of
property which we might need or make adjustments in one form or another.
Take, for instance, one very outstanding example; in the city of Montreal we
have literally hundreds, and I am sure I am not exaggerating, of property
transactions which we have made with the city over for years for the
purpose of arranging our terminal development. And we have property sold
and bought with the city and we are in that sort of thing all the time. We
do not buy it for speculation. We buy it for our own purposes.

Mr. Pourior: That was my view. When you buy a tract of property it is
not with a view of reselling it for a profit?

Mr. GorpoN: That is right. But there are times when we find that the plan

did not work out that way and we may have property for sale and believe
it or not sometimes we do make a profit.

Mr. PouLior: But your purpose is not to sell it at a profit. It may happen
that way.

Mr. GorpoNn: It may happen that way, but we do not buy it for speculation.

Mr. Pourror: It is not the purpose of the railway when you buy it?

Mr. GorpoN: That is right.

Mr. PourioT: Now, Mr. Gordon you know that there is this difficulty that
on this question of fence post and charcoal you told me last year it was
unethical. I say that to inform the members of the committee of the answer
I had last year. That kind of business is different from real estate transactions,
is it not? :

Mr. GorooN: I do not think so.

Mr. Pourtor: I will explain to you how it is different. It is because

the purchases of charcoal and fence posts do not appear at the registry of deeds
office. You know that, Mr. Gordon?

Mr. GorooN: That is right.

Mr. PourioT: And the price of real estate property appears in the registry
of deeds office?

Mr. GorbpoN: Not always.

Hon. Mr. MARLER: You know, Mr. Pouliot, very often in Quebec you find
the deeds registered and the price given as $1 for valuable consideration.

Mr. PouLior: I am coming to that. But, the deéds must be registered.

Hon. Mr. MARLER: Sooner or later.

Mr. Pourior: In order that your ownership is recognized. Therefore you
pass a deed with me for a sale of a tract of land which I might possess. This
is just figuratively speaking. And I sell it to you for $100,000.
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Mr. GorpoN: No sir, you certainly will not.
Mr. Pourior: Is it because you only consider larger figures than that?
Mr. Gorpon: No. I keep my own personal bank account.

Mr. PouLtoT: Suppose we are in business together and I am not a member
of parliament; I am a rich man and sell property to the railway.

Mr. GorpoNn: I can dream too, Mr. Pouliot.

Mr. Pouriot: Then I pass a deed and sell the tract of land to the railway
at great sacrifice for $100,000 and the price is an essential element of the con-
tact, as you know. Without a set price there is no contract of sale. You
know that, Mr. Gordon. It is not necessary to be a lawyer for that. A banker
knows that. You know that a price is an essential element of any deed of
sale. You know that.

Mr. GorpoN: I am not a lawyer but I will take your word for it.

Mr. PouLioT: I do not speak as a lawyer.

Hon. Mr. MaRLER: I think we will all agree on that, Mr. Pouliot.

Mr. Pourior: I thank the minister for giving that answer. Well now, the
price is set between the two parties, the vendor and the purchaser. It may
not appear in the contract but also it may appear in the contract.

Hon. Mr. MARLER: That is right.

Mr. Pourior: If those deeds mention a definite sale price it is public
because it has to be at the registry office and there is no reason for Mr. Gordon
not to tell us that. It is not like the sale of fence posts and charcoal in which
case it is unethical to tell us about it. Is there a set price on those deeds?

Mr. Goroon: Not to my knowledge. It is a price which covered the sale
of 4 hotels, which included not only the physical assets of the hotel itself,
but also furnishing and things of that kind. I do not know if anything would
appear in the registry office. But I hasten to assure you that if you ever

sell me any property at a great price I will be very happy to tell this com-
mittee about it.

Mr. PourtoT: Now you are answering me cleverly and I appreciate a clever
answer more than none. I will proceed with my questioning.
Mr. GOrDON: Quite.

Mr. Pourtor: And there is a basis for the argument. For me there is an
essential difference between a deed of sale of a tract of land whether with
buildings thereon or not and the sale of movable property.

Hon. Mr. MARLER: Or a mixture of both.

Mr. Pourtor: It might be a mixture of both. But the main consideration
is the value of the land and the value of the buildings thereon. Therefore, if
Mr. Gordon does not want to tell us about the movable property inside the
building we could know what the price is for the building. Well now, Mr.
Gordon told us to his knowledge he did not know if there was a definite price
for the building. He may have overlooked that information or he may have
forgotten it, but I am sure as president and chairman of the railway he must

have known about the value of the property and he must have established
the price before agreeing to the sale.

Mr. GorpoN: Quite, but if the purchaser, as in your example, is willing
to expose the price I have nothing to say about it, but this sale was on the
basis'that we sold a going concern in each case; we sold land and buildings,
certain parts of furnishings and equipment and the sale was made as an
operating business. I just say that it is a matter of principle with me that
I should not be expected to disclose the business of other people when they
are doing business with the Canadian National Railway, and that principle
has always been supported through the years in this committee.
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Mr. Pourior: Mr. Gordon I have been a practising lawyer for many years
and this is the first time I have heard that doctrine expounded anywhere.
That is the first thing; and the second thing is that the sale is public; it is not
a secret done behind closed doors. It is public.

Mr. Gorbon: That is right.

Mr. PourioT: And it is recorded at the registry office.

Mr. GorboN: I beg your pardon. It is not recorded there, to the best
of my knowldge.

Hon. Mr. MarLER: The deed does not appear to have been recorded so far.

Mr. PourioT: He said to his knowledge, but it was not a definite answer.
I want Mr. Gordon to say yes or no about it.

Mr. GorpoN: So far as I know it is not recorded.

Mr. Pourrior: That is not an answer. I want yes or no.

Mr. GorpoN: It is the best answer I can give you.

Mr. Pourior: With all the staff at your disposal you can get that
information.

Mr. GorpooN: Yes.

Mr. Pouriotr: Why not give it to us. It is not public. Anybody can go to
Vancouver and pay 50 cents at the registry office and have the information.
Why should we members of parliament not have it here?

Mr. MAcDONNELL (Greenwood): I appreciate the difficulty of Mr. Gordon
and I am going to suggest that this might be left over until tomorrow.

Mr. PourioT: Excuse me, Mr. Macdonnell, Mr. Gordon is my witness and
I do not stand for any interruption when I am questioning a witness.

Mr. MAcDONNELL (Greenwood): I thought you were through.

Mr. Pourtor: I am not through. I am sorry if I offended you Mr.
Macdonnell because I have a great respect for you. The C.N.R. officials come
here and no one is able to give the answer and I find it is pretty tough when
they give us the cold shoulder the way Mr. Gordon has done.

If he does not know he should know. It is for him to get the information.
He has only to tell one of his clerks to phone the head office in Montreal to get
the information. Last year I was laughed at. This year I am not to be laughed
at by Mr. Gordon or anyone else. How is it we cannot have the price of real
property which is in the hands of the railway? We are entitled to that because
any man who lives in Vancouver is entitled to that information, and may have
it by paying 50 cents. I would like to know what is the deed of sale of that—
is it $1 or some other consideration? If it is $1 million or $2 million, I want to
know what it is, and I have the right to know. Otherwise this committee is
a farce. I stood for it this year, but I am through with standing for it, and
I think it is pretty tough to speak that way to members of parliament, Mr.
Gordon. Will you give me the information or not?

Mr. Gorpoon: I will give you all the information that I know.

Mr. Pourior: How is it that you do not know it?

Mr. Goroon: I am not expected to know this information. I have other
things to do.

Mr. Pourior: Answer us politely and to the point.

The CHalRMAN: Mr. Pouliot, I do not want this to go too far. I do not know
that the officials expected that they would have to produce a deed or registration
instruments or anything of that kind. If this committee is intent on having the

information I suppose it could be given, but I think the matter can stand over.
If you want this information it can stand over until tomorrow,



90 SESSIONAL COMMITTEE

Mr. PouLroT: Mr. Chairman, I thank you, and I do not want my words to
be misconstrued. But when a witness tells me that to his knowledge he cannot
answer and when it appears to me that he could have that knowledge and he
refuses to have it, I find it tough. You suggest that we wait until tomorrow.
Anything to agree with you Mr. Chairman. We shall wait until tomorrow.
But we shall not be “high-handed” here by the witness.

The CHAIRMAN: Subject to that reservation the item hotel operations stands.

Mr. FuLton: What was the reservation?

The CHAIRMAN: It is with regard to certain information required as to the
value of hotels. I think, probably, that this should not have come up under
this heading at all. As a matter of fact it is with regard to the sale of four
hotels, the property of the Canadian National Railways. That is the reservation
—whether that information can be otbained. We shall come to that later, at
page 55. I would ask that the item hotel operation should carry because this
should not have come up under that heading at all.

Mr. FurTon: I was concerned to know what the reservation' was.

The CHAIRMAN: It can come up at a later time. Are there any other ques-
tions with regard to hotel operation.

Mr. FuLToN: Yes. With regard to the reservation and getting information
as to the selling price, I wish to say no more. I am a little late now. I certainly
hope we shall be given that information, but I will leave the discussion of that
over until we reach paragraph 80, I think it is. I am impressed by the fact
that according to the information given in paragraph 34 we are told in effect
‘that hotel operations are showing a better picture this year than they did last
year. My recollection is that they did not do too badly last year. I am
wondering if Mr. Gordon can give us a statement as to why it has now been
decided that the hotel should be sold.

The CHAIRMAN: I think that was answered before you came in, Mr.
Fulton. Mr. Gordon gave it as his opinion that the hotels were not showing a
profit considering the fact that interest and depreciation charges had to be
calculated.

Hon. Mr. MARLER: And there were heavy capital expenses.

Mr. FULTON: On paragraph 35. I take it this is a separate corporation,
to account entirely separately from the railway operation.

The CHAIRMAN: Is that with regard to the hotel at Vancouver? That was
answered before.

Mr. FuLTON: I seem to be somewhat out of date.

The CHAIRMAN: Shall the item headed “hotel operations” carry?

Mr. PouLrtor: Just before it is carried, is there something in regard to the
Queen Elizabeth hotel in Montreal?

The CHAIRMAN: It comes later under the heading “new hotel” in page 4.
The heading is “Service changes” and I think Mr. Hamilton wanted to ask
s9mething before with regard to coffee shop service. If there are any ques-
tions on that they could be put now.

Mr. HAMILTON (Notre Dame de Grace): I think we have got the majority
of the information, with one lacuna. What is the comparison between the
average cost of meals sold in our dining buffet cars in 1953 as against 1954?
Everything else Wwas answered previously I think.

Mr. .GORDON: The average expenditure per meal in 1953 was $2.279; and
in 1954 it was $2.228. That is for the dining cars as a whole.

Mr. HaMILTON (Notre Dame de Grace): What is your revenue per meal?
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Mr. GorpoN: The revenue per meal was $1.683 in 1953, and $1.707 in
1954.

Mr. HamrLtoN (Notre Dame de Grace): So that, in other words, despite
the introduction of the new buffet cars and the introduction of the lower
priced meals, and of the budget menu, there is, if anything, a very slight
increase in the average return per meal sold?

Mr. GorpoN: I gave you the figure earlier. We have reduced our average
loss per meal from 59.6 cents in 1953 to 52.1 cents in 1954. In other words,
our loss per meal has declined 74 cents.

Mr. HamiLton (Notre Dame de Grace): I think that is very creditable;
but I was interested.

Mr. KNigHT: Is that in dollars?

Mr. GorpoN: Yes; I should have said dollars ;it is 59 cents that I am talk-
ing about.

Mr. HamiLtoNn (Notre Dame de Grace): I was interested in what was
happening with our dining cars and our buffet cars as a result of the introduc-
tion of this new budget menu and the emphasis on low priced meals and the
introduction of this new service, because from our statement we see that the
actual cost of the dining-buffet car service has gone up only by a slight amount,
actually by some $14,000 whereas our revenue from dining and buffet cars
has gone up by almost $200 thousand. You will find these figures on pages
6 and 7; the revenues are given for the dining and buffet cars, and on page 6
the operating revenues are shown in the third line in the second column.

Mr. GORDON: These figures reflect what I have just given you in regard
to individual meals. Dining car-buffet services show as an expenditure, as

against the figure shown under revenue, and they produced the figure I just
mentioned.

Mr. HamiLtoN (Notre Dame de Grace): That is obvious. They produce
these results, but I was primarily interested in this merchandising business
because we seem to have had trouble or difficulty in selling passenger traffic
and other things in connection with the railway. We introduced better equip-
ment and apparently lower prices for the meals, yet our revenue has substan-

tially increased without any corresponding increase in our costs. Is that
correct? 7

Mr. GorpoN: Of course the question of volume is a factor which comes in

there. We did increase the number of meals served roughly by about 29,500
meals in the course of the year.

Mr. HamIiLToN (Notre Dame de Grace): You attribute most of that to the
introduction of new equipment?

Mr. GorpoNn:- I think there are a number of factors. We have streamlined
the service in the dining cars for the purpose of reducing the cost of the meals;
and with those budget meals you referred to, we are having more consumer
appeal, that is, the dining cars have more consumer appeal so we think it
will 1deliberately go up as the volume of traffic is beginning to show some
results.

We discovered in our analysis of this problem some years ago that only
about eight per cent of our passengers actually ate in the dining cars. It was
a luxury service. It was a service largely for people with an expense account.
And we felt that we at least should try to see if we could not encourage the
head-end, that is to say the coach traffic, to patronize our dining car services.
But we were up against two things. There was hesitation and timidity in
some respects among the coach traffic to turn up in the dining car. The

atmosphere was generally a little too rich for them, and in addition they could
not afford the prices.
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We started out to see if we could not do something about it. The dingtte
is one answer, and the budget menu is another. We have done some things
that people do not like. For instance, we took away the table napkins and
we use paper napkins for breakfast, but by and large we have demonstratgd
here that we can do something to help the problem and we hope that we will
continue to meet with success along that line.

Mr. HamiLton (Notre Dame de Grace): Actually the average passenger
on the train is today paying the same price for his meal as he was a year ago.

Mr. GorpON: Paying the same price for his meal?

Mr. HamiLtoN (Notre Dame de Grace): Your average in 1953 was $1.68.

Mr. Goroon: Yes.

Mr. HaMmiLton (Notre Dame de Grace): And in 1954 it was $1.70.
Mr. GorboN: Yes.

Mr. HamiLton (Notre Dame de Grace): So that despite the introduction
—and that was another one of the things I was wondering about—despite the
introduction of these new budget priced meals—I do think they are very good,
and you can quote me in your publicity on that—the average sale price per
meal has not declined at all.

Mr. GorboN: Yes, but of course the 1954 figure in some respects is a
misleading one because the dinette where we made a major reduction in price,
did not come into service until quite late in the year. We hope to see a
better figure in 1955. In the dinette you can get a respectable meal for around
$1 to $1.15. Before that it was very substantially higher; but we have not
got the influence of that sharp reduction in the dinette for a very great part
of the year. I think it was October or November before we got the dinette
into service and that would have an influence on the figure which you have
in mind.

Mr. HamiLToN (Notre Dame de Grace): I think you said that you served
29,000 odd more meals this year than last?

Mr. GorpoN: That is right.

Mr. Haminton (Notre Dame de Grace): And that your average price
per meal was $1.70?

Mr. Goroon: Yes.

Mr. HamiLtoN (Notre Dame de Grace): That would be approbimately
$60,000. Actually I think it is closer to $50,000.

Mr. Goroon: Yes.

Mr. HAMIiLTON (Notre Dame de Grace): We turn now to dining-buffet
car service and we find it has increased from $3,650,000 to $3,848,000 which
is an increase of $200,000. I can account for $50,000 of that by the explanation
you have given us, but where would the rest of it be?

Mr. HARRISON: Who cares?

Mr. GorbponN: I am afraid I cannot get down to details of that kind. I
sugpose I could do so with a little effort, but after all, this is a company with
a $640 million revenue and it does seem to me that we are getting down to
details which will take us an awfully long time to get through this report.
I am more than than willing to give information, but upon my soul we are
getting into decimal points on dining car services and it seems to me that we
are going too far.

Mr. HamiLtoN (Notre Dame de Grace): It is this $650,000 that I cannot
understand.

Mr. Gorbon: At least it is an increase. I will find out for you although
I cannot give it to you, right now.

The CHAIRMAN: Shall the heading “Service Charges” carry?
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Mr. Pourtor: I would like to know from Mr. Gordon who prepared the
menus of the dining cars in the last ten years?

Mr. GorpoN: It would be the dining car department.

Mr. Pourrot: Yes, but who in the dining car department?

Mr. GorpoN: We have a staff there for that purpose.

Mr. Pouriot: Too old dietitians?

Mr. GorpoN: I do not think so. We have a very competent staff in the
dining car department.

Mr. PourioT: But the menus are always the same. I wonder why you
have a big staff for that? It is always the same thing.

Mr. GorpoN: I do not think the record will show that.

Mr. Pourior: Oh yes.

Mr. Gorpon: I have in my hand the menus from the dinette cars which
will show quite a variety.

Mr. Pourior: Yes, but when you travel, Mr. Gordon, you travel in a
private car, whereas when we travel we do so on through trains.

Mr. GorboN: I have heard that one before and I can tell you that I know
what is going on. I go through the trains myself, so I know what is going on.

Mr. PouLtor: I know, but I am giving you my experience as a passenger,
and it is different from your experience as president of the railway. It is
unfortunate, but I have found the meals unpalatable sometimes.

Mr. KnicHT: 1 would like to say, Mr. Chairman, that I think the railroad
is to be congratulated on the establishment of the dinette service. It was a
recommendation of my own on previous occasions and I say that with great
pleasure because I think the management has changed its mind on the
situation. I remember asking Mr. Gordon some three years ago what he
proposed to do about the deficit which amounted then to about 65 cents a meal,
and if I remember correctly he said to me, “Well, Mr. Knight, every depart-
ment has to stand on its own feet and the only suggestion I have is to put
up the prices.” And I disagreed very violently with him on that occasion.

My idea about the dining car service particularly of a nationally-owned
railroad is that the service should not be selective but should be universal
and I think the tests of this success is the percentage of people of all classes
who use that train and I have found nothing but praise in my travels back
and forth for this new service whereby young people can come in and get
a doughnut and coke at any hour of the day. One does not need a heavy meal,
is my experience on the train, and particularly in the case of a woman who
is travelling with children. It used to sicken me to see a woman go in to
the dining car and paw over the menu and buy something for the children
and come out with nothing for herself. People carrying their lunches and that
sort of thing.

I think the thing has not had a chance yet to work itself out, but I think

it is a tremendously successful venture and I think will be found incalculably
successful as time goes on.

Mr. PouLrtor: I agree with you and Mr. Gordon, when the railway have
followed our advice they made progress, because they followed the advice of
the members of parliament. I give you credit for that, Mr. Gordon, even if
you won’t accept it.

Mr. Gorpoon: I accept it. I should give you some credit, Mr. Pouliot.

Mr. PouLior: You may not realize it but we are your best friends and
if you are above criticism you are doomed. We are helping you all the time.
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Mr. JAMES: Mr. Chairman and gentlemen, Mr. Gordon has a copy of the
dinette menu. Over the past few months I have been much impressed by
the very reasonable and filling and tasteful meals that you have on those.
For instance, I think there is a hot beef sandwich on there for 55 cents—
a real buy.

Mr. GorpoN: There is quite a range of prices here, all the way from 25
cents per portion up to 90 cents for such things as chicken salad or fried
pork chops, mashed potatoes, corn and brown bread, for 90 cents, I think you
will find it difficult to get those prices anywhere off wheels.

The CHAIRMAN: You can’t even buy that in the parliamentary restaurant.

Mr. HARRISON: I would like to re-echo something of what Mr. James
has said in regard to the very fine menus in the dining car and I think in
regard to what Mr. Hamilton said a while ago it is a little too early to find
what the dinette car is doing in the way of revenue for the railway at this
time because if my memory serves me correctly I went west in November
and they told me that train had the first dinette on it that had been on, and
it only went as far as Winnipeg so that on the transcontinental run I presumed
it was even later before they went right through to Vancouver and it won't
reflect until this year.

Indeed I want to congratulate you on this service because you have some
very fine menus at prices, as you say, that cannot be got off wheels, and
the.thing that I appreciate in travelling back and forth on the Canadian
National is this very service and the fact that you can dine at any time.
When we leave here we have often had some pretty busy times and you often
sleep ip in the morning and in the ordinary course of events with diners
you missed your breakfast but with these dinette cars you can get a very
reaspnable meal or you can eat late in the evening if you desire and our
habits here are such that we maybe get trained to these things. But it is
certainly something that I think will bring business to the dailways when
people know that it is available.

} Also myself I would prefer to go west as I do from time to time on trains
if I am not too rushed for time. With the type of dining car service and
the type o.f sleeping car service you have, I would much prefer to go west
on the train than go T.C.A. or any other de luxe air service for the simple

reason that you arrive there fully rested and your meals are certainly wonder-
ful in this service.

Mr. FurtoN: I would like to ask Mr. Gordon a question or two on para-
graph 41.

~ Mr. Gruis: May I ask Mr. Gordon when he expects to have one of those
dlpettg cars on as a demonstration from Montreal east? There is not any-
thing in the area.
Mr. GorboN: We only have six in service now.

: Mr. Pom_rmor: In the meantime, Mr. Chairman, all the battles in this com-
mittee end in battles of flowers.

Hon. Mr. MARLER: That is the menu here, isn’t it, Mr. Pouliot?
Mr. PouLioT: Yes.

Mr. _C}ORDON: Mr. Gillis, I should say this, that we only have in the
service six dinette cars. They are still in the experimental stage. They
are allocated now from Montreal west. There are none allocated to the east
at the moment. It will depend on the results of our experiments and I am
glad to have the favourable expression it has created before we embark on
the very large cost. These cars I might say cost us $255,000 each, so the six
cars we h.ave represent over $1,500,000, and we want to get some more con-
clusive ev.1dence both in regard to their popularity and also in regard to their
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service. The service is still experimental. We find some troubles in it. We
have had trouble in regard to training the crews and just now the service
could not be regarded as complete yet but it is our intention when we under-
stand the service to extend the use of dinettes where they will give us the
kind of result we would like to see. We have to start somewhere and we have
to place them in a regular service for test purposes the six cars are fully
utilized in this way at the moment.

Mr. Giris: I would have thought the best way to experiment would
have been to have placed one on each division. Of course, it does not surprise
me that you start from Montreal west because that is the general trend of
thinking. I have never seen anything done yet in the way of tests or sur-
veys but what Canada ended at Montreal. I think that the Ocean Limited
would have been a very good spot to try them out. If it is an experiment
they should have been tried across the country. We hope we will get one
down there.

Mr. KnicHT: What has been the general effect of the existence of these
dinettes on the little restaurant places in the stations like Hornpayne, etc.?

Mr. GorpoN: It has not been at all good. They are complaining now and
we will have to make some adjustment in that regard because most of these
restaurants are under contract with Canada Railway News. That is one of
the bugs we have got to work out. A

Mr. KN1GHT: The railroad is interested in these little restaurants?

Mr. Goroon: Well, in may cases operators have a concession. We rent
out the concession to the Canada Railway News and payment is usually based
on some share of the take by the concessionaire and right now they are
feeling the competition of the dinette cars.

Mr. KN1GHT: Well, it is a great convenience for these people who cannot
afford an expensive meal not to have to go out of the train.

Mr. GorpoN: That is right, but any new ideas always mean some upset to
established practice or trend.

Mr. FuLTon: I would like to ask Mr. Gordon a question or two under para-
graph 41. At the moment I appear in the role of peace maker. Tomorrow the
situation may be somewhat different. Mr. Gordon, when you come up here and
your company unfortunately has to record a deficit then I think you must expect
to be given the devil by parliament?

Mr. Gorpon: Yes.
Mr. FuLton: I think it is a new experience for you.
Mr. Pourior: Who gave hell to Mr. Gordon?

Mr. FuLTon: Let me preface my question by this comment. I am quite
certain that every member of parliament just as you yourself wants to see the
railway operate at a profit and therefore appreciates your problems in trying to
take care of those situations which result in a deficit on the local level even.
Nevertheless, while we all want to see the railway operate at an over-all profit
there is, it seems to me, to some extent a thought in the minds of the Canadian
people and in parliament that a railway also exists to give us service. I realize
that your competitor, the Canadian Pacific, is not under that difficulty. There-
fore, I relate that to this question of abandoning unprofitable lines. We all
appreciate your problem there but you will also appreciate the interest of all of
us here in seeing if service to people even although it might not show a profit
continued if that is at all possible. In paragraph 41 you have referred to the
general situation. Would you tell us what size of a problem this presents to
you? You may be able to show us an individual case where a particular line
presents a hopeless picture. In the over-all picture how justified is this problem;
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in other words, to what extent is it reasonable for us to say that you as the
president of this great national railway must expect to give us service even
though you do not show in a particular situation a profit. How sizable is the
picture?  How many unprofitable localities do you operate in?

Mr. Gorpon: Well, you have covered a good deal of territory in the general
question. I would like to remind you, however, that we are not free to abandon
lines on our own motion. We have to appear before the Board of Transport
Commissioners and the Board of Transport Commissioners holds a hearing at
which anybody affected by the proposed abandonment may appear and notice is
sent of the proposed case well in advance so that all interested parties have an
opportunity to appear before the board and to give evidence as to how their
interests would suffer in the case of abandonment of the line. Now, over the
years it has been construed very strictly indeed by the Board of Transport
Commissioners and the cards are stacked against the railway every time when
we apply for abandonment. We have to demonstrate not only that our loss on
the abandoned lines is of a character which does not justify operation; we also
have to demonstrate that there are alternative forms of service available to the
community. The Board will not be agreeable unless we are able to demonstrate
to their satisfaction in one form or another that there are very good transporta-
tion facilities available to the particular communities affected by any abandon-
ment. What really happens is this, looking back over the history of the railway.
The railway builds in a line to a given community; that may have happened a
hundred years ago or fifty years ago. In the course of time that railway has
developed the community and it starts off in the first instance as being practic-
ally the only form of transportation, but, by reason of the fact that the railway
has developed that community, industries and roads spring up and the whole
territory becomes a developed area, and alternative forms of transportation
come in. When the alternative form of transportation gets to the point where
?he traffic available to the railway is too low, then and then only do we feel
justified in saying, in effect, that the railway has outlived its usefulness for
that particular area. Now, the Board of Transport has enunciated this rule, and
X q‘uote from a note which I have in front of me. This, stated briefly, is the
attitude they take: “The issue in each case resolves itself into a question of
whether the loss and inconvenience to the public consequent on the abandon-
fnent outweigh the burden that continued operation of the railway line involved
imposes on the railway company”. In other words, they make a balanced
Ju‘dgmeny as to whether or not the degree of inconvenience to the public that
mxght arise by reason of the railway being abandoned is so severe that it out-
weighs the losses which the railway may incur. We know from our experience
that our only hope of convincing the board of the validity of giving an abandon-
ment is proof that that degree of inconvenience is so slight that it does not stand
up. Usually we do that by demonstrating that there is an alternative form of
tgansportatlpn that is readily available to the community. In passing I could
give you tt‘uS run down of the kind of facts of which the board takes account
w}_xen app}lcatlons for abandonment are placed before them. I mention these
briefly to indicate that a thorough investigation is made.

.The' following factors are taken into consideration by the board when
applications for abandonment are placed before them:

1. System revenues for at least three years.

2. System expenses for at least three years.

3. Present train service; volume and type of traffic.
4. Estimated annual savings to the railway.

.5. Distance between various stations on the line and railway
facilities and services in the area.
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6. Alternative services for freight, passenger, mail, etc.—summer
and winter.

7. Productivity of area.

8. Effect on freight rates.

9. Effect on employees.

10. Effect on property values and taxes.

11. Whether the population in the area is increasing or decreasing.

These are typical of the questions we have to answer. I have before me
a table which shows that between the years 1927 and 1954 the lines abandoned
in the system total 1,092 miles. I have also before me a table which shows the
applications we now have before the board. We have been making a very
special analysis of the thin traffic lines, having in mind the conditions that we
are discussing today in terms of our deficit, and we have had a number of de-
cisions from the Board dealing with old standing applications which over the
years have been rolled over and over, and we find that the Board is prepared
to take what we think is a more realistic view than has been taken in the past.

The “Scotia” to Faldives application was approved on January 21st and we
estimated an economy to us of $97,000 a year.

Now, remember that in placing our case before the Board in respect of
these portions of lines, we credit them with every nickel we can possibly think
of that can be attributed to that line. If traffic starts somewhere else and it can
be attributed to the existence of that line, we give it all the breaks. We know
from experience that we will only prejudice our case if we did otherwise. There
is an annual net economy of $97,000 by abandonment of that particular line.
The Board has recently held hearings on a number of applications, including
the following:

Trenton to Pictou Landing; Pedicodiac to Elgin, N.B., Hillsboro to Albert,
N.B., Montreal and Southern Counties Railway, P.Q.; Alliston to Creemore.
We have a half-dozen others of similar type which are being considered by the
Board and we have probably another eight or ten cases which we are looking
at ourselves, but on which we have not yet decided to apply for abandonment.
But I assure you that, by the time we get an abandonment, it has gone through
our own fine mesh screens, because we do not want to abandon lines which
show any promise at all, and our own judgment is a very severe one, so that
by the time it goes through all the analyses, I think I can say very definitely
that the abandonment is justified by every conceivable test.

Mr. FurLton: What you said raises one or two other questions. You said
that you are required to allocate to the particular proposal for abandonment
what, ‘I take it, have been system revenues and system expenditures. Do I
take it that that means that you have to allocate to a particular line its portion
of overhead and maintenance cost as well as its portion of revenue derived?

Mr. GorpoN: May I read this? You asked for it.

Mr. FurLtoN: I am asking it because it was suggested that it was difficult
to allocate to a particular line or service its share of overhead.

Mr. GorpoN: The economics are difficult to follow, but I shall quote them
to you from a memorandum prepared for me by my research department:

The net worth to the system of any branch line must of necessity take
into consideration its feeder value to the system. This is done by crediting
the branch with all revenues accruing to the system from traffic originating or
terminating on the branch and debiting the branch, not only with the branch
line expenses, but also with the expenses incurred in handling the branch
line traffic on the remainder of the system. These “off-line” expenses are
determined by taking one-half of the actual off-line earnings, i.e., using a

56822—7
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509 operating ratio. The off-line earnings are obtained by prorating the
system revenue on the basis of the off-line haul to the total haul.

The 509 figure was established as a result of actual studies and has been
used before, and accepted by, the Board of Transport commissioners as far
back as 1938. It represents the average cost of the transportation function on
an out-of-pocket basis.

Mr. Furton: Did I gather from your earlier statement that most of these
lines now proposed to be abandoned and before the Board are in the maritimes?

Mr. GorpoN: No. The ones before the Board right now were hearings
before the Board that happened to be in Nova Scotia and New Brunswick.
There are two applications, one in Quebec and one in Ontario, now before the
Board for hearing, but which have not yet been set down for a date. That is
all that we have before the Board actually at the present time.

Mr. FurLton: Then I have two other questions. The first one is this. You
described the amending process you go through before you decide to make an
application, because of the tough attitude the Board takes. May I ask you
this: to what extent do you keep in mind the question of service to the public?

Mr. GorpoN: Very much. That question arises when we appraise the
alternative form of transportation that exists. If a community is not serviced
by an alternative form of transportation, we would recognize that continuation
of rail transportation was a duty to the public. But if we can satisfy ourselves
that the alternative form of transportation is adequate, we do not feel that
we still have that degree of responsibility in regard to public service.

Mr. FurToN: The other thing is in connection with the statement you read
about the formula which attributed to a branch line its share in overhead and
maintenance and share in revenue. Would that formula be capable of general
application to regions and services as between passenger and freight.

Mr. GorpoN: No, I do not think it would.

Mr. FurTon: Why?

Mr. GorboN: Well, you are dealing here with an isolated service. Is your
question whether or not we could apply the same kind of formula to the whole
region?

Mr. Furton: Yes.

Mr. GorboN: I know the answer is no, but if you press me to explain
why I would be getting in pretty deep.

Mr. ARMSTRONG: In the branch line situation, as Mr. Gordon pointed out,
it is an isolated case. We are dealing there with what is tantamount to
incremental costs by reason of these particular movements which is vastly
different to the allocation of the total costs.

Mr. Furton: This is not applicable to the cost as between regions?

Mr. ARMSTRONG: No.

Mr. FurtonN: Have you been able to figure out any method of breaking
it down between divisions and regions?

Mr. ARMSTRONG: No.

Mr. HAuN: With respect to sections 37 and 38, you mentioned earlier to
me, Mr: Gordon, that you were examining into the possibility of extending
this trailer-on-flat-car service. I was wondering if—you have here a list of
20 new trailers—those trailers are similar to the auto trailers?

Mr. GORDON: 44 trailers and 22 flat cars?

Mr. HAHN: Yes,

Mr. GORDON: These are the trailers and flat cars in service for the
Montreal-Toronto-Hamilton service.
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Mr. HAHN: Are you contemplating one on an intercity basis or a Trans-
Canada basis?

Mr. GorpoN: Intercity is what we have been experimenting with so far.
We have not extended the trailer on flat car service beyond this particular
area at the moment.

Mr. HAHN: Are you examining into the possibility of making it Trans-
Canada?

Mr. GOrDON: We are examing a specific area. At the moment our view
is that the only place that this kind of service will produce the sort of results
we want is in an area of heavy traffic with very heavy trucking competition
on an inter-city basis.

Mr. Haun: Is the C.N.R. losing revenue on that basis today?

Mr. GorpoN: Yes. And I comment on that for both railroads. We jointly
examined the actual movement of goods of all kinds moving from Montreal
to Toronto and Toronto to Montreal, and after estimating the amount of
truck movement, which we did by an actual check over quite a long period—
and it is not an easy thing to do—we came to the conclusion that the
railways were getting a relatively small percentage of the total traffic moved.
We therefore decided that we could, by quoting a rate on carload lots, give a
service of the type we mentioned here and that we could reduce our freight
rate to a point where it would be very difficult for the trucks to take the
sort of traffic that ought to go on the rails. That does not mean that the
trucks are out of business. There are some types of traffic where the trucking
type of transportation will have a special appeal. When it comes to carload
traffic of a particular type we believe we can afford to move it at a low price
and if we get the traffic volume we will be all right. The rate we will quote
is not a loss-leader rate by any means; it will show a profit.

Mr. HAHN: Is there an agreement between the C.P.R. and yourself to
exchange these trailers on an inter-city unit basis at all?

Mr. GorooN: No. We handle our own equipment but the rates are a
tariff and we are each bound by the same rate but we do not interchange
equipment.

Mr. HAHN: I have one other question on this. How big a crew have you
on these Buddears?

Mr. Gorpon: It is a crew of three, conductor, baggage man and engineer,
which is a saving of two over what might be called a standard crew for a
train.

Mr. PouLioT: Are there two trailers on each flat car?

Mr. Gorbon: Yes, two.

Mr. Pourior: How many automobiles can we put on those trailers?

Mr. GorooN: The trailers are not suitable for carrying automobiles. At
least these flats are not. These are flatcars designed especially to take two
trailers which are fastened on to the car, but they are not intended to carry
private automobiles.

Mr. Pourior: What do you carry on the trailers? :

Mr. Goroon: Freight. You see what happens is, let us say in the city of
Montreal, we send around a tractor attached to a trailer; it goes around to a
shipper in Montreal and the trailer is filled up with goods to be moved to
Toronto.

Mr. Pourior: Just the same as a big van?

Mr. GorooN: Yes, and then we haul that down to the track, push the

trailer on to the flat car and the tractor then disconnects and gets another
56822—173%
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load. It is only the trailer itself which we move to Toronto. When it arrives
at its destination another tractor comes along, pulls the trailer off and delivers
the load complete.

' Mr. PouLior: The whole thing?

Mr. GorpoN: Yes.

Mr. GiLris: The Board of Transport Commissioners recently granted per-
mission to abandon the line between New Glasgow and Pictou Landing. You
said a moment ago that one of the questions they asked you was the
availability of other transportation in the area. What other transportation is
available in that area which you abandoned?

Mr. GorDpoN: There is a Board of Transport judgment on that. Unfortun-
nately I do not have it here. The whole story is told in that judgment. The
Board of Transport in all these abandonments reviews all the evidence and
then arrives at a summary as to why they have found that abandonment is
justified. I will be glad to get a copy of that judgment.

Mr. GiLris: I have no doubt that it was justified, but I am thinking about
the service it performed. I do not think there is any other service in the area.

Mr. GORDON: Are you thinking of passenger service?

Mr. Girris: Or freight. Both.

Mr. GorpoN: Mr. Dingle tells me there is a bus service. I am quite sure
it would be recorded in the judgment I have referred to and I can obtain a copy
for you.

Mr. GiLris: Thank you.

Mr. FoLLWELL: Mr. Chairman, to go back to Mr. Fulton’s question, I may
have missed the information which you may have given. I was wondering what
branch line you were abandoning in Ontario. I do not know whether you gave
it or not.

The CHAIRMAN: There is one near Collingwood.

Mr. GorpoN: From Alliston to Creemore, Ontario. The hearing was sched-
uled to be heard at Collingwood on March 16. I have not had the judgment yet.

Mr. FoLLWELL: Again, on the trailer-on-flat-cars, do you haul any trailers
other than the ones on the flat car?

Mr. Gorpon: No.
Mr. FOLLWELL: You do not go after that type of business?
Mr. GorpboN: No.

Mr. FoLLwEeLL: I was wondering if you could do business with the transport
companies by hauling their trailers?

Mr. GorpoN: We could, but we do not want to because we feel the situa-
tion is such that we are better off hauling our own trailers.

Mr. HAHN: What could we do to stop the carriers from putting their trailers
on a flat car? ,

Mr. Gorbon: There is no tariff for that particular movement.

Mr. HAHN: They cannot come in under the agreed charges?

Mr. Goroon: No.

The CHAIRMAN: Shall this item carry?

Mr. FoLLweLL: I have another question in regard to urban truck services
which we are inaugurating. I notice we have put in four new services, and I
wonder if you would mind saying a word about that and also tell the commit-
tee how many truck lines you have as subsidiaries and where they operate.
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Mr. GorpoN: Our general policy on highway trucking is that we do not
enter into it on a wholesale scale in competition with truckers. Our competition
is complementary and supplementary to the train services. We may extend a
service or supplement a service, but generally speaking it is not our policy to
go into trucking as such because we believe we do better in our own business,
and that we can transport cheaper by rail, but there will be services where a
bus service will fill in a gap in local rail services, and where it will be cheaper
for us to provide a bus than to run a train. Or we might find that railway
mileage is substantially greater between two given points than road mileage,
in which case we would try to operate a highway service if we could do so.
Then in very thin traffic areas where the revenue opportunities are very small,
we might try to cut our losses by reducing the train services and providing
a bus or truck service. All our services, whether by bus or by truck, form part
of a pattern of coordinated rail service and highway service. It is not our inten-
tion to enter wholesale into the trucking business as such.

During the year we inaugurated local cartage services at St. Johns, Que-
bec, at Atikokan, Ont., at The Pas, Manitoba and in Saskatoon. That is for local
cartage delivery. We have instituted bus services which operate between Sack-
ville and Charlottetown of the kind you have in mind, and we have a bus
service under contract between Bathurst and Tracadie and Coteau and Valley-
field, Quebec, and then we have a truck service between Norton and Saint
John, New Brunswick; Montreal and Huntingdon; Valleyfield and Coteau; and
Allandale and Penetang.

We have quite a list of other services here, but the ones I have given are
the ones instituted for 1954. As I say we have a lengthy list.

Mr. FoLLweLL: There is one other question. When you substitute bus
services for rail services, do you have to get permission from the Transport
Board and a franchise?

Mr. Gorboon: Usually that is the case.
(The committee suspended its proceedings for a division in the House).

Upon resuming.

The CHAIRMAN: We have a quorum and I believe Mr. Bell has a question
he wishes to ask.

Mr. BeLL: 1 ju.st wanted to pursue this abandonment business a little
further. You mentioned 1,092 miles in a certain period. I was wondering

if you could tell me the number of subdivisions such as three years ago, two
years ago, and this year.

Mr. Gorpon: The figure I gave you, I think, was 1,092 miles.
Mr. BELL: Yes.

Mr. Gorpoon: I can give you that in five-year intervals. Would that suit
your purpose?

Mr. BeLL: I wanted to know the number of subdivisions or the number
of applications. I am not interested in the mileage.

Mr. Gorpon: I have two pages here. Would it suit your purpose if I
should table them?

Mr. BELL: Is there any pattern being established in the way of applications,
are they increasing in recent years? Do you admit that?

Mr. Gorpon: No. I could not say that they are increasing in recent years.
I would say that there have been a number which have been in for a long
time and which we are now beginning to get consideration because we are
pressing the matter before the Board of Transport Commissioners. This
figure I gave you covered the period from 1927 to 1954, and there have been
a lot of ups and downs in the economy during that period of time. I have
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here a list of the individual lines which have been abandoned in the period
that I mentioned. Perhaps it would suit your purpose best if I tabled it
with the clerk.

The CHAIRMAN: I think that has been done before.

Mr. BELL: Yes.

(See Appendix A to minutes of proceedings and evidence No. 3).

Following that up, would you not say that there is a definite tie-in with
a number of applications and the general position of the railway? In other
words, when times are tough there is a tendency to step-up the applications?

Mr. Gorbon: Well, that is one of those generalizations which I do not like
to agree with too definitely. But I think it is fair to say that at times when
the earning position is bad, naturally the officers are searching for every
possible economy perhaps with a little more vigilance than they would when
times are good. That is not the policy. The policy is that we should keep
up a search all the time for those unprofitable lines when the conditions are
such as I mentioned earlier, that economic justification for their continuation
just does not exist.

Mr. BeLL: I take the case of a line which was taken over by the Canadian
National Railways, and which was owned by various communities in the
province. It is an old line. They have carefully gone into the applications
which might still exist, and the various people or communities. In other
words, there were outstanding bonds, or bonds generally outstanding.

Mr. Goroon: That would not affect this at all because there are no bonds
of any kind of the Canadian National Railway system which do not represent
an obligation of the system with a guarantee of the Dominion of Canada.

Mr. BELL: That is actually gone into in each case?

Mr. GorpoN: Yes. I should make it clear that this figure I gave you of
},092 miles perhaps distorts the general situation. You may remember that
in the period 1927 through to, let us say, 1934 and perhaps into 1935 the
Qanadian National system as such was taking form and we were amalgamating
SIx competing lines which, as you know, had gone bankrupt; so that included
in those abandonments were quite a mileage released by amalgamation if we
}nvestigate them and deal with them on a mileage basis and they are included
in those abandonments. You would have to go into more research work than
I have given you to form a view on that.

In the period 1935 to 1939 there were 330 miles of the 1,092 abandoned in
that period alone and in the period from 1927 to 1934 there was a total of
335 miles, so in the whole part of the formation of the Canadian National
system you will find a total there of between 600 to 700 of the 1,092 miles that
I have referred to.

Mr. BELL: Do you have any other figures on lines in the states? I suppose
the Canadian Pacific Railway is not a good example, but in the states have
you any figures of lines being discontinued? I don't mean definite figures, but
1s there a policy or trend?

Mr. G'ORDON: There has been a very definite policy there. I don’t have the
ﬁgure§ with me but anyone who has even the barest acquaintance with
American railways soon will know that there has been a trend in respect of
unlprof.itable lines and there have been some very acrimonious debates take
place in respect of them. But actually the same policy has taken place there
to reduce the number of unprofitable branch lines.

Mr. BELL: Do you have any idea of the money that is saved if these
abandonments are approved?

Mr. Gorbon: Yes, I gave that a little earlier, I thought.
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Mr. Furton: I think it was only on the one line, Mr. Gordon, you gave us
a figure of $97,000.

Mr. Gorbon: No, I gave you the figures on the three applications that
were approved by the Board of Transport Commissioners. I have them here.
I will give them to you. The three applications which have been recently
approved by the Board of Transport Commissioners will show us a saving of
$80,000 plus de Scotia to Falding one which I have referred to in this report
which was $97,000, altogether about $200,000 on -applications now approved.
There are two other cases where we would expect to find a saving of about
$370,000 per annum.

Mr. BELL: May I just ask one question? When do you think this policy
will perhaps change? I mean if the position of the railway became better
in a couple of years and even though these lines were still losing to the railway
would there be some tendency to drop the applications?

Mr. GorboN: No, because those applications are made on their own merits
regardless of the general prosperity of the railway. I think also that in periods
of bad or really bad earnings there might be a disposition to search a little
harder but apart from that the policy is that we maintain a careful scrutiny
all the time to keep ourselves up to date on the abolishing of lines where the
economic justification has ceased.

Mr. BELL: These lines, they do go into them very extensively and I believe
there is the question of service in the whole business but I believe when
examinations are made and the applications for discontinuance are going
through whether the press might understand the judgment of the Board of
Transport Commissioners or not, they seem to exaggerate them—$500,000 to
be saved here, or $30,000 to be saved there, and it sort of creates a bad
impression. I am just passing that along.

Mr. Goroon: Yes, it is traditional in these cases, of course, that people
who insist that a passenger service is necessary will almost invariably drive
in their own automobiles to the court house to so allege.

Mr. BeLL: That is so, and there is one other thing I think consideration
should be given to and that is the general position of the revenue of the
region should be considered in each of these applications. It is hard to get
separate figures but, for example, a line was discontinued in New Brunswick
when it was unprofitable and yet no figures were made available for the
entire region. Now, the region there might be a very profitable one—I don’t
imagine it is but it could be a very profitable one—and that has to be carried
by the people of that area. Perhaps, I say, that should be given consideration
in that respect.

Mr. Gorbon: I would remind you that the cause of any particular loss is
dealt with by the Board of Transport Commissioners and they have very much
in mind the public interest and they do assert jurisdiction to inquire into
anything at all which they think might be pertinent to the particular case.
Each abandonment case is dealt with on its own merits, and I can assure you
that the going over which the railway gets during a Board of Transport hearing
would leave very little to be desired.

Mr. CHURCHILL: How many applications for abandonment of lines have
been "refused by the Board of Transport Commissioners during the last few
years?

Mr. Gorpon: I would say, quite a number, but I have no specific data on
that. We keep records only of our successes in this field.

Mr. BeLn: Can you tell me how these are refused? Is a formal
announcement made?



104 SESSIONAL COMMITTEE

Mr. GorboN: Yes, the Board of Transport Commissioners hands down a
judgment in every case. It reviews the evidence and makes to all intents and
purposes a judgment in the form of a court hearing, stating that it has come to
the conclusion either for or against. It is a detailed document and is available
to anybody who is interested in looking at any particular case.

Mr. BELL: How long do you have to wait before you can re-apply?

Mr. GorpoN: So far as I know, there is no statutory requirement on that.
It is only the requirement of common sense. If the line is still a bad line,
we might return to the fray when we feel that the situation has cooled down
a little.

Mr. FuLTtoN: Or when there are new facts to present?

Mr. GorboN: Or when there are new facts to present.

Mr. BELL: Is it not a fact that you have these abandonment plans in your
mind? In other words, a line becomes a bad one in perhaps twenty years, apd
you have let the line run down because it is not profitable and the capacity
has decreased; all the time the company keeps it in mind?

Mr. Gorbon: I must assure you that we do not approach the problem of
abandonment with any glee. We do not like abandoning lines. It is a confession
of failure, in a sense. We search out every possible way to rehabilitate the
line or keep it going, which includes efforts to get new industries on the line
and everything of that kind. We do not go at this with any idea that we are
glad to see these lines abandoned; far from it.

Mr. BELL: The tracks are pulled right out in most cases?

Mr. GorpoN: Yes. We get different types of abandonment. For instance,
we might degrade the service, if I may use the word, and replace a passenger
service with a mixed train, or run a service three times a week instead of every
day. ‘We do not go for full abandonment in every case. We consider the needs
of the situation and adjust ourselves to them.

The CHAIRMAN: Shall the item carry?

Mr. JoHNSTON (Bow River): No, I have a question. I should like to have
some information regarding this trailer on the flat car service. Could you tell
us, Mr. Gordon, how these contracts are carried out where the trailers are
carried on flat cars; is that by an agreed charge?

Mr. Gorbon: No.

Mr. JonnsTON (Bow River): Is the trailer system on a separate basis
from the rolling stock of the railway?

Mr. Gorbon: No, all that takes place is that we quote a price per carload
or trailer lots, available to a shipper in the cities of Montreal, Toronto or
Hamilton, as the case may be. If you were a shipper and wanted to take
advantage of the service, you would simply call our freight department and
say, “I have a trailer load of goods”. Let us say that it is groceries. We would
pick that up at your warehouse in Montreal or wherever the place may be.
The goods will be loaded in the trailer and hauled down to the freight siding
in Montreal. The trailer is then pushed up on to the flat car, fastened down
and moved to Toronto by rail.

Mr. JounsTON (Bow River): Is that the same rate as the ordinary rate?

Mr. Gorbon: No. It is a special rate for trailer-on-flats. It is quoted in
the tariff.

Mr. JoHNSTON (Bow River): It is an agreed charge?

Mr. GorboN: No. It is simply a tariff in the same way we quote a rate
for any dispatch of goods. We will move a trailer load of goods at a specific
rate just the same as we will move any unit for any shipper.
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Mr. JOHNSTON (Bow River): Would you give that same rate to any trucking
concern?

Mr. GorpoN: Not to any trucking concern. We will give that rate to
people who wish to ship goods.

Mr. JoHNSTON (Bow River): Is it not a fact that if a trucking concern
came to you and wanted to ship a trailer on one of those flat cars you would
have to take that at the same rate as you do others?

Mr. GorpoN: No. We are not obligated and have no tariff for that.

Mr. JoHNSTON (Bow River): Would that not constitute a rather unfair
practice?

Mr. Goroon: I cannot see why. They are in competition with us. They are
using their own trucks to move the goods from Montreal to Toronto and you
suggest that we should take their trucks on our train.

Mr. JoHNSTON (Bow River): If they pay the regular rates.

Mr. Gorbon: There are no rates for that. These are our own trailers. We
perform a service by providing a trailer and allowing the shipper to ship in

. the trailer loads I have referred to.

Mr. JoHNSTON (Bow River): Could the trucking industry hirje a flat car
from you and put their own trailer on that flat car?

Mr. Gorpon: We have not quoted a rate for that. We are only dealing with
our own trailers.

Mr. JoHNSTON (Bow River): Is it possible for them to do that?
Mr. Goroon: No.
The CuaimrMAN: That has been answered before.

Mr. GorpoN: All that we are selling is the use of our own equipment in
our own service.

Mr. JOHNSTON (Bow River): In effect, I understand you to say that you
have created this service in a hope of creating further competition with the
trucking industry?

Mr. Gorpon: That is right.

Mr. JounsTOoN (Bow River): And it is a service you do not intend to extend
to any other similar organization other than the one that you have yourself?

Mr. Gorpon: It is a railway service; it is our own service.

Mr. Carrick: To make it parallel, if a trucker wanted to employ one of
your trailers to pick up the goods and ship the goods you would do that for
that trucker the same as for any other customer?

Mr. Gorpon: No. We are offering our trailer service on the basis of going

to a particular shipper at his warehouse and letting him load his goods on our
trailer.

Mr. JouNsTON {Bow River): Supposing I was a trucker and had a trailer
load of food, or whatever it happened to be, and I wanted to ship it from
Toronto to Montreal, and I am stationed in Toronto, and I go to you and ask
you to send your trailer down to get this truck load and send it on your
service to Montreal, would you do that at the same rate you haul your own?

Mr. Gorpon: That is a hypothetical question of a category that will never
arise. The person you are referring to would never unload out of his trailer
into ours in order to transport over the railway.
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Mr. JouNSTON (Bow River): Say they have a building where they go to

" load up material. He could easily, if you extended the service to him and your

rates were such that you entered into complete competition with him, ask you

to come down with your trailer and take the goods to Montreal if your rates
were lower than his.

Mr. Gorpon: I think that there is a confusion between the shipper and the
trucker. The shipper in business manufacturing or distributing goods can call
us for our service and we will go with a trailer and load up his goods and
transport them. The trucker is not a shipper. He is a person offering transporta-
tion to a shipper in competition with the railway and when he loads his trailer
or truck it is up to the trucker to handle his own means of transport. You must
not confuse the shipper with the trucker. The trucker is in competition with
the railway, but the shipper is not.

Mr. JounsTON (Bow River): Would it make any difference with the rail-
way who has the goods to ship as long as they are goods to ship, and as long
as the railway gets paid for that service.

Mr. _GORDON: We are selling a transportation service and we want to go
to the shipper and say: if you will use our trailer service we will offer you that
service at a rate which will bring business to the railway.

Mr. JoHNSTON (Bow River): That is an agreed charge.

Mr. Goroon: No.

Mr. JoHNSTON (Bow River): It is exactly the same principle.

Mr. Gonnon:. Absolutely not, there is no condition affecting the percentage
of goods to be shipped by rail, as there is in the case of an agreed charge.

Mr JOHNSTON (Bow River): Can you justify it between shippers? Has
the ral.lway got the right.to say that I am not a shipper, as long as I have
goods in my warehouse. Is it any business—I do not use that word to be
rude at all—but is it any business of the railways who owns those goods as
. long as your trailer comes to my warehouse and you load up with the goods
and I pay you for it? I pay you the same rate as you charge to other people
- for a similar service?

Mr. GORDON: We will carry anybody’s goods in our trailers who want that
service, but we will not carry our competitor’s trailers or trucks.

Mr. JouNsTON (Bow River): Now then, do I get this clearly: even if I
am a trucker and I have a warehouse and I have goods to ship, you will not
come and take my goods in your truck and ship them on your flat cars to
Montreal and deliver them to the destinations which I give you at the same
rate as you would for some other wholesaler who has goods to ship?

Mr. GorpoN: I do not understand where the trucker gets the goods. Is
he in business or what?

Mr. JouNSTON (Bow River): That is none of the railway’s business. I
have got the goods.

Mr. Gonpou: Oh yes it is. We are in competition and if the trucker that
you refer to is a commercial trucker who is providing a transportation service,
th'en we are not prepared to quote a rate to perform his transportation service
with our facilities. .

Mr. Jormsrqn (Bow River): But you would go to the other company
and you would give them a special rate if they would accept your service?

Mr. GORDON: The rate is the rate quoted in the tariff for anybody who can
qualify for the use of our trailer service.

Mr. JoHNSTON (Bow River): For that special service?

Mr. GOrRDON: Yes.
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Mr. JOHNs'rbn (Bow River): So it is an agreed charge?
Hon. Mr. MARLER: No, it is not an agreed charge.

Mr. GorpoN: There is not the slightest similarity between that and an
agreed charge.

Mr. JOHNSTON (Bow River): Are you going to tell me that ‘because I
happen to have a warehouse and a truck of my own—are you going to say
to me: we cannot carry your goods?

Mr. HARRISON: But they are not your goods, they are somebody else’s
goods.

Mr. JOHNSTON (Bow River): I am making the deal with the railway.

Mr. GorpoN: There are all sorts and types of conditions. We have a serv-
ice which is known today as the trailer service, but it is not a forwarding
service. There are firms which collect less than car load lots of goods and
take them to a central warehouse where they assembled them in carload quan-
tities, and they get from the railway a car load rate. They make their money
on the difference between the LCL and the car load rate, and they are provid-
ing a service. We will shunt cars into that warehouse on a siding and the
forwarding agent will load the cars and perform his service.

Mr. JoHNSTON (Bow River): You won’t do that for me if I had two or
three, or three or four big trucks?

Mr. GorpoN: We will not carry your trucks.

Mr. JouNsTON (Bow River): I have a warehouse and several small trucks
as well as large trailers, and I go around the city and say that I have a car
load rate and I ask you for that service.

Mr. GorpoN: Yes.

Mr. JOHNSTON (Bow River): Because I have trailer trucks of my own;
and I will say that I have a trucking business.

Mr. GorboN: No.
Mr. JoHNSTON (Bow River): You say you will not haul my cars?

Mr. GorboN: We are talking about equipment loaded on our flat cars.
Equipment which is loaded on our flat cars is specialized equipment which is
built for our own purpose and designed to fit the flat cars. There is no person
I know of who has a trailer which would meet the specifications which would

make it suitable for loading on our flat cars. It is our own specialized
equipment. L

Mr. JOHNSTON (Bow River): 1 want you to use your specialized trailer.

" That is the trailer which is so fitted that it can go on to your specially equipped

flat cars; and if I have a warehouse for my goods, no matter where they came
from, and I ask you to take it in with your ‘special trailers and carry those
goods to Montreal with your specialized trailer flat cars, and deliver them at a
destination there. Do I get that special rate?

Mr. GorponN: No.

Mr. JonnsTON (Bow River): Then you are putting the railways in a
position where they themselves say who is a private dealer in goods or not or
whether I have a trucking business or not.

Mr. Gorpon: The conditions under which we will provide trailer service
are printed in the tariffs. That service is available to the public who qualify.
The trailer service is not available to commercial carriers.

Mr. JouNsTON (Bow River): Would not you say that was discrimination
against the truckers?
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Mr. GorpoN: No. Would you reverse the situation and expect the railway
to go to the trucker and expect the trucker to carry goods which are going
on the railways?

Mr. JoHNSTON (Bow River): I didn’t say I would but I have that right.

Mr. GorpoN: Well, we can’t insist on it. The trucker is running his own
business. You are suggesting in the reverse that I should be in the position
as a railoader with relation to some of the goods you have that I have to
take them.

Mr. FuLton: The answer is anyway that trucker would not stay in
business very long if you did consent because he has goods at his warehouses,
he has charged for his services, people from whom he collects and to whom
he delivers them in another city. Then he goes to you and says, “Will you
carry these goods for me?” And you pick up the goods on your trailer, you
load them on your flat car, you take them to the other city and you deliver
them there at the address that he gives you and you charge him the charge
that you would charge to any other customer asking you to provide that
service. All right, the trucker then has to charge his customer a service charge,
he has to pay you your charge. Therefore he has got to charge his customer
more than you would charge the customer for rendering the same service so
he would be out of business right away.

Mr. Gorpon: Yes.

Mr. JOHNSTON (Bow River): It is his own business and it does not matter
whether he makes money or not. All I am asking is, is the business available?

Mr. Pourror: I would like to know if I have understood what has been
said since we came back here.

The CHAIRMAN: Shall we carry the heading “Service changes”?

Mr. Pourror: My understanding is that the service described by Mr.
Gordon is similar to the express service, that it is different only that they
handle the goods on trailers instead of trucks and that they use trailers instead
of express cars and they get the goods from their shipper, they deliver them
to the consignee and the only difference between the trailer service and the
express service is that the rates are different and that the rates of the trailer
service are freight rates. Is that right, Mr. Gordon?

Mr. GorpoN: I think I can agree with that.

Mr. Pourror: Therefore I have understood. I am very glad.

Mr; FurroN: Then to carry this one stage further, if that trucker that
Mr. Johnston has referred to became in fact a shipper would you not agree
to take his goods?

Mr. Gorpon: Well, I can think of circumstances where we could. These
- hypothetical questions are very difficult to answer. Essentially the trailer
service is a door to door service. We pick up at the point of shipment, we
load on the flat car and deliver to the address in Toronto or Montreal, as
the case may be. It is a door to door service. It is not intended to form part
of the transportation service of a competitor.

Mr. FuLTon: But the situation, Mr. Johnston has put to you is in fact
that the hypothetical trucker becomes a shipper?

Hon. Mr. MARLER: That is hypothetical, isn’t it?

Mr. GorboN: I can't imagine how it would arise, but if we did have a
person who was both a trucker and a shipper I don’t see why he would be
operating as a trucker.

Mr. FurTon: Exactly, he would not be in business very long.
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Mr. JoHNSTON (Bow River): I can see how it might happen very easily if
you are considering a transcontinental trailer line by reason of the fact
that in Alberta they wish to take goods from the Canadian Pacific to carry
them to the Canadian National Railways line and have you transport them
from, let us say, Edmonton through the mountains to Vancouver because we
have not got a good road through the mountains to Vancouver. Even at
that it would be cheaper than delivering it through the United States. I am
wondering whether that would be possible.

Mr. GorpOoN: And you can also see where the railway should not do it

because that allows our competitor to extend his advantage at the expense
of the railway.

Mr. JoHNSTON (Bow River): I can also see where it is the railway’s
business to transport goods no matter where they get them from.
Mr. GorboN: At a profit.

Mr. JOHNSTON (Bow River): Well, you are getting your profit out of it
because he is being charged the same charge you would get from anyone else,
let us say, from a Calgary destination.

The CHAIRMAN: Shall service changes carry?

Mr. CHURCHILL: I have a service change to recommend. It will not take
more than a minute. It is in connection with the Ottawa station. I do not
know whether the intention is eventually to move that station, but before it is
moved could you not improve, for the benefit of the travelling public, the
baggage handling in the Ottawa station? I make no complaint against the
employees there, but it seems to me that it is much different from baggage
handling in other stations which I visit from time to time. In other stations
there is a rack for the placing of baggage immediately behind the counter.
You put your baggage on the counter, and the man puts it on the rack behind
and hands you a ticket stub. In the Ottawa station he takes the baggage from
you, puts it on the floor, walks away over to a desk, takes several minutes to
write out the information on the ticket stub and brings it back to you. Then,
when you go to receive your baggage, it is a very friendly place, and you can
wander in the baggage room and select your own baggage and have it brought
to the counter. That, I suggest, is not quite as modern a method as they have
at other stations.

Mr. Gorpon: I shall be glad to take notice of your criticism.

Mr. Pourior: What is the percentage of over-charge over freight rates for
picking up and delivering goods in that trailer service?

Mr. Goroon: I have not a copy of the tariff, but there is a tariff which
specifically refers to the point you have in mind.

Mr. Pourior: You do not do that gratis?

Hon. Mr. MARLER: There is a higher rate.

Mr. Gorpoon: The trailer service is an all-in rate because we quote picking
up the goods at the point desired and delivering them to the ultimate address.

Mr. Pourtot: It is a little more than the freight rate, to cover picking up
and delivering?

Mr. GorooN: That is included in the rates. Of course, we are quoting
here minimum rates, which will ensure a large volume, so that I cannot say
in a general way that it is necessarily higher than other rates. In some cases
it may be lower, but we are after a high volume.

Mr. Pouriot: I have one last question. Do you pick up goods from several

shippers to several consignees, or is the trailer rented by one shipper for goods
to be conveyed to one consignee?
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Mr. GorpoN: The intention is where possible to use the trailer service to
deal with one shipper or one consignee. We get a full load, in other words.
We prefer not to use the trailer in the same way as a forwarding service. In
other words, we do not try to pick up a series of deliveries and put them
together, because we would lose the advantage of the big load and the single
delivery, which gives us our economy.

Mr, Pourror: That is the only difference from the express service?

Mr. Gorpoon: It is. The express service, of course, depends on smaller
amounts, generally, although we can quote on express service on full loads.
We usually take smaller amounts.

Mr. JouHNSTON (Bow River): Does that trailer service show a profit?

Mr. Gorpon: Yes.

Mr. PouLrior: Does that trailer service show a profit?

Mr. Gorpon: It is a compensatory rate.

The CHAIRMAN: Shall the item carry?

Carried.

I might remind members that we will meet tomorrow morning at 10.00
o’clock until 11.45, and at 11.45 we will assemble at the main entrance where
a bus will be available for those who have accepted Mr. McGregor’s
invitation.
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MINUTES OF THE PROCEEDINGS

WEDNESDAY, March 30, 1955.
(4)

The Sessional Committee on Railways and Shipping owned, operated and
controlled by the Government met at 10.00 o’clock a.m. this day. Mr. Harry
P. Cavers, Chairman, presided.

Members present: Messrs. Bell, Carrick, Carter, Cavers, Churchill, Dumas,
Fairey, Follwell, Fulton, Gillis, Hahn, Hamilton (Notre-Dame de Grdce),
Hanna, Harrison, Healy, James, Johnston (Bow River), Knight, Langlois
(Gaspé), Lavigne, Légaré, Macdonnell (Greenwood), McCulloch (Pictou),
Murphy (Westmorland), Pouliot and Weaver. (26)

In attendance: Honourable George C. Marler, Minister of Transport;
Mr. F. T. Collins, Comptroller and Secretary, Department of Transport; Mr.
Donald Gordon, President of the Canadian National Railways and Chairman
of the Board; Mr. S. F. Dingle, Vice-President; Mr. R. D. Armstrong, Comp-
troller. Also Messrs. F. P. Turville, C. A., J. D. Morison, C.A., D. T. G. Padley,
C.A., of George A. Touche and Company, Chartered Accountants.

Mr. Gordon’s examination was continued:

At 1.05 o’clock p.m., the Committee adjourned until 3.30 o’clock p.m.
this day.

AFTERNOON SITTING
(3)

The Sessional Committee on Railways and Shipping owned, operated and
controlled by the Government met at 3.30 o’clock p.m. this day. Mr. Harry P.
Cavers, Chairman, presided.

Members present: Messrs. Bell, Carrick, Carter, Cavers, Churchill, Dumas,
Fairey, Follwell, Fulton, Gillis, Hahn, Hamilton (Notre-Dame de Grdce),
Hanna, Healy, James, Johnston (Bow River), Knight, Langlois (Gaspé),
Lavigne, Légaré, Macdonnell (Greenwood), McCulloch (Pictou), Murphy
(Westmorland), Weaver. (24)

In attendance: Same as listed a;; the morning sitting.

On a question of privilege, Mr. Macdonnell (Greenwood) referred to
commutation fares on the Oakville service.

Honourable Mr. Marler made a statement thereon as did Mr. Gordon.

Reverting to the sale of four hotels, Mr. Gordon stated that after reviewing
the matter and after communicating with the purchaser and the Syndicate

he represented, he was free to disclose the sale price which was $915,000, He
outlined the details of this sale.

Mr. Marler also made a statement.
Mr. Gordon then read a statement on the new Queen Elizabeth Hotel and
was questioned at some considerable length thereon.
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Betore adjournment, Mr. Fulton reserved his nght to present a motion

4 deding with the percentage basis under which the Hilton Corporation is
R titing.

Mr. Gordon’s examination still continuing, the Committee adjourned at

6 o’clock p.m., until Thursday, March 31st, at 10.30 o’clock a.m.

Antonio Plouffe,
Clerk of the Committee.




EVIDENCE

Wednesday, March 30, 1955.

The CHAIRMAN: Gentlemen, I think we have a quorum, so we will start
‘iright away on the item on page 11, “Employee training.” Are there any
. questions on that item or shall that item carry?

Mr. MurpHY (Westmorland): Just a moment, you are going tooc fast for
% us today. You are going faster than the train went last week.

The CHarMAN: Page 11, “Employee training,” carried?
Carried.

The item “Research” on page 11, carried?
Carried.

“Capital additions and improvements.”
Mr. Furton: We have had most of the discussion under another item.
The CHarMmAN: I think we have had a large part of this under other items.
; Mr. Furron: Yes, but I wanted to ask Mr. Gordon whether in view of
his statement that the schedule of the new Super Continental is designed to
. give the maximum service to communities why is it not found possible to
~ serve the communities in central British Columbia at a more reasonable hour
than will be the case with that schedule?

Mr. Gorbon: Sorry, I didn’t hear you.

Mr. FurLton: You said yesterday in your schedules in working out the
time-tables for the new trains you were not so concerned with over-all speed
but in servicing the communities where at all possible?

Mr. GorboN: That is right.

Mr. Furton: It seems that the new schedule will involve very incon-
. venient service to the people of British Columbia. I am thinking of my own
community particularly. We have always had to get up in the middle of the
night to catch a train.
Mr. Gorpon: Well, I said we aimed where possible towards giving the best
service possible to the main communities traversed by the transcontinental and

if you will look at the schedule you will see that we have accomplished :
this within practical possibilities.

Mr. Furton: What time are we going to get your trains on the eastbound?

Mr. Gorbon: What particular place did you have in mind?
Mr. Furron: Kamloops.

Mr. GorpoN: We would leave Kamloops Junction at 10.50 p.m.
Mr. Furton: Eastbound?

Mr. Gorpon: Eastbound.

Mr. FurLton: Well, that is better.

Mr. Gorpon: It should help a lot.

Mr. Furton: Yes, it is better eastbound. I suppose we can’t expect it both
ways, Mr. Gordon. I wish we could get it.

The CHAIRMAN: You are usually eastbound anyway.

Mr. Furron: Is this Super Continental to be an additional train or a
stepped-up version of the Continental Limited?
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Mr. Gorpon: It is a new train in the sense that it is streamlined for the
purpose of speed and will be followed up by what we could call a work train,
No. 3. No. 1 would be the Super Continental for the purpose of making this
fast trip and that will leave Montreal at 3.25 p.m. and the evening train will
leave at 8.00 p.m. on the same day and will maintain by and large the same
schedule as the present and will carry the bulk of the coach traffic and most
of the head-end equipment.

Mr. FurtoN: This is an additional train as well as a new train then, is §=
it not?

Mr. Gorpon: No, because we always had two trains.

Mr. FuLton: One was from Montreal and the other from Toronto. We
didn’t surely have two transcontinental from Montreal?

Mr. GornoN: Well, we always had two trains and what we have done here
is schedule the Super Continental so that to keep this speed, one section will
start from Montreal and one section will start from Toronto; the sections will
meet at Capreol, amalgamate there and proceed west as one train. A similar
condition applies with the train that leaves in the evening. Sections will leave
Montreal and Toronto and meet at Capreol and go on as one train.

Mr. FuLToN: So the effect is you will still have two trains?
Mr. Gorbon: Yes.

Mr. Furron: That is what you used to have?
Mr. Gorpon: That is right.

Mr. BELL: A statement was made, Mr. Gordon, at the time of the announce- 6t
ment of the Super Continental that more diesel locomotives would be required

even .though we were stepping up the service. How do you figure that
out without going into ‘all the details?

Mr. GorboN: More diesel locomotives would be required?

Mr. BELL: Yes, I think so. Would you say it would be less then; In other
words will the stepped-up service mean more or less diesels?

Mr. GorpoN: You understand, of course, that in putting this passenger
service on we have hafl to buy new passenger diesels; in other words, the
ordinary diesel locomotive that we buy is not equipped with heating facilities

?ha}t would be gppropriate for a passenger train, so in putting this service on
it is all new diesel passenger locomotives.

Mr.. BE.:LLi Theoretically the same number of locomotives will be required
then, will it, in the new service?

Mr. GorpoN: As in steam?
Mr. BeELL: Yes.

Mr. GorpoN: Oh, no, we can run a diesel locomotive right clear through
from Montreal to Vancouver and back again, whereas a steam locomotive has
to be pl_xt off at various points for servicing. All we have to do with diesel
locomotxve_s is the ordinary servicing in the matter of providing fuel oil and
a very quick check over but we can run from Montreal to Vancouver clear

through and back with a diesel locomotive. That is impossible with a steam
locomotive.

Mr.. BELL: Then eventually this will mean a much lesser number of
locomotives?

Mr. GorboN: Yes. Actually in the chain for the transcontinental that
would be true, yes.
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Mr. MurpHY (Westmorland): Mr. Chairman, I wanted to inq_uire. There
are two trains leave every night, are there not, the Ocean Limited and the
Scotian Limited at 8.00 and 8.15?

Mr. GORDON: Yes. :
Mr. MurPHY (Westmorland): Why do they leave so close together?
Mr. GorpoN: Mr. Dingle will be in a position to answer that.

Mr. DiNGLE: The Ocean Limited, which leaves at 8.00 o’clock at the present
time, is a through train with limited stops; no coaches and limited head-end
equipment, while the other train is more of a work train and leaves fifteen
minutes later, and does more of the local work, including handling of head-end
and coach traffic.

. PouLrot: I suppose there are express cars on the Ocean Limited?
Mr. DinGLE: Yes, there are, Mr. Pouliot, through cars.

Mr. PourLioT: Sometimes there are three or four?

. DincLE: That is right.

. Pourtot: That load makes no difference, that load of three or four
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cars?
M. DinGLE: No, sir.

Mr. FuLton: I wonder whether Mr. Gordon can say whether the reduction
in time between Montreal and Vancouver is effected mainly by an increase in
the physical speed or largely by cutting down the stops and the maintenance
stops?

Mr. GorpoN: It is a combination of a number of factors, but the main
saving, as I understand it, is in the station time and in the fact that the
diesel does not require as much servicing as a steam locomotive. We can
get higher utilization of the diesel and thus cut down our station stops and
our service stops.

Mr. FurTon: You said last year, Mr. Gordon—

Mr. GorpoN: Mr. Dingle calls my attention to the fact that at the moment
we have not increased our over-all speeds.

Mr. FuLtoN: You have not?

Mr. Goroon: We have not increased the over-all speed. It is that saving
of time that we get in the handling of diesel locomotives that enables us to
cut down the time. As our track improves and as we can gain experience with
these passenger locomotives it might be that we can effect even further reduc-
tions, but at the moment we have done what we think is practical and wise.

Mr. MACDONNELL (Greenwood): You do not aim at 200 miles an hour
as they do in France?

Mr. GorpoN: We have not the roadbed to do that, Mr. Macdonnell.

Mr. Furton: Last year, I am reading from page 103, when you were

discussing reducing your running time from Montreal to Vancouver you said
it would— ?
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Almost require an additional train at a capital cost of $2 million
or more to improve that service. Therefore, all I can say to you at
the moment is that we have to convince ourselves that this kind of
reduction in time between Montreal and Vancouver would produce a
type of traffic which would justify our committing that large amount
of additional capital.

And then you went on to explain some other features.

1 Mr. Gorbon: Well, we have changed our minds a good deal since then.
This has been under very active study for some time and the first schedule
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we looked at indicated that to effect a speed reduction, of the character we have
now been able to effect, it would have taken us another train set, but after
practical tests on diesel performance we were able to come up with an entirely
new approach, and so we were able to amalgamate those two trains, and avoid

putting on another train set.

Mr. FurtoN: You have had to buy a lot of new equipment. You have
bought a lot of new equipment, Would that approach the $2 million figure
that you mentioned last year?

Mr. GorpoN: The $2 million or more I referred to is the estimated cost
for a locomotive plus the average number of coaches, sleepers and so on.
That is the laid-down cost of what we call a train set. Now, when I was
speaking to you last year, we were at a stage of examination when operating
officers had not had the experience of actual testing, but were just doing it
on paper. They felt that if we were going to make a through train as speedy
as we are now doing, we would have to put on a new train set and eliminate
quite a number of intermediate stops. But after getting tests with diesels,
they were able, by means of a good deal of contrivance, to amalgamate the
services. So we have put on those fast trains to get through as speedily as
possible, and to leave the intermediate work for the work train which goes
along lafer at night.

Mr. FurTon: $2 million was put in last year in this context, and it would
have been expended over and above the actual capital cost of the equipment?

Mr. GorpoN: That is correct, but it does not apply to the new service now.
We have cut down our feared estimate, if I may call it that. The additional
cost will be $285,000 to put on this fast service.

Mr. FurToN: What has been the experience in the United States with
their speedier trains? Have they been operating at or near full capacity?

Mr. GorpoN: It varies tremendously, depending on the line. There have
been some lines where they have had good results. I think it is too early
yet to get a pattern on it, because a lot of this new approach to the passenger
service is in the nature of innovations over the last couple of years. The
competition angle in passenger service has been intensive in that particular
respect. In addition, airlines are in competition. I think it is too early for
me to be definite on it. But in my reading of the material, it seems to me
there has been quite spotty performance. It varies considerably with the
line concerned.

Mr. FuLToN: Some lines have a running time of 36 hours between the
Pacific coast and Chicago. Do you think that the physical obstacles we have
in Canada would ever be overcome in order to give us a comparable time
between, let us say, Vancouver and Toronto?

Mr. Gorpon: What do you think of that, Mr. Dingle? We could improve
our speed so far as motive power is concerned, but our big handicap at the
moment is our track structure. We have not got a track structure that we
could feel safe with in operating at speeds beyond what we have scheduled
for this new service.

The capital money which we have voted from time to time for track
structure is a very important part of our capital budget. It is a matter of
slow growth, I am afraid; and coupled with that, is the very expensive matter
of .adequate signalling installations. I do not think we would ever feel safe
to improve our speed to the degree you are suggesting until we have substantial-

ly improved our road beds, and until we have installed power signalling on a
larger portion of our line.
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Mr. FurLtoN: What factors would be required to justify that sort of ex-
penditure? Do your officials feel that with the present population of Canada—
supposing you wished to provide it at the present time—would such an expend-
iture be justified?

Mr. GorooN: I think it will be justified in time, but it is a matter of
timing. It seems to me that this country is entitled to expect a high standard
of railway service. Now, as I mentioned earlier in discussing our results

| for the year, we have not been able, really, for quite a few years—since the
. war years in fact—to get the necessary labour or materials to put our road
. structure in anything like the condition we would want to see it. All during

the war years steel was not available. Last year was the first year in which
we have been able to carry out a planned track program.

We have come here year after year with a planned program for rehabilita-
tion of our track, for new rails and so forth, and it has been aimed at the
limit at which our officials feel they could handle it. But there is a maximum
limit after all to what ‘we can tackle in the matter of organization and getting
work done.

Year after year you have been good enough to vote us the money, but
year after year we have fallen short of our objective, largely due to the
shortage of rail and the shortage of material of one kind or another. But the
situation now is changing, Last year was the first year, in many yedrs, that
we actually carried out a planned program.

Mr. FuLToN: So your whole program, as you envisage it, when completed,
will bring about the circumstances under which you will be able to increase
the speed?

Mr. GorpoN: That is right. And in regard to the very expensive matter
of power signalling, it becomes a matter of judgment as to how much we feel
justified in spending on it, year after year. There is a tremendous job to be
done there, and a very expensive one. Moreover, it is highly technical, and
there are definite limits in regard to the number of technical staff which can
be made available for it.

You have seen that particularly through the mountains where we have
taken four or five years to put a program through there, and yet we still
have another two years to go on it.

Mr. FuLtoN: Would it be fair to say that the program of improvements
that you have now in mind will, when completed, result in increased speed for
both passenger and freight? In other words, it would not be necessary for
you to embark on a new program of improvements?

Mr. GorooN: No. The trend should be always towards improvement.
And as we appear, year after year, before this committee, I would suggest
that your concern is to make sure that we are going all out in getting that
type of improvement. Again it has to be a matter of judgment as to how much
money we feel we can spend, and if, under the circumstances, it is justified.
Without any difficulty at all I can total up three or four hundred million

dollars for you; but it becomes a matter of intelligent judgment as to just
what we can do.

Mr. Pourior: What will be the average speed of the Super Trans-
Continental train?

. Mr. DiNGLE: Forty miles per hour over all, Montreal to Vancouver,
including station times, servicing, etc.

Mr. GorpoN: When we are talking of the average, that means that we
would reach a top speed of eighty miles per hour in certain sections, and then
run down to a speed below that in other sections, but averaging 40 miles
per hour including station delays and everything else.
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Mr. Pourior: Now, I would like to have some information about the
cost for the removal of snow this year. It must have been very much.

Mr. Gorpon: I have not got the total for this year, but the total for last
year is given, and it would be about the same.

Mr. Pourior: This year I think it was worse.

Mr. GorpoNn: It was $4,360,000 last year; and we have no reason to hope
that it will be much less this year. We are still struggling with a very severe
storm right now which will cost us anywhere from three to four hundred
thousand dollars.

Mr. KNIGHT: Snow removal is heavier in the east than in the west,
except in the Rockies.

Mr. Gorpon: This year it has been, but it does not always follow that
pattern.

The CHAIRMAN: Can we go to the next item? Motive power is carried—
“Freight and Passenger Equipment”?

Mr. FoLLwWELL: I was going to ask Mr. Gordon if the equipment on the
super continental would be all new equipment, or would it be a similar type
of equipment to the open dome advertised by the C.P.R.?

Mr. GorpoN: We have no dome cars as provided by the CP.R. We have
decided not to go into that particular type on the super continental, but
by and large the equipment will be new equipment. It will be either new—
that is new in the sense that it has been just recently delivered—or modernized
equipment that has been converted in our shops and is new to all intents
and purposes.

Mr. FoLLweLL: Is it reasonable to ask why you have decided not to use

open dome cars?

Mr. GorpoN: That becomes a matter of judgment in regard to the appraisal
of the situation. We felt, rightly or wrongly, that the additional money going
into dome vistas was not justified in the light of passenger preference, that
the number of occasions in this country when you could sit in comfort with
dome vistas and see the surrounding countryside was relatively small, and
that by and large we could spend money to better advantage in buying the
equipment which we did. I know my C.P.R. friends will violently disagree
with me, but it is a matter of judgment which the management had to decide
upon, and we took the decision to spread our money as widely as possible
in order to have modernized equipment in all our passenger services rather
than concentrate it on a particular type of equipment dedicated to a particular
service.

Mr. CArRTER: In Newfoundland we still seem to be short of sufficient
passenger equipment. Can you tell me something about your program this
year to close the gap?

Mr. Gorpon: In the matter of future purchases we would make better
progress if that were dealt with under “Capital Budget”. We will have the
actual details at that time.

Mr. CarTeRr: There is another question which I should like to ask you.
I probably should have asked it under “Research”. Last year your research
department put on an exhibition of a refrigerated box which was specially
adapted for carrying unfrozen fish.

Mr. GorpboN: Yes.

Mr. CARTER: Can you tell us what has happened since then?

Mr. Gorpon: We have had quite a disappointing and quite an encouraging
experience; it has been a mixture of both. The box which you refer to is
known as the Canex box. It is a very ingenious proposition whereby, by use
of a special type of refrigerant surrounding the box, we are able to keep
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fresh fish at a temperature just below freezing point, namely, about 29 degrees.
The temperature varies very little and the box will keep fish fresh, for about
one hundred hours, even in very warm weather. The bacteriological condition
in fish is such that the fish will warm up, even lying in ice, past the spoiling
point, in a relatively short time. We think we have designed something here
that is of real advantage. We have had a mixed reception, mostly, I should
say, because it is a new idea to the trade and it is completely contrary to the
manner in which fish has been marketed in the past. About a year ago I
thought it was a failure. We had not been able to interest the trade in using
the box or to pay any extra price, or even to give us extra business by reason
of this specialized type of box. However, last week I was talking again with
Mr. S. W. Fairweather, who is in charge of our research department, and he
tells us that latterly there has been a demand from people who serve fish
specialties, particularly in restaurants and so forth. There are a number of
large users who are exhibiting an interest, and we are now hoping that we
will get some of the distributors to increase their interest. I would rather
not give the names of these people because they are in the process of considering
it, and it would be unfair to make comparisons between them, but I have high
hopes that in due course, when these people have themselves organized to
serve Canex transported fish, it will have a consumer appeal in regard to
flavour and otherwise, which will give us an interesting volume of business.

Mr. CarTER: Could you say whether some of these distributors, whom you
do not wish to name, include distributors in Newfoundland who are interested
in using this box?

Mr. Gorpon: I cannot tell you that specifically, but my impression is that
it applies to all of them. In distributing fish from the producer level right
through to the retail trade there is an element in the trade covering the
shrink, the spoiling. In our box there is no shrink, so that the distributor
fails to get the advantage of the shrink in the matter of his price. That has
been one of the factors militating against this. I am told that there have
been tests from Newfoundland.

Mr. CarTER: I have a great interest in this box, because in Newfoundland
processers are at a disadvantage as compared with the mainland processers
in that the mainland people have a large market for unfrozen fish, which it
costs them less to sell, and they get a better price for it on the market. I was
hoping that this box would even up some of the disadvantages which New-
foundland processers have to suffer. I have one further question, Mr. Gordon.
You have been thinking so far only about fish. In Newfoundland we have
a good deal of trouble in getting in fresh fruit.

Mr. GorboN: Those boxes would be quite suitable for that purpose, too,
but, of course, it is one thing for us to provide a transportation vehicle of
which we are proud and which will do the job and move the perishable goods
I have mentioned, whether it be fish or fruit or any other kind of perishable
goods. But it is another story to get the trade to use it, and so far we havé
had disappointments for the reason that we have met with wholesaler resistance
to using the Canex box in the distribution of fish. We have been doing quite
a selling job in one way or another and we still have hopes that we will be
able to put this patented device over, but it will depend on getting some
response from the market itself.

Mr. CARTER: I was hoping to make a deal with the chairman, so that he
would buy some of our fish and we would buy some of his fruit.
The CHAIRMAN: A good idea.

Mr. GorpoN: One of the best things you can do is to get the consumers
in Newfoundland to use Canex for fruit.



120 SESSIONAL COMMITTEE

Mr. .POULIOT: Can you use for fruit a box which has been used before
for fish?

Mr. Gorbon: Yes, properly cleaned. There is no trouble in the cleaning.

Mr. MACDONNELL (Greenwood): If this question has not already been
asked, I should like to ask how much scientific research—as distinguished
from economic research, which I presume you have to do yourself—you aim
to do yourself, and how much you farm out. What is the policy? If that
has been covered, I shall admit to being too late.

The CHAIRMAN: It has not been covered.

Mr. GorpoN: I do not have conveniently a breakdown of what you have
in mind with regard to scientific research. We have a laboratory in Montreal
quite well equipped for the purpose of testing all sorts of materials and for
the purpose of carrying out experiments. That would cover all sorts of
equipment. If you would look at page 26 of the annual report, you will see
a very interesting picture of the sort of thing we do. We carry on all sorts
of quality control testing and we spend a fair amount of money on it. But I
do not have a breakdown as to what actually goes into this particular phase
of it.

Mr. CHURCHILL: Two or three years ago, I asked a question in regard
to the retirement of the colonist cars. I note that there were 144 two years
ago and a number were retired in 1953. 26 have been retired now apparently.
If my recollection serves me correctly I think you said when I raised the
question at that time that it was the intention of the railway to retire the
colonist cars and replace them with other types.

The reason I raised the question at that time was that it was not long
after a rather major disaster in the railway had occurred where colonist cars
were involved and had telescoped and burned. My understanding was that
they are the old largely frame construction car and are a dangerous type
of car when accidents occur. My question at this moment is what is the policy
with respect to replacing these colonist cars?

Mr. GorbonN: The point is that colonist cars are only one of the types of
cars we would like to get rid of. We have yet in service a great many wooden
coaches which we are forced to use because we can only replace them gradually.
Of the 118 colonist cars which you see in our inventory in service now, only 36
of those are wooden cars, the others are steel underframe.

Mr. CHURCHILL: My question then should refer to wooden cars.

Mr. GorpoN: We have in the Canadian National a total of 490 wooden
cars still in service. These are all wood cars. And these we are trying to

replace on a program basis each year to the extent that I think our capital
budget can stand it.

Mr. CHURCHILL: How long do you think it will take to replace them?

Mr. Gorbon: Well, I would not like to give a firm estimate on it. It will
take quite a few years. 490 cars are a lot of cars and when you figure the
average cost of a coach now which is running to about $135,000 for a day
coach alone, and then when you multiply that by 500 you have quite an item.

Mr. CHURCHILL: But at the same time, you do recognize the danger?

Mr. GorpoNn: Yes, and we do keep them out of mainline high speed servicg.
We use them almost entirely in branch line service where the speed hazard is

not as great as on the high speed main line service. There are none of these
wooden colonist cars on the main line.

Mr. CHURCHILL: I was on one not long ago coming to Ottawa.
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Mr. GorboN: You may have thought it was a wooden car. Was it a dead-
head heading back?

Mr. CHURCHILL: It may have been a deadhead heading back.

Mr. KNIGHT: When you speak of getting rid of those cars is there any cash
value?

Mr. GorbpoN: Yes. We grade them down into work units or things of
that kind.

Mr. KNigHT: They are not a total loss?

Mr. Gorbon: No. The life cycle in a car is a steady process of being graded
down to working equipment on retirement.

Mr. CHURCHILL: You mentioned the fact that they are not used on the main
line service but you still use them on these specials and so on?

Mr. GorpoN: Yes some. That is again the problem of meeting the peak
load when we have to press into service anything we have. There may be
cases where in an emergency we will have to use wooden coaches. Take for
instance hurricane Hazel which was an emergency and we threw in everything
we had.

Mr. CARTER: I would like to ask Mr. Gordon if the management is giving
any thought to finding an alternate base to Argentia. It is a military base and
because of that it is not very suitable for a passenger terminal. It is a military
area and it is a restricted area. It is a restricted area from the minute you
land there until the minute you get out.

Mr. GorpoN: I remember Argentia and I was checking with Mr. Dingle.
Our passenger facilities there are to service the area and that includes the
military area.

Mr. CarTER: Yes, but it is also a terminal for your passenger boat services
and you cannot own any property there. Even the Canadian National Railways
officials have to get permission to move about in the area, passengers are
restricted and there is no place for them to stay, no hotel, no place for them to
get anything to eat and they just have to stay there until a train comes by and
picks them up if they do not happen to make a connection.

Mr. GorpoN: We have no plans in mind in regard to those conditions. I
am afraid the conditions you refer to are just one of the facts of life at that
point and we think our facilities are adequate in relation to the traffic we are
handling.

Mr. CarTer: I understand that the expansion of the military base will
make it necessary for the Canadian National Railways to move.

Mr. GorpoN: We have no information on that. That has not come to our
attention. Have you, Mr. Dingle?

Mr. DincLE: No.

Mr. Carter: I think an alternative site should be looked up before too long.
There is another thought I should like to put before you. Have you given any
thought to tapping your rail line in the middle instead of at both ends as you
do now?

Mr. GorooN: Tapping it?

Mr. CARTER: Running a line across?

Mr. Gorbon: No, there is no such project in view.

Mr. CArTER: You have not then given any thought to it?

M;‘. Gorpon: No, no such project in view at all. There is nothing from
the point of view of traffic to encourage us to embark on a project of that kind.

Mr. CarTER: There would be quite a saving in your coastal services. You
could double the frequency of your service at much less cost than you are doing
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now on the south coast and northeast coast if instead of having one boat leaving
Port aux Basques and another one leaving Argentia and moving towards each
other if you had them moving from Bay d‘Espoir, one going east and one west,
they could cover that in about half the time and give much better service at
much less expense.

Mr. Gorbon: Well, Mr. Carter, I have every sympathy for your views on it,
but I am afraid it is the story again that everybody else knows how to run the
railway but the railway. Everyone has his own pet ideas as to how this service
and that should be handled, but when we examine these things in the hard
facts of economic life they don’t stand up.

Mr. CARTER: I was just going to say that I may not know much about rail-
ways but it does'not seem sensible to haul goods into St. John’s in Newfound-
land and haul them all the way back again.

Mr. Gorpon: Well, I would be perfectly happy if you would put your views
before me in writing and tell me what you have in mind. I will have it checked
up and we can have an interesting talk about it.

Mr. CARTER: I would be glad to.

Mr. JOoHNSTON (Bow River): I would like to ask Mr. Gordon since he
has been speaking about top loads what is the comparison as far as financial
costs are concerned between the diesel engine hauling a load of freight and
the steam engine hauling a load of freight—that is the financial difference?

The CHAIRMAN: I think, gentlemen, we are getting off the track here.
We are dealing with road property now and that deals with terminals and
matters of that kind. Dieselization came under motive power and we have
already dealt with that. We had a long discussion on that question. While
Mr. .Gordon might be able to provide you with those figures at a later time
I think we will have to stick fairly closely to the regular procedure.

Mr. JouNSTON (Bow River): Mr. Gordon was referring to that fact at the
moment and I thought this would be the occasion when it would be best for
him to answer it.

_Thg CHAIRMAN: I think we must stick to the subject under discussion,
which is road property, and this has been fairly well discussed by Mr. Carter
and so on, and if there is nothing else we can move on.

Mr. JOHNSTON (Bow River): Well, we are speaking of freight, are we not?

The CHAIRMAN: No, road property.

Mr. JOHNSTON (Bow River): You are one ahead. You had called the item
before we were through.

The CHAIRMAN: We were at road property. We were talking about the
yards at Argentia and I think that comes under road property, but I do not

tl;inicl dieselization or diesel power has anything to do with road property
at all.

Mr. JounNsTON (Bow River): But it does have to do with freight and
passenger traffic.

The CHAIRMAN: Am I right, Mr. Gordon?

f Hon. Mr. MaRLER: There is no doubt about that. The only thing is this
item has already been adopted.

Thg CH_AIRMAN: That question was asked and Mr. Gordon has answered it,
about his diesel hauling.

Mr. Gorpon: I can answer it again if we do not get back into a general

tsitiscqssion. You just want a comparison of the cost of using a diesel and
eam?

Mr. JounsTON (Bow River): Yes.
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Mr. GOorDON: As a generalization the cost of diesel operatic.m runs about
50 per cent to 60 per cent of steam. It will vary according to circumstances.

Mr. PouLioT: Mr. Chairman, just before this, referring to paragraph 50,
what happened at Prince Rupert that brought a contrqversy in the press?
There was something that was done by the railway at Prince Rupert.

Mr. LaNGLoIs (Gaspé): Wasn't it the dry dock?
Mr. PouLioT: Yes.

Mr. Gorbon: You are referring to the decision to close down the dry
dock at Prince Rupert?

Mr. PouLioT: Yes.

Mr. GorpoN: The dry dock itself has been sold and the facilities in Prince
Rupert have been closed. We are now in discussion with local interests there
to see whether or not it is possible to work out a deal to sell them the local
machine shop which would be sufficient to provide servicing for small boats
in that area. That is under discussion now with our officials there, but I have
nothing definite before me to report.

Mr. Pourior: I was surprised at that move on account of the Kitimat
development that is in the vicinity of Prince Rupert.

Mr. GorboN: Well, there was no need for the services there, Mr. Pouliot.
The only need at Prince Rupert today is for small repair facilities to take care
of the coastal vessels there and that does not need the operation of a large
volume dry dock. Incidentally, the dry dock was badly in need of repair
and would have cost something in the order of $2 million to rehabilitate
it and there just was no justification in terms of present demands. So it has
really been disposed of as a salvage operation and the rest of the facilities
which the community is interested in, as I say, are under discussion now,
and it may be we will be able to work out an arrangement to dispose of the
machine shop to local interests who will operate it in the interests of providing
the service they actually require.

Mr. PouLioT: The machine shop that was used for the dry dock?
Mr. Gorpon: Yes.

Mr. FuLrTon: I would like to ask Mr. Gordon about paragraph 60. Have

you had time yet to reach any conclusion about the savings on this continuous
rail?

Mr. GorponN: We do not expect we will be able to get any worthwhile
information for at least a period of continuous operation of three years.

Mr. FurtoN: As to the maintenance savings, if any?

Mr. Gorpon: That is right.

Mr. FuLtoN: What about laying costs?

Mr. Gorpon: That is all included in it.

Mr. FuLTon: Is it possible to say how much it costs more to lay it or less
than the other type? ,

Mr. GorponN: We have a figure on that. The figure that we have at the
moment—and this only refers to this very small part of ten miles which is
not a fair test—we have established that it cost about $1,390 per mile more
to lay than what might be done under what is called the standard method.
That, it is about 5 per cent more and, of course, we would have to be able
to recover it in the actual saving of maintenance and justify its installation.

2 Mr. Pourior: What was done to enlarge the railway yard at Riviére du
oup?
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Mr. GorpoN: Last year we did not actually extend or build any part of
the new yard. The tracks in the existing yard were lengthened somewhat and
team tracks were provided in 1954. But due to the excessive cost involved in
that yard, we made no progress last year. )

Mr. PourioT: Does the railway still consider the establishment of a new
yard east of the former shops of the railway?

Mr. Gorpon: We have a project under examination having to do with a
new yard in Riviére du Loup. We are not ready to announce it because we do
not feel the need for it yet. But the project is under study and it may be
started next year, depending on what the circumstances are in regard to our
need; but we do have a project which contemplates a new yard at Riviére du
Loup.

Mr. PourioT: And this yard would be last of the former repair shops of the
railway?

Mr. Gorpon: That is correct.

Mr. PouLroT: Thank you:

Mr. MurpHY (Westmorland): With this new road property now, and with
the new schedules coming out, and with the diesel travelling east from Montreal
in that region, what is the speed?

Mr. DINGLE: The top speed is seventy-five m.p.h.

Mr. MurpHY (Westmorland): I think that the roadbed east of Montreal
would appear to a passenger anyway, to be in very poor condition.

Mr. GorpoN: The road bed where?

Mr. MurpHY (Westmorland): The roadbed east of Montreal in the province
pf Quebec, from Campbellton in New Brunswick north. New Brunswick prov-
ince is good, but on the journey through the Matapedia valley north to Quebec
Cl?y and up that way, the roadbed is terrible. I am wondering if anything is
going to be done to improve this roadbed before they put on the new diesels,
because if they do not, they will be taking to the woods; they are just hanging
on to the track as it is: )

Mr. Gorbon: Of course, this is a perennial question with respect to opinions
as to the state of our roadbed. We spend a great deal of money on that roadbed
aqd we h'ave it under a regular maintenance program year by year; and you
will fmd in our capital budget that we will have another allocation and will be
keeping on spending money on it.

Mr. MurpHY (Westmorland): I realize that, but you must know that it is
very, very rough. You cannot move around in the trains in which your are
travelling in this district that I speak of; beer glasses will fly off the tables.

Mr. .GORDON: Mr. Dingle is our vice-president of operations, and he does not
agree with you at all. So go to it.

Mr. Pourtor: I do not agree at all. I support Mr. Dingle.

The CHAIRMAN: Shall the item carry?

. Mr, C'}ILLIS:. I would like to support Mr. Murphy. I ride that thing quite
ol en too; angl in the area he speaks of, if you are in the dining car, it is
?lf most 1mposs_1ble for a waiter to walk through the dining car with a meal; and
1L your meal is on the table, you will be lucky if it is still on the table after
you get through that area.

N hgr. GOR‘DON: I have the misfortune to which Mr. Pouliot has called my

bu:i?a é:sncg:‘u;ce (;ften, thlat when I travel I go in the business car. Now, the
s always placed at th i i

B 02 s whote o e rear end of the train and it gets the worst

Any time I have travelled over that track I have not found that I spilled

my soup, coffee, or anything else. I am able to eat, read, write, and work, and
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I get on reasonably well. I do not say that there are not spots. There always
will be spots where the tracks are rough, but that will vary throughout thg year
depending on seasonal and frost conditions. By and large I accept Mr. Dingle’s
assurance that the roadbed conditions are at least fair to good standard.. I
would not say they are top notch, but they are fair to good; and we are spending
a considerable amount of money to keep them up to a reasonable standard.

Mr. PouLioT: The important difference is that I can read, eat, and drink like
you, Mr. Gordon, but I cannot write.

The CHAIRMAN: Mr. Bell.

Mr. BELL: In connection with the terminal facilities which are planned
in Moncton, New Brunswick, could you tell me if there are:any plans to
transfer staff, personnel or other facilities from any of the other areas in the
Maritimes such as St. John, to Moncton? Will St. John lose part of their
facilities in order to staff the Moncton terminal plant?

Mr. GorboN: I am not sure what you have in mind but, generally speaking,
if we close down facilities anywhere, the employees affected by such closure
have specified rights under the wage agreements referred to as seniority.
These men start from the top, senior clerks and go out on jobs elsewhere on
the system, depending upon where the seniority rights place them.

Mr. BELL: I am thinking that in Moncton there is a new addition going
on to the terminal building or something there. I was wondering if that is
the beginning of a plan to concentrate more facilities in Moncton?

Mr. GorpoN: No. The building you refer to is the communication building
which has been badly needed to centralize our telegraph and communications
equipment in a modern building. It has been in quite an unsatisfactory shape,
and we have finally decided to get it centralized in that building.

Mr. Pourior: I rise to a point of order. Mr. Macdonnell, what about
the Conservative caucus? It is at eleven o’clock.

Mr. MACDONNELL (Greenwood): May I say one thing? I want to agree
with Mr. Pouliot as to the condition of the track. I have had exactly the
same experience as he, last November. My only difficulty was in writing,
but I am assured by my friends that this has nothing to do with the tracks.

The CHAIRMAN: Shall the item “Road Property” carry?

Mr. MurpHY (Westmorland): I should like to ask a question when we
come back.

Mr. CHAIRMAN: Ask it now, Mr. Murphy.

Mr. MurpHY (Westmorland): It is on this matter of the roadbed. We had
an accident at McGivney Junction, New Brunswick, about a month ago, and
I think that it was reported in the newspapers that we had had several accidents

on that line. Would it be because of the roadbed? What would be the cause
of the accidents in New Brunswick?

Mr. GorooN: I would not want to make any generalization about the
causes of accidents, because each accident is investigated very carefully, and
there wil] be a variety of reasons. Mr. Dingle reminds me that we have had
some difficulty with broken rail and journals, in the area you have mentioned,
but one of our most serious accidents was a rear end collision at McGivney
Jet. which took place entirely through man failure. It took place with over
a mile of clear vision, and it was one of those breakdowns in human beings
that will take place despite the utmost precautions. But I do not think you
can generalize at all on causes of accidents, and I most certainly would not say
that the condition of the roadbed was a special contributing force except to
the extent of this broken rail situation, which again is something we cannot

always foresee. It is a failure which will happen under given conditions
56824—2
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despite the best testing we may do on the rail. We can never be absolutely
certain that our tests will give us warning, and under special conditions of
climate or of traffic these things happen.

Mr. CARTER: Mr. Gordon, last year I understood that you had plans for
the improvement of the station at Goobie’s Siding. That is a junction of
the railway line with the Burin Peninsula highway, and all the passengers
from Burin Peninsula, the western side of Placentia Bay and the eastern side
of Fortune Bay go to meet the train there. The station there is a tiny affair
about fifty years old and certainly not adequate to meet the tremendous
increase in traffic.

Mr. Gorpon: This is an item, Mr. Chairman, which properly comes under
the budget.

Mr. CARTER: I can leave it until then.

Mr. GorpoN: But I will dispose of it now by telling you that there is an
item for Goobie’s Siding in the budget.

The CHAIRMAN: Shall “Road Property” carry?

Carried.

We will adjourn until this afternoon at 3.30 p.m.

AFTERNOON SESSION
The committee resumed at 3.30 p.m.

The CHAIRMAN: Gentlemen, I see a quorum. If the committee will come
to order the first item for discussion will be the heading “Communications”.

Mr. MACDONNELL (Greenwood): Mr. Chairman, could I raise a question of
privilege? I have just been approached by some people representing Oakville
with regard to the fares and I wonder if you would give me just a moment to
make a statement. I think Mr. Gordon at any rate is likely to know the
attitude which has been represented to me which is a request in the case of
these people to alter the situation in some way. I will be very brief, Mr.
Chairman.

The people at Oakville are troubled because, of course, on the face of it
their increase has been larger than the one at Montreal—and I am not over-
looking the fact that you are trying to have the Montreal service done away
with—but from their point they think the 100 per cent is too high and, secondly
—and this I thought Mr. Gordon would be interested in—they say they put out
a questionnaire, that they had got an answer from 300 or 400 people in
Oakville that if the service could be improved they would be glad to come in
and use the service even though the equipment was not altered. In other words,
their complaint, the complaint they put forward, is that they think they are
being charged more. They gave me some figures to indicate that which I do
not think it is necessary to put on the record because Mr. Gordon will be
familiar with them and most of all they feel that the suburban service from
'_I‘oronto west is nothing like as good as it is in Montreal. Certainly having lived
in both cities myself I would have thought that that was true.

Now, Mr. Chairman, that is all I wanted to bring forward. I realize that
it has been before the board and that it cannot be altered unless it goes before
the board again, but I thought Mr. Gordon would not mind having those
:fpresentations brought to his attention in case he is able to give any considera-

on to it.

; The CHAIRMAN: I think the minister would like to say a word in connection
with this matter at this point.
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Hon. Mr. MARLER: Mr. Chairman, I would like to tell the committee that
following the decision of the Board of Transport Commissioners at which the
question of commutation rates on the Oakville service was considered that after
the appeal of the Commuters’ Association had been dismissed there was an
appeal to the cabinet pursuant to the provisions of the Railway Act, a brief
was filed by the association and when the matter was on the point of being
decided a further brief was filed by the Commuters’ Association. The two
briefs were then fully considered by the cabinet and after having given careful
consideration to the whole matter and particularly to the representations of the
association, the cabinet came to the conclusion that the decision of the Board
of Transport Commissioners ought to be maintained and it was maintained by
the cabinet. I believe that the Commuters’ Association has been advised not
long after the matter was so disposed of.

I have no doubt that members of the committee would be interested if

' Mr. Gordon would merely say a few words on the subject of the difficulties of

. .
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providing services in this particular area and also perhaps he might acquaint
the committee with the railways’ own observations with regard to the situation,
particularly that which has developed since the appeal was first heard by the
Board of Transport Commissioners.

Mr. MACDONNELL (Greenwood): There is just one point I omitted and that
was that they had hoped that some of the through trains might have stopped.
I think that was one of their points as to service.

Thank you, Mr. Chairman, for giving me this information.

The CHAIRMAN: The next item is as to communications. Shall the item
as to communications carry?

Mr. CarTER: I would like to ask Mr. Gordon what their program is in
Newfoundland for the coming year.

Mr. GorpoN: That would be in the capital budget again.
Mr. CarTER: Can you tell me this: are you giving consideration to a line
extension down the Burin peninsula?

Mr. Gorpon: Ask those questions again on the capital budget and I can
get them more conveniently there.

Mr. Farey: I notice the acquisition of the British Columbia telephone line
from Prince George to Prince Rupert. There was a question asked about the
old employees of the old telephone service. Were they absorbed into the new
service?

Mr. GorooN: They were.

Mr. Farey: There were no difficulties whatever?

Mr. GorpooN: There was some difficulty at the time of the actual transfer.

It has escaped my mind just what, but it has been straightened out and as far
as I know they are happy.

Mr. Lecare: On the proposed line from Montmagny to Gaspe are the
railway contemplating—

The CHAIRMAN: Mr. Legare, are you referring now to communications or
extensions of lines?

Mr. LEcare: Extensions of lines.

The CHAIRMAN: Can we carry the item “Commumcatlons”"
Carried.

Mr. LecarRe: When the railway company is contemplating the extension
of the Gulf Terminal Railway Montmagny to Matane I do suppose they will
consider extending it to Ste. Anne des Monts?

56824—2%
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Mr. GorponN: We have nothing of that kind under immediate contempla-
tion, no.

Mr. BELL: Mr. Chairman, on line extensions could you tell us if there are
any extensions planned into the—

The CHAIRMAN: I think that would probably come under the capital budget,
would it not, Mr. Bell? Carried?

Carried.

The new hotel.

Hon. Mr. MARLER: I wonder, Mr. Chairman, if before we come to this
item perhaps Mr. Gordon might revert to the subject of the four hotels which
we discussed last night because he would like to make some further comments
on that subject.

The CHAIRMAN: Very well.

Mr. GorpoN: Mr. Chairman, I gave some thought to the discussion which
had taken place regarding the figures for the four hotels that went on at
yesterday’s committee and I came to the conclusion that the figures which had
already been revealed and discussed along with the figures which appeared
in last year’s report representing book value could be put together in such
a way that it would lead to a conclusion which might be misleading.

That being the case I felt it was only fair to examine the situation in
terms of its meaning in relation to the purchaser. I therefore have had
communication with the purchaser and the syndicate represented by him,
pointing out what had happened and that in those circumstances there might
be some feeling, perhaps some cloud arise in connection with the transaction
itself. I asked him if he would take any objection to my revealing the figures
and giving out information which I had regarded as private information on
a business transaction. He said that he had no objection, if I felt it was
necessary.

He did have objection in the general sense that it was a private matter
and he felt he should not be expected to reveal his private business, but he
also felt if it would be helpful and particularly if it would clear up any thought
that there was something mysterious about the transaction, ‘then all right’,
he said, ‘disclose the figures’. I have given that background first because I
want to make my own position clear that I still hold firmly to the principle
that it is wrong for the Canadian National management to be put in the
position of having to disclose transactions with third parties. If I may,
therefore, subject to that general principle, deal with this particular matter
without prejudice I would like to do so.

The CHAIRMAN: Mr. Gordon, I think that should be the position of the
committee too on any subsequent matters that might arise.

: Mr. Gorpon: It has always been the position and I just reserve my DOS_i-
:;on in that respect before I am willing to deal with this particular item in
olation.

Mr. MacpONNELL (Greenwood): I am very glad to hear what Mr. Gordon
said, but I also want to reserve the position I took last night that the reason we
thought these figures should be given is that we do not regard them as a
transaction in the ordinary course of business. It is for that reason we thought
the figures should be given because this is in fact the cessation of part of the
railway’s business.

Mr. FAIREY: Mr. Chairman, I think we might be creating a precedent here.

The CHAIRM..AN: That is why I said what I did and I would say that on
subsequgnt occasions this should not be quoted back as a precedent by some-
one saying, “You gave us the figures once.”

e
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Mr. Famey: I think if we give the figures it is bound to be quoted as a
precedent because it is a precedent.

Hon. Mr. MARLER: I think perhaps I might say, going along with the view
that Mr. Macdonnell expressed last night, that the sale of four hotels out of a
series was perhaps something a little bit outside the usual course of business
and I think perhaps if we were seeking justification we might make that a
reasonable ground for departure from past practice.

Mr. GorpoN: I also would like to add a point, that in this case the pur-
chaser himself realized that the discussion that has already taken place may
leave him in a position of some suspicion or some vulnerability in regard to
public criticism. That being the position I do not think it hurts if we proceed
in the manner I suggest.

Mr. Famrey: The only thing is in the House and in this committee we have
always taken the stand that there are certain privileged communications and
I think it is dangerous to break it down. However, if Mr. Gordon is prepared
with those reservations to take a chance I have nothing further to say.

Hon. Mr. MagrLER: I think what is particularly significant in this case is
that the disclosure has been made with the full consent of the person who
would normally be entitled to object.

Mr. GorpoN: In the interest therefore of covering the whole story may I
revert to my reply to Mr. Hamilton? I think he asked me about an appraisal
of this property. I replied that there was no appraisal. That is correct, but
I should perhaps have made it clear that we did have a very careful examina-
tion and appreciation of these properties by our own senior officials in charge
of these matters. This report, was prepared before we called for tenders on
these properties in order that the board of directors of the railway might
reach a judgment as to the wisdom or otherwise of disposing of them at all.
On the basis of its survey that committee advised me that on a break-up
basis, the best figure they could expect to realize for the properties would be
around $350,000, but they also pointed out that the value of these properties
to a prospective purchaser might be considerably greater than the salvage
value. Moreover they reached the conclusion that these hotels have no place
in the Canadian National Railways because they had largely lost their basic
purpose as a traffic getter and they do not now fit into our general style of
hotel operations.

That being the case the committee came to the conclusion that the rail-
way would be better off if we could find a purchaser for the four properties
and that we should get a price between $350,000 and $1 million. With that
in mind we advertised the properties, called for tenders or offers all across
Canada in every place where we thought there might be any interest; we
also were careful to write to any person who had exhibited an interest in
any one or more of the hotels back over the years. The figures are therefore
these, and I would like to repeat them and place them on the record in summary
form so there will be no misunderstanding.

The book value of the assets sold, as I think I mentioned yesterday, was
$3,300,284.

Deducting from that book value the land adjustment to which I referred
yvesterday, namely, $342,986 and also the depreciation of $2,047,334 we arrived
at a net figure of $909,964.

The bid price which was successful tendered by the Thorn syndicate was
$915,000. So as I indicated yesterday we just about broke even on the depre-
ciated book value.

Now, in regard to some other questions that were asked I want to inform
1_:he committee that the deed of sale has not yet been delivered. We are still
In process on part of the negotiation, that is to say, the agreement of sale is
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completed but t