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ORDERS OF REFERENCE

House or CoMMONS
Monpay, 21st March, 1949

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 not-
withstanding Standing Order 65, in relation to the limitation of the number of
members, the said Committee consist of Messrs, Bourget, Chevrier, Clark,
Emmerson, Fulton, Gibson (Comox-Alberni), Hatfield, Hazen, Hlynka, Jack-
man, LaCroix, Lafontaine, Lockhart, Maybank, McCulloch (Pictou), McLure,
M(Xore, Mutceh, Nicholson, Picard, Pouliot, Reid, Warren. Bt 1
l §

,lj
\ }

N v

g (\{ L

Tuespay, March 22, 1949.

Ordered,—That the Annual Report of the Trans-Canada Air Lines for the
yvear ended December 31, 1948, and the Auditors’ report to Parliament for the
vear ended December 31, 1948, in respect to Trans-Canada Air Lines, tabled
this day, be referred to the said Committee.

Ordered,—That the Budget of the Canadian National Railways and the
Canadian National (West Indies) Steamships, Limited, for the calendar year
1949, and the Annual Report of the Canadian National Railways Securities
Trust for 1948, tabled this day, be referred to the said Committee.

Ordered,—That the Annual Reports for 1948 of the Canadian National
Railway System, the Canadian National (West Indies) Steamships Limited,
and the Auditors’” Report to Parliament in respect to the Canadian National
Railway System and the Canadian National (West Indies) Steamships Limited,
tabled on March 18, 1949, be referred to the said Committee together with the
following items of estimates for 1949-50:

Vote 488—Maritime Freight Rates Act, Canadian National Railways;
Vote 489—Maritime Freight Rates Act, Railways other than Canadian

National;

Vote 556—Prince Edward Island Car Ferry and Terminals, deficit

1949;

and that the Resolution passed by the House on March 14, 1949, referring certain
estimates to the Committee of Supply, be rescinded in so far as the said Resolu-
tion relates to Votes Nos. 488, 489 and 556.

TaURsDAY, March 24, 1949.

Ordered—That the name of Mr. Beaudry bé substituted for that of Mr.
Lafontaine on the said Committee.

Fripay, March 25, 1949.

Ordered,—That the said Committee be empowered to reduce its quorum
from 12 to 8 members, and that section 3 of Standing Order 65 be suspended in
relation thereto.

3
3408211



4 SESSIONAL COMMITTEE

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

Ordered,—That the said Committee be given authority to print from day
to day 500 copies in English and 200 copies in French of its Minutes of Proceed-
ings and Evidence, and that Standing Order 64 be suspended in relation thereto.

Attest.
ARTHUR BEAUCHESNE,
Clerk of the House.

REPORT TO THE HOUSE
Fripay, March 25, 1949.

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

First REPORT

Your Committee recommends:

1. That it be empowered to reduce its quorum from 12 to 8 members, and
that section 3 of Standing Order 65 be suspended in relation thereto.

2. That it be granted leave to sit while the House is sitting;

3. That it be given authority to print from day to day, 500 copies in Eng-
lish and 200 copies in French of its Minutes of Proceedings and Evidence, and
that Standing Order 64 be suspended in relation thereto.

All of which is respectfully submitted.

S. M. CLARK,
Chairman.

The said report was concurred in this day.
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MINUTES OF PROCEEDINGS

House or Commoxns, Room 430
Fripay, March 25, 1949

The Sessional Committee on Railways and Shipping owned, operated and
controlled by the Government met this day at 10.15 o’clock a.m.

Members present: Messrs. Beaudry, Chevrier, Clark, Emmerson, Fulton,
Hatfield, Hlynka, Maybank, McCulloch (Pictou), McLure, Moore, Mutch,
Nicholson, Reid, Warren.

The Clerk of the Committee invited nominations for the position of Chair-
man.

Whereupon, on motion 6f Mr. Emmerson, Mr. S. M. Clark, member for
Essex South, was elected Chairman.

Mr. Clark took the Chair and after thanking the members for the honour
bestowed upon him he read the Order of Reference.

On motion of Mr. McLure, Mr, McCulloch, Member for Pictou, was elected
Vice-Chairman.
The Committee then proceeded to its organization.

On motion of Mr. McCulloch (Pictou),

Resolved: That the House be asked to reduce the quorum of the Committee
from 12 to 8 members.

On motion of Mr. Warren:
Resolved: That the Committee ask leave to sit while the House is sitting.

On motion of Mr. Maybank:

Resolved: That the Committee ask leave from the House to print, from
day to day, 500 copies in English and 200 copies in French of its minutes of
proceedings and evidence.

After some discussion it was agreed that the Committee would hold its
next sitting at 10.30 o’clock a.m., Monday, March 28, 1949, at which time
the officials of the Canadian National Railways would attend.

It was ordered that First Report of the Committee be presented to the
House forthwith.

At 10.50 o’clock a.m., the Committee adjourned to meet again at 10.30
o’clock a.m., Monday, March 28, 1949,

House or ComMmons, Room 430,
Monpay, March 28, 1949.

The Committee met this day at 1030 o’clock a.m., Mr. S. M. Clark,
Chairman, presided.

Members present: Messrs. Chevrier, Clark, Emmerson, Gibson (Comoz-
Alberni), Hazen, Hlynka, Lockhart, Maybank, McCulloch (Pictou,) MecLure,
Moore, Mutch, Nicholson, Pouliot, Reid, Warren.

S



6 SESSIONAL COMMITTEE

In attendance: Messrs. R. C. Vaughan, C.M.G., President; N. B. Walton,
C.B.E., Executive Vice-President; T. H. Cooper, Vice-President; of the Cana-
dian National Railways; Mr. J. C. Lessard, Deputy-Minister of Transport.

The Chairman greeted the officials of the Canadian National Railways
and invited Mr. Vaughan to read his personal annual report of the operations
for the calendar year 1948.

Mr. Vaughan read the said personal report and was afterwards questioned
thereon. In this he was assisted by Messsr. Walton and Cooper.

~ On motion of Mr. McCulloch (Pictou), the said report was adopted:

At 1.05 o’clock p.m., the Committee adjourned to meet again in the after-
noon at 4.00 o’clock p.m.

House or Commoxns, Room 430,
MoxpAy, March 28, 1949

The Committee met again at 4.00 o’clock p.m., the Chairman, Mr. S. M.
Clark, presided.

Members present: Messrs. Chevrier, Clark, Emmerson, Fulton, Gibson
(Comoz-Alberni), Hazen, McCulloch (Pictou), McLure, Moore, Mutch, Nichol-
son, Pouliot, Warren.

In attendance: The same officials as are listed as in attendance at the
morning sitting.

The Committee resumed the adjourned study of the Annual Report of the
operations of the Canadian National Railways for the calendar year 1948.

Messrs. Vaughan, Walton and Cooper were questioned at length on the
Consolidated Balance Sheet at 31st December, 1948, and various related
accounts.

At 6.00 o’clock p.m., the Committee adjourned to meet again at 4.00
o’clock p.m., Tuesday, March 29, 1949.

ANTOINE CHASSE,
Clerk of the Commattee.



MINUTES OF EVIDENCE

House orF CoMMONS,
March 28, 1949.

The Sessional Committee on Railways and Shipping met this day at
10.30 am. The Chairman, Mr. S. M. Clark, presided.

The CualrMAN: Gentlemen, I believe we have a quorum, a full quorum
this time. I think we are all pleased to get back here; at least I would think so,
judging from the appearance of everyone going around and shaking hands with
the railway officials and others. I think the procedure we generally adopted
was to have the president read his report and make any statements he wishes to
make, then perhaps we could start the questioning. If that is agreed to, I would
ask Mr. Vaughan to read his report and make any statements he wishes to
the committee.

Mr. R. C. Vaveuan, C.M.G. (President, Canadian National Railways):
Thank you, Mr. Chairman. I shall now read the annual report.

MonTrEAL, March 10, 1949.

The Honourable LioneL Cuevrier, K.C., M.P.,
Minister of Transport,
Ottawa.

Sir:—The following report is submitted of the operations of the Canadian
National Railways for the calendar year 1948.

Reflecting the continued high level of the country’s diversified business, the
national railway system was again called upon to transport a very heavy traffic,
only slightly lower in volume than that of 1947, which was the busiest peace-
time year in the history of the system. The number of tons of freight carried,
85,240,738, was 980,541 tons or 1:14 per cent below the figure for the previous
year. Passengers carried, 20,083,064, were 1,143,825 or 5-39 per cent down,
continuing the trend of the post-war years. Patronage dropped somewhat at
the company’s hotels. Express and telegraph business was heavier than in 1947. -

Notwithstanding the somewhat lower over-all traffic, gross revenue was the
highest in the company’s history as a result of rate increases which became
effective during the year. But the increased revenue on that account was more
than offset by the further large increases in labour and material costs; and in
consequence there was a deficit after all charges of $33,532,741 as compared with
the deficit of $15,885,194 in 1947.

Operating conditions were again abnormal, taxing the energy and resource-
fulness of the staff. Maintenance programs were hampered by shortages of
materials, appertaining particularly to track work and equipment repairs. About
the middle of April there commenced on the Prairies a series of unprecedented
and disruptive floods which were to affect every division of the railway between
Winnipeg and the Pacific coast. The floods in British Columbia, which started
about a month later, at times completely cut off rail service to Vancouver and
Prince Rupert. Through service to Vancouver was interrupted from May 29
to June 29. Not only did the railway lose traffic, but the cost of rehabilitating
the damaged tracks and structures necessarily had an effect upon operating
expenses. On August 23 the large and important Bonaventure freight sheds in
Montreal were destroyed by fire, involving a loss of about two million dollars

7



8 SESSIONAL COMMITTEE

and increased operating expenses due to the use of temporary facilities. The
new and permanent freight terminal at this point, construction of which has
been commenced, will conform to the city’s plans for the widening and realign-
ment of streets in the viecinity.

The financial returns for the year were as follows:

; 1948 1947
gerabing  Teyenues: .= L, It o S R $491,269,950.00 $438,197,980.00
Uiberating -exXpenses L, i @ e et N R S R 464,739,970.00 397,122,607.00
NG ODeratinil Tevenue! . - le bl siiili s b el S s $ 26,529,980.00 $ 41,075,373.00
Taxes, equipment rents, and other income accounts.... 15,232,870.61 13,136,222.82
Available for payment of interest .................... $ 11,297,109.39 $ 27.939,150.18
Interest on bonds held by the public ...e............ 23.202,817.69 23,821,909 .61
Available for payment of Government interest ........ $ 11,905,708.30 $ 4,117,240.57
Government interest i I s W Vit e Sty 21,627,032.82 20,002,434 .85
TIOTCHE. |11 s i5in o ey e e e $ 33,632,741.12 $ 15,885,195.28

The full income statement follows:

RESULT OF 1948 OPERATIONS
CONSOLIDATED INCOME ACCOUNT

RAILWAY OPERATING REVENUES: 1948 1947
Fradthit s i s (he S0 Wt e s ete e S e e $393,544,359.00  $342,582,002.68
2T 7 A e R O D B 0 SRSl e IS 41,562,141.00 43,017,689.66
MRTE 20 il & s o S X G R s S SR TSI 4,761,629.31 4,583,160.69
g 3o AR i AL ARER i B ae b e B ot e e (ol 23,410,761.19 21,251,783.81
Commereial Telegraphs (.. los vi b vitee SRR IS 7,885,346 .57 7.701,419.90
AL anthar i bl e e S S e LR AN 20,105,712.93 19,061,923.26

ToTAL OPERATING. REVENUES ... ciredisyelsbines s sils $491,269,950.00 ; $438,197,980.00

RATLWAY OPERATING EXPENSES:

Maintenance of Way and Structures .................. $ 86,012,266.45 $ 75,250,984.34
Maintenance and Depreciation of Equipment .......... 98,339,520.24 79,770,248.07
T LD A RS SR ER T s BN O B L (5 Wby ol 8,724,581 .87 7,708,115.19
Aransportation | il e R R S I R S e 2451351,741.35 210,440,476.20
Miscellsnseus' ‘Operations -, . ki i hetaa bl SR Fiade 13 5,211,242.46 4.261,831.12
GaB@ral 0 T g s o R A Ve a5 21,100,617.63 19,690,952.08
TonAL - OPERATING EXPENSES /. < kst st bai s il $464,739,970.00  $397,122,607.00

NET OPEBATING REVENUER . i%'casissuis siaaias oseiwinsblesesss $ 26,529,980.00 $ 41,075,373.00
Qe e, ol RS g Sl R SRR (L R A ORI RNE s T e Sl 10,318,631.31 9,887,322.86
Equipment Rents—Net Debit ................ooiii 5,712,481.95 7.038,883.51
Joint Facility Rents—Net Debit .......,.......c. ... 323,237.04 438,543 .41
NET RAILWAY OPERATING INCOME ......ccovuvecencons $ 10,175,629.70 $ 23,710,623.22

OTHER INCOME:

Income from Lease of Road and Equipment $ 67,280.34 § 64,069.27

Miscellaneous Rent Income ................... 4e 976,052.87 944,114 .61
Income from Non-transportation Property 601,501.13 662,834.32
Hotel  Opendting WUOOMIB /. [y . 0 Gy a e it b s s o s ntokoa o a 915,175.07 1,290,719.90
Divtdderd” ‘Fnebme < 1ok Kni s U e e S AR s SR s 298,558.40 224,761.00
Enverest (Taomme’ oL ri sl e R R S b et B S 2,914,998.49 3,507,008.43
Miacellaneaun: ENOONIE. .2 s SIS R ehikols b3 5 2 e Xl thasciamsicn's s ' 470,583.87 641,333.47

Teorir. OFRER "TLNCOME" oo e g, SRR o6 $ 6,244,150.17 $ 7,334,841.00

Depvcrrons FroMm INCOME:

Rent for Leased Roads and Equipment ................ $ 720,599.32 $ 748,013.72
Miscollangoais SIS .y . v dedabh s oo ol smieiaidy o albrare s MAD 538,872.22 531,079.00
HAGSIREREDS TEAMOR i 0 i 5Tk s Shets laraia fe s, Sy S oerarane 126,386.98 125,458.94
Results of Separately Operated Properties—Jioss ...... 973,613.68 600,251.68
Prrterest on Unfunded Debt ..., .o lato i s atingles 282,713.40 295,863.51
Amortization of Discount on Funded Debt ............ 508,564.04 1,057,669.28
Miscellaneous Income Charges ...............cconnenn.. 2,277,975.57 457,917.93
Profit and Loss Ttems—Net Credit ..........coevunnnns 306,054.73 709,9540.02

TorArL DEDUCTIONS FROM INCOME ...........c.... $ 5,122,670.48 $ 3,106,314.04
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NET INCOME AVATLABLE FOR PAYMENT OF INTEREST .... § 11,297,109.39  $ 27,939.,150.18
Interest on Funded Debt—Public ..............co.vi.n 23,202,817 .69 23,821,909.61
Interest on Government Loans .........cceeeveenneean. 21,627,032.82 20,002,434.85

570 ey O RNy B B ey ERES s SO S N R TR $ 33,532,741.12  § 15,885,194.28

The Fixed Charges of the System included in the above statement are as follows:

Rent for Leased Roads and Equipment ........ $ 720,599.32 $ 748,013.72
Interest on Unfunded Debt ..........cccouunn. 282,713.40 295,863.51
Amortization of Discount on Funded Debt .... 508,564 .04 1,057,669.28
Interest on Funded Debt—Public .............. 23,202,817.69 23,821,909.61
Interest on Government Loans ................ 21,627,032.82 20,002,434.85

$46,341,727 .27 $45,925,890.97

OperaTING REVENUES for 1948 were $491,269,950, the increase being
$53,071,970 or 12-1 per cent over 1947.

FreicHT REVENUES amounted to $393,544,359, repre~ent1ng 80-1 per cent of
total operating revenues. The increase over 1947 was $50,962,356 or 14-9 per
cent. Increases in freight rates (Canada and United States=) during the year
produced approximately $53,670,000 additional revenue, which was offset to the
extent of $2,707,644 by reduced traffic volume. The tonnage figures for all
commodities are shown on pages 34 and 35.

Freight rates were a matter of vital concern to the railway in 1948 and
continue to be such. During the early months of the year Canadian traffic
moved at the same rate level as that of 1921, whereas United States traffic
was being carried at rates averaging about 39 per cent over those in effect less
than two years previously. Subsequent increases brought the average over-all
increase in United States rates up to 51-7 per cent. Increases authorized by the
Interstate Commerce Commission during 1948 were responsible for additional
freight revenues of $9,367,000 on the United States lines of the Canadian
National System.

As mentioned in the 1946 annual report, the Canadian railways, in an
effort to cope with their rapidly mounting costs of operation, applied to the
Board of Transport Commissioners for a general increase of 30 per cent in the
freight rates within the jurisdiction of the board, with a graduated increase on
coal and coke rates. The resultant order of the board, issued on March 30, 1948,
authorized a general increase of 21 per cent as from April 8, 1948, with certain
exceptions. A uniform increase of twenty-five cents per ton was granted on
coal and coke. Rates on western grain and grain products being beyond the
jurisdiction of the board were not raised. International and related traffic was
excluded, as the rates on such traffic had already been increased in conformity
with decisions of the Interstate Commerce Commission with respect to United
States rates. Excluding the last-mentioned traffic the effect of the board’s order
was to increase the Canadian freight revenues of the National System by an
average of 18-2 per cent. As from September 15, certain competitive rates
(i.e., depressed rates previously reduced by the railways below normal to meet
hlghway and water competition) were increased by 15 per cent. The foregoing
increases on purely Canadian traffic resulted in inereased revenues during 1948
of $30,442,000. Adding the rate increases on international and related traffic
the gross increase in Canadian lines freight revenues for the year, due to rate
adjustments, amounted to $44,303,000 or 21-6 per cent.

“The board’s order authorizing the 21 per cent increase in April, 1948, failed
to produce the results intended, and did not provide a sufficient amount of
additional revenue to offset the still- -rising costs of operation. A general wage
increase of seventeen cents per hour was granted employees in Canada with
effect from March 1; prices of materials anfl supplies continued their upward
course. On the Canadlan National System as a whole, increased revenues of
$53,670,000 due to rate increases in 1948 were overtaken by increased operating
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expenses of $67,617,363, of which $39,100,000 represented increased labour costs
and $20,906,000 higher costs for materials; the remainder of the increase including
the cost of repairing flood damage, increased depreciation, and sundry other
items.

The Canadian railways, through the Railway Association of Canada, filed
an application with the Board of Transport Commissioners on July 27, 1948,
for a further general advance of 20 per cent on rates within the jurisdiction
of the Board. An interim increase of 15 per cent was requested. Hearings on
the application are now being conducted. Concurrently the board, pursuant
to direction by the Governor in Council, is reviewing its order granting the
21 per cent increase.

The following summary shows, in round figures, the effect on the operating
results of the system of the changes in the wage and price levels, 1948 as com-
pared with 1939:

Lines in Canada  Lines in U.8. System
Additional revenues due to increases in
Sreight s ratesi Shnt s fuais e il s Vet $ 56,980,000 $ 17,550,000 $ 74,530,000
Additional costs due to
increases in wage rates.................. $ 93,555,000 $ 14,186,000 $107,741,000
increases in material costs............... 55,597,000 6,668,000 62,265,000

$149,152,000 $ 20.854,000 $170,006,000

The additional costs are shown in graphic form on the accompanying chart.

PERCENTAGE ADDITIONAL CHARGE TO
INCREASE OQPERATING EXPENSES
1948 OVER 1939 IN

g:JAEG'I’ROA:(‘lgEEsRNVcI,IG:MGEA¢EDSDIAn%NAL OPERATING COSTS IN 194 8,
NO HIGHER PRICES FOR MAT »
AS COMPARED WITH THE 1939 PRICE LEVEL. - SR

P

0*0

G———
\ﬂ———

4 , rora.  ETEERNEEN

CEL
PRICE LEVEL
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The increase in labour costs is given in greater detail in the following
tabulation:
1948 Number of hours worked ..............c.coo0n 261,'7$3i6,395

Averdge Bounly, Fabe. s it il v st v b e
Labo:%' charged to operating exXpenses...................... $280,749,000

1939 Number of hours worked .................... 170,187,536
Average hourly rate ....... ... il $0.661

Hours worked in 1948 at the 1939 average rate .................. $173.008.000
SR TR TR S el N L PR AR SRt S I e S e $107,741,000—62.28%

Since 1939 the average annual compensation per employee has increased from
$1,566 to $2,750, or 76 per cent.

The increased material costs reflected by the above chart are based upon
average prices. It will be informative to compare the unit prices paid at the
end of the years 1939, 1947, respectively, for some of the more important
materials used by the railway, viz.:

% Increase
December December December — 1947 1948
1939

1947 1948 over over

Unit Price Price Price 1939 1939

e RoltwoolY o ni3 e i ST each $ 0.59 $ 1.35 $ 1.51 128-.8 155-9
AER ThATAWOOd 2 sois s e by e et s each 0.72 1.45 1.67 101-4 131-9
Lids sk R REE R T A SVER g e gross ton 47.52 11..37 77.41 50-2 62-9
Coal, for locomotives ............. ton 4.09 7.50 8.56 83-4 109-3
Axleg, freight BaT ./t osvoiiszoicmm s s ewt. 4.21 5.67 6.32 34.7 50-1
Couplers, freight cars ............ each 70.47 110.81 120.96 57-2 71-6
SteelieRRlInEe” SN e e sk e ewt. 1107 18.79 19.87 69-7 79-5
Steel plates, firebox .............. ewt. 3.10 4.54 5.18 46-5 67-1
WALOR, CLOCOMOLIVE ..\ o id s h cniaiios ewt. 5.83 8.86 9.50 52-0 630
(B2 O L e e S S NP mfbm 29,00 68.50 55.00 136-2 897
BRI ReathIng .o e s i st mfbm 33.00 117.00 137.00 2545 315-2
DA P DRr I mfbm 18.00 62.00 75.00 244-4 316-7
D9 T R RN S T a0 cwt. 5.24 7.29 7.83 39-1 49-4
BERORIR I 0 s 20 1o 7o o 30, w0 T b e beata each 158.44 264.60 309.53 67-0 95-4
B astanchors /it i d T VR each 0.23 0.28 0.31 21-7 34-8
A e ) R e SN S D o cwt. 3.35 4.70 5.08 40-3 51-6
Shtog s B G S SR i R each 197.21 277.83 324 .00 40-9 64-3

The average cost of all materials charged to operating expenses in 1948 was
16-84 per cent higher than in 1947; 75-19 per cent higher than in 1939. The
purchase cost of coal alone was $18,255000 in 1939, $56,112,000 in 1947,
$60,871,000 in 1948. There were, of course, fluctuations in consumption as
between the years, but if the 1948 requirements had been purchased at the
average price for 1939 the 1948 coal bill would have been $29,368,000, or about
$31 millions less than it was.

It was considered desirable to deal at some length with these matters in order
to bring out the disequilibrium which exists between the return on service
rendered and the cost of providing that service.

PasseNGER REVENUES in 1948 amounted to $41,562,141, representing 8+5 per
cent of total operating revenues. This was a decrease of $1,455,548 or 3-4 per
cent from 1947, and 40 per cent below the peak year of 1944. Whilst ordinary
traffic continued to decline, there was an increase in the number of immigrants
and displaced persons carried, an upward adjustment of week-end and other
reduced fares, and increased revenue resulting from higher fares authorized by
the Interstate Commerce Commission in the United States, which were extended
to related traffic in Canada. There was again a heavy tourist business.

Express ReEvENUEs amounted to $23,410,761, the highest on record and
being an increase of $2,158,977 or 10-2 per cent over 1947. About 44 per cent of
the increase was due to increases in competitive rates made effective on April 8
and September 15. The total number of shipments handled was 21,461,807, an
increase of 4-4 per cent over 1947.
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TeLEGRAPH REVENUES were $7,885,347, an increase of $183,927 or 2-39 per
cent over 1947. A decline in message traffic with the United States, due principally
to trade restrictions, was offset by increases in other branches of the business.

OreraTING EXPENSES in 1948 totalled $464,739,970, an increase over 1947 of
$67,617,363, attributable principally to increased wage rates, vacation allowances,
and higher material prices.

After protracted negotiations before Boards of Conciliation in respeect of
applications by employees’ organizations in Canada for a wage increase of
thirty-five cents per hour jurisdiction in the dispute was assumed by the Depart-
ment of Labour, resulting in a settlement being concluded on the basis of seven-
teen cents per hour as from March 1, 1948. This increase was extended to
employees not covered by wage agreements. The resultant increased charge to
operating expenses for the ten months was $33,000,000. Increased vacation
allowances for certain employees added $2,400,000, and wage adjustments on the
United States lines of the System $3,700,000, producing a total increased labour
cost for the year of $39,100,000. For a full year the cost of the changes in wages
and working conditions which took place in 1948 would amount to $47,257,000.

The average number of employees throughout the year was 111,072, and their
total compensation amounted to $305,397,747. Pension costs for the year were
$10,386,893.

Material prices continued to advance and the resultant increase in operating
expenses was $20,906,000. Depreciation on rolling stock amounted to $17,834,783,
an increase of $913,854 due solely to the acquisition of additional equipment.
Fight million dollars was taken from the Deferred Maintenance Reserve and
credited to expenses, the amount remaining in this reserve at the end of the year
being $17,000,000. Flood damage in Western Canada was responsible for
additional expense of $2,419,000. A considerable amount of rehabilitation work
remains to be done, so that there will be further expense on this account.

OPERATING PERFORMANCE. As indicated by the statistical data given on
page 27 heavy demands were again made on the railway organization to meet
the continuing high traffic volume. Freight trains operated about 45 million
mileg, and the tonnage movement exceeded 35,856 million net ton-miles.

NEeT OPERATING REVENUE (revenues less expenses) was $26,529,000. In 1947,
with $53,000,000 less revenue, net earnings were $14,000,000 more. The following
table shows how the net operating revenues for the two vears divided as between
the Canadian and United States lines of the System:

Canada United States System
} . RGBS  Eel ae $14,523,939 $12.006,041 $26,529,980
;17 b SRR 6 XIS ARt R R s g 30,403,329 10,672,044 41,075,373
Increase or Decrease ............ $15,879,390 $ 1,333,997 $14,545,393

Taxes increased by $431,308 to a total of $10,318,631.

EquipmenT Rexts (largely hire of freight cars) decreased by $1,326,402,
reflecting a larger ownership of freight equipment and the expeditious return of
the cars of other roads.

HoterL OperaTiNG Prorir decreased by $375,545. Increased operating
revenues of $567,911, due principally to higher rates for rooms and meals, were
not sufficient to offset the increase of $943,456 in operating expenses.

InTEREST ON BoONDs held by the public decreased by $619,092 and interest
due the government increased by $1,624,598; the net increase being $1,005,506.

Tae Ner Income DEeFicIT for the year was $33,532,741.
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CAPITAL EXPENDITURES

Capital expenditures during 1948 amounted to $64,989,132, details of which
are shown on page 20.

The cost of new equipment was $49,184,949. The most important items were
34 diesel-electric locomotives, 6,606 freight cars, 28 first-class coaches, 10 baggage
cars, 10 mail and express cars, 50 express refrigerator cars, 28 work cars, one tug
and one barge. Included in this expenditure also are 56 sleeping cars, in serviee
on certain lines of the System in Canada and the United States, which were
purchased from the Pullman Company at depreciated values.

New equipment on order, delivery of which is expected in 1949, will cost
about $38,195,000. This includes 20 diesel-electric locomotives, 3,499 freight
cars, 25 first-class coaches, 20 sleeping ecars, 50 baggage cars and 50 express
refrigerator cars, representing the balance of the 1948 program, and 18 diesel-
electric locomotives and 68 refrigerator cars, being the balance of the 1947
program.

Additions and betterments to equipment included the rebuilding of eight
compartment-observation cars and nine standard sleeping cars. These cars were
modernized and the accommodations changed to meet present day requirements.
The work of rebuilding twelve additional standard sleepers is in progress, and
the 1949 program contemplates the rebuilding of eleven more compartment-
observation cars. All of this'work is being done in the Company’s shops.

Construction of the International Aviation Building adjoining the Montreal
Central Station is nearing completion, and it should be ready for occupancy in
July, 1949.

The branch line in Quebee from Barraute northerly towards Kiask Falls has
been built to Mile 39-2 and was placed in operation on February 28, 1949. In
1949 it is proposed to complete station buildings and enginehouse facilities, and to
install additional ballast on the line.

FINANCE

The ecapital debt of the Railway increased $72,397,373 during the year.
Details are given on page 22. The increase is due to the financing of new equip-
ment purchases, the 1947 capital budget, and additional working capital.

GENERAL

A noteworthy feature of the 1948 operations was the introduction of multi-
ple-unit diesel-electric locomotives in freight service between Montreal and
Toronto. It is hoped to obtain further power of this kind in 1949. Its use on
certain sections of the system offers substantial advantage and economy. The
use of diesel-electric switchers, already firmly established in yard service, was
extended.

The new steamship “Prince George” entered the service between Vancouver,
Prince Rupert and Alaska on June 10th. The vessel proved satisfactory in every
way, and was popular with the passengers. It will be of great assistance in pro-
moting tourist traffic in the coastal area.

The Department of Research and Development continued its active role in
the field of industrial expansion. There have been a number of inquiries from
British firms seeking to establish plants in Canada, following some relaxation of
the restrictions on the release of capital for such purpose.

The Company’s Department of Colonization and Agriculture played its part
in the immigration program of the year. Some 125,000 persons entered Canada
in 1948.
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Land sales totalling over a million dollars were made during the year. This
included 28,000 acres of prairie lands and a large amount of miscellaneous
inactive railway property.

On December 29, 1948 a Royal Commission was appointed to inquire into
and report upon the general subject of transportation in Canada. The officers of
the Company will render every assistance to the Commission in this important
investigation.

Record is made with regret of the death on February 8, 1949, of Mr. J. F.
Pringle, Vice-President of the Central Region of the System, a capable and valued
officer who had had a distinguished career with the Railway.

The directors pay tribute to the fine service rendered by officers and
employees during a year which made unusual demands upon them.

I may say, gentlemen, that we are not very proud of the financial results
as indicated in the report. We regret and deplore these losses, but we have no
apology to make for them. The people of Canada get the cheapest railway
transportation in the world, notwithstanding the very difficult conditions under
which we operate. If the railways of Canada are not permitted to charge
adequate rates to enable them to provide that service without loss then deficits
will result, and the people of Canada will have to pay those deficits in some
other way; that is through taxation. There is no other solution.

The CaamrmaN: Gentlemen, in other years it has been our practice to take
up the report page by page.

Mr. VaveHaAN: I think it is now in order to turn to Mr. Cooper, who will
read the financial report.

The CuamrmaN: Yes. Are there any questions which you would like to
ask Mr. Vaughan?

Mr. Rem: Yes. I have one or two particular questions T would like to ask
the president. Mr. Vaughan will remember, no doubt, that last year I asked
him if his company had been taking note of the new, modern, streamlined fast
trains that were being put into operation in the United States. I am particularly
interested in the new engines and trains which are being operated on the Great
Northern between Vancouver and Seattle, and I am also interested in the fast
trains which are operating into and out of Toronto over the United States lines.
My question today is as follows: Have you or any of your officials looked into
the point as to whether traffic has increased on the United States lines because
of that new equipment?

Mr. VavcaAN: We have tried to get as much information as we could about
that, Mr. Reid, we know that particular train picked up a lot of traffic. From
the reports we get is that it is difficult to tell whether or not the other trains of
the Great Northern have been affected by loss of traffic. Probably some of
them have been. Tt has been the general experience in the United States that
these fast streamlined trains have brought back to the railways some of the
traffic they had lost to the highways. Over there the siuation is enirely different
from what we have in that they have a greater number of cities with large
populations where they can put these streamlined trains into use and thereby
meet the competition of the highways.

Mr. ReEm: T know they have. I am seriously concerned about the cost of
operating your trains. You show your general train cost figure there, but I
would like to know whether really you are making money where the cost has
dropped to that amount. A lot of people travel in the day coach, as T do on
occasion. I am not finding fault with that, but sometimes I think it would be a
good thing for you and others associated with you to travel in ordinary day
coaches and find out what the public are thinking.

Mr. VaveHaN: T do that very frequently.

Mr. Rem: T am speaking at the moment particularly about high-cost meals.
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Mr. VaveuAN: The cost of providing that service has been increasing right
along. Our dining car service is operated at a very serious loss to the railway,
as is the case with nearly all dining car services on railway lines in the United
States. I believe there are only one or two railways in the United States which
show a profit on their dining car service, but I would say that 95 per cent of
them show a loss on that service. I think the C.P.R. also is showing a loss on
its dining car service. So we are really not charging the public what it costs
us to give the service.

Mr. Pourtor: Mr. Vaughan, I wonder if you could tell me this: is there a
profit on the dining car service where the sale of liquor is permitted; is there a
profit where liquor is sold?

Mr. VaveHAN: In some cases, yes.

Mr. Pounior: But you are not allowed to do that on your railway?

Mr. VaucHAN: On some parts of our service we are able to sell beer and
wine. On other parts, we are not,

Mr. Pourior: I did not want to interfere with Mr. Reid’s question, but I
thought I should ask that. )

Mr. Wavton: T have some figures here which may be of interest to Mr.
Reid and the committee: Breakfast on the train cost $1 back in 1939 and now
a similar breakfast costs $1.50; a luncheon which then cost $1.00 is now $1.75;
and a dinner which cost $1.25 in 1939 now costs $2.00. There are some other
prices but those are typical cf the three principal meals per day; and in spite
of that, in spite of these increases in the price of meals to the public, we are
losing money on our dining cars. :

Mr. Nicuorson: I wonder if you could tell me how your costs worked out
in 1939 as compared to the present time; was there a greater loss then?

Mr. Warton: The cost of providing meals in 1939 was $1.23; and, using
the same items in calculation at the end of 1948 the cost was $1.86; that is
$1.23 as compared with $1.86.

Hon. Mr. Cuevrier: Mr. Walton, T wonder if you would put on the record
the total receipts and expenses shown in your report here—1948 as compared with
1939. I think that tells the story.

Mr. Nicuorsoxn: Would you please complete those figures?

Mr. Warton: That figure of $1.23 in 1939 compares with the figure $1.86
at the end of 1948. That is the average cost of providing all meals. We do not
separate the cost as to meals.

Mr. Murcu: I wonder if Mr. Walton could tell the committee to what
that rise in cost is due? Is it due to the fact that proportionately more people
are eating meals at increased prices? I know fewer people are traveling; but
I was wondering if there are more people eating snacks or bringing their own
lunches with them rather than pay the higher unit costs now being charged for
meals. Would the cost in part be due to that, or to the fact that fewer people
are eating in dining cars?

Mr. Wavron: I suppose it would be difficult to say definitely how much of
the trend is due to the increased prices; but our people in charge of the dining
car department feel at the moment that the prices are high, but not so high
as seriously to drive people away from the dining cars.

Mr. Murca: I wonder if we could have the number of meals served. For
instance, take lunches—

Mr. VaveHaN: You want to get the number of meals served?

Mr. LockHaRrT: And what are they paying for similar meals across the line?

Mr. Warton: Do you mean the same meals in comparison with certain
other countries? The prices which have been given are the top prices in each
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case. There are three prices usually in connection with each meal and that
allows some variety in choice.

Mr. LockHART: A couple of years ago we were given certain information
about things like snack-bar cars and the possibility of some of the present stock
being remodelled, made over for that purpose. Has anything ever been done
about that, Mr. Vaughan?

Mr. Vavcaan: We have not done anything about the snack-bar car. We
have some of the café cars in operation on some lines now.

Mr. LockuarT: Where are they operating? You do not have them on
the main lines.

Mr. Wavron: We have some of them operating in the summertime between
Toronto and Muskoka, and there have been some operating on the Montreal
to Boston run, jointly with the Boston & Maine.

Mr. LockuarT: My question is this: Has any thought ever been given to
the system used on American railways where they have meals at about three
different prices which are offered in the diners? For instance, when you are
traveling on the New York Central you have that opportunity. If you don’t
want a $2 meal you can get a $1.35 meal; and you can go and order a la carte
on the trains. I am only passing on what people say when they come to me.
They say to me: you do not get anything when you order a la carte. This is
from comments of the kind I am receiving all the time. What I want to know
is this: Has any thought ever been given to the suggestion that perhaps you
should have three varieties of meals that could be supplied, let us say at $1,
$1.35 and $2.

Mr. Warton: Actually there are three prices at the present time, with
breakfast starting as low as 75 cents.

Mr. Lockuart: I am speaking more particularly of dinners.

Mr. Wartox: They run all the way from $1.75 and $2 to the steak dinner
for $3.

Mr. Rem: Following up what Mr. Lockhart has said, even when you order
a la carte you do not get anything for your money. For instance, not long ago
I went into the diner and ordered a la carte. I had some ham and eggs. They
cost me $1.65. I cannot understand why the price should be that high. Just
imagine having to pay $1.65 for ham and eggs, which are not included on the
menu. The next day I ordered two muffins and a cup of coffee and an orange.
That cost me 70 cents. People can’t afford to pay such prices, and yet you
say you are trying to encourage traffic and travel. These things enter directly
into the question of travel. The price of food is important, and I am wondering
if your officials are really going into this matter and studying it, trying to get
prices down; or whether they are just planning to keep this up and charge all
the public will pay for the service they have to offer.

Mr. McCurrocu: You will pay more in the hotels than you do on the
railways; a dinner usually costs you $2.50.

Mr. Hazen: And the way it works out is that the more meals you serve
on your dining car service the more you lose?

Mr. WartoN: The more meals we serve, the greater our loss.

Mr. Rem: I am wondering whether it would not be better just to have
snack bars to serve people travelling between cities. It seems to me that the
health of people would be better if they did not eat too much, particularly
when they are travelling on trains.

Mr. VaugHAN: The manager of our sleeping and dining car service is
continually studying this service, not only from the standpoint of asserting
what the public want but also by travelling on other railroads and seeing what
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they are doing. We are constantly endeavoring to improve our service. At
the moment, however, we cannot see that we can improve the situation very
much without adding to our costs.

Mr. Murcu: There is something in what Mr. Reld has said, that the
average dining car serves too much food per meal. I know members of the
committee will say it is a most unusual complaint to come from me because
I am a very hearty eater. But that is a point worth considering—that meals
on the dining cars are much more substantial than they need to be, and that
a good many people would get along quite well on a little better than half
of what is being served as a meal at the present time. I know on occasion
I have had the steak dinner on the train at $3, and half of what they serve
would have been adequate for the ordinary person anyway, and I would venture
the observation that about half of what is served on the average meal on the
dining car is just thrown out.

Mr. VaucHAN: It is very difficult to arrive at a satisfactory average when
serving meals. We have to plan our service to suit the public and we try
to arrive at a meal which will be satisfactory to everybody; and that is a very
difficult thing to do.

Mr. Rem: I am just wondering why the snack-bar car has not been
developed and used.

Mr. VaugHAN: We have studied the matter very carefully and some time
ago the manager of our sleeping and dining car department, after having gone
into it carefully with all concerned, came to the conclusion that it would not be
feasible on our line.

Mr. McCurLrocH: And, of course, your wages and salaries have increased
for that service.

Mr. VavcHAN: It is the cost of the service that gives us concern. We have
gone into it very carefully. There is always room for improvement. We do
not say that anything is perfect and cannot be improved.

Mr. Rem: There is another question whieh I have in mind which T would
like to ask and that relates to the cost of sleeping car accommodation. A lower
berth costs me $24 to come to Ottawa.

Mr. VaugHAN: And, of course, you use that by day too.

Mr. Rem: I know. When a passenger pays his fare he is entitled to sit
in the train, in the day coach. Travelling the other way is costing him a
certain amount of money. For the use he makes of a berth at night you charge
him more than if he had to stay at a hotel. You can stay at the Chateau
Laurier for $6 a day.

Mr. VaucHAN: These services cannot be provided without expense, and
we think our losses are big enough at the present time without reducing our
charges.

Mr. Rem: T am thinking of encouraging travel.

Mr. Vavcaan: We are thinking of that also, and we have done a lot to
encourage trade and travel; and our rates, of course, are standard rates with
other lines.

Mr. Gisox: Are you losing money on the sleeping car service now?
Mr. Vavguan: We are not making money.

Mr. GiBson: What are your losses?

The CramrMman: They are set out in the report.

~_ Mr. Cooper: 1 think you asked as to what the result of operation of the

dining car service was in 1948 as compared with 1939. In 1939 the revenues

were $798,000 and after dedueting expenses the loss was $401.000; the 1948
340822
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revenues were $2920,000, and the loss was $1,387,000. For sleeping car
services, our revenues in 1948 were $3,161,000, and our operating expenses
were $2,539,000.

Mr. Nicaouson: Have you got the 1939 figure there?
Mr. Cooper: For 1939, for sleepers, the revenue was $1,118,000, and the
expenses were $796,000.

Mr. VaveaaN: How much have you got in there for interest, depreciation
of equipment, and so on?

Mr. Coorer: There is nothing included for such factors.

Mr. Hazen: T think you told us that you have never figured out exactly
what you have made or lost on the dining car service?

Mr. Coorer: What I have given you in both cases is what we call the
inside revenue and the inside expense. The cost of hauling the cars and the
cost of repairing the cars, including interest and depreciation, is not included
in the figures. If we were to charge these other items to each of the different
services and also to report them in the maintenance, interest, and depreciation
accounts, we would be giving the cost twice over.

Mr. Gisson: I wonder if you could give us the figures for Trans-Canada Air
Lines to show how their service compares with your dining car service. - .
Mr. Coorer: You want to know what meals cost on Trans-Canada Air Lines?

Mr. GiBsoN: And how it compares, how much less it would be than the $1.86
charged for the average meal on your dining car service, I understand it is
less?

Mr. Coorer: Yes, I think it is, but they do not give the same kind of meals
which you get in the dining cars, not by any means.

Mr. Rem: That is just the point. They give you plenty and it is a nice
meal. I have not had any complaints about their meals.

Mr. Lockuart: There is just one little general observation I would like to
make before I go. Mr. Vaughan knows that I am a bit critical in comparing
lines across the border with our own.

Mr. VAuGHAN: Yes.

Mr. LockuarT: There are just two things I want to deal with, relating
very directly to the line which I travel frequently, coming up across the border
from the States. As is well known, I travel the railroads quite regularly, every
week-end as a matter of fact, and I go down to the States a great deal. The first
thing with which I want to deal, Mr. Chairman, is the question of meals; and I
want to point this out to Mr. Vaughan and his officials, that people travelling to
points like Pittsburgh and New York, and other points in the United States, are
not using the a la carte service for the reason that the cost is so high, the ultimate
cost of the meal a la carte will be a couple of dollars or more. However, imme-
diately across the line you can get a good meal anywhere from $1.10 to $1.15 or
$1.20, you can get all the food you require. One might say, the meal is styled
to suit the purse. Lt |

Now, the second thing which I wish to bring to your attention is this, that
people continue to talk about the old, antiquated pieces of equipment which are
used on this line. Despite the fact that you have good equipment on these trains
that good equipment is not open to the travelling public; they have to use the old
antiquated dilapidated equipment. The American people on those trains do not
understand that sort of thing. I want to give you the results of a conversation I
had with two men, one of whom was from Pittsburgh and the other from Schenec-
tady, who were travelling to Montreal. You had a fairly good coach on that
train, but your officials would not let anyone in that reconditioned coach at the
back. The passengers rode in those old cars, equipped with what might be called
slat board seats. They rode to Toronto in those seats and then went into the
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streamlined train to Montreal. The Americans were grouching and kicking like

everything about it. I have some of the car numbers with me. No. 3544, a car

at the back of that train, was completely shut off. It was a very comfortable

reconditioned car, painted up nicely and well equipped. The other cars, 4202
and 5092, were abominable.

! Mr. VavgHAN: Was there any reason given for the refusal which you men-

tioned?

Mr. LockuAarT: No, but it was said the coach was being cut off at Hamilton.
That reason was given by the trainman.

Mr. Vaughan, that is the type of thing which I want to bring to your atten-
tion and to the attention of officials. I have complained about it every
year. My first point is the suggestion by travellers that they should be able to
get three different types of meals, perhaps from $1.10 to $2.00 depending on the
amount of food desired. The second complaint is about the awful equipment run-
ning between Toronto and the United States border points.

Mr. VaveHAN: We will go into those things. I was down in the United States
last week myself and I rode on a number of coaches and dining cars but I could
not find any of those cheap meals, It seemed, in fact, that the meals were more
expensive than they are in Canada and the condition of some of the coaches was
deplorable. :

Mr. Wartox: I have the numbers which you gave and we will check into the
matter, Mr. Lockhart.

Mr. LockuarT: The first car, 3544 was reconditioned, in good shape, nicely
painted and upholstered. It was not air-conditioned, though. The other two
cars, numbers 4202 and 5092 were the ones about which the Americans com-
plained. They asked “why in the world—" they used even stronger language—
and wanted to know why in hell they could not go back and sit in a decent,
coach instead of being forced to sit in the old plush-covered seats.

Mr. VavcaAaN: You may have noted from our reports that in recent years
we have been ordering all of the equipment we could get with reasonable
deliveries. The situation has been improving and it will improve still further.
We have a large amount of passenger equipment on order and, as you know,
during the war the building of passenger equipment was prohibited and we
could not get any.

Mr. Warton: The only reason I can think of for prohibiting the use of the
good car, Mr. Lockhart, is that the car may have been going west to Hamilton
and the other two to Toronto. However, we have a note of the numbers and
we will find out what the answer is.

Mr. Pounior: While we are on the subject of sleeping cars I would like
to report the sleeping car “St. Jerome”. I have had a berth on that car a few
times and the separation board between the berths rattled so much that the
porter and to use a towel to wedge it firmly. In addition, the snaps on the
curtains were put on wrongly. The snaps on one curtain did not correspond
with the snaps on the other curtain and there was a bulge in the curtain as a
result. The air-condition apparatus was not working properly because it was
impossible to close it. I have suffered other discomforts in that car and, as a
matter of fact, I did report it. I do not know whether you received my report.

Mr. Wartox: That car has been reported and has come off the run and is
being repaired.

Mr. Povrior: Thank you. I will ask Mr. Vaughan another question. Why

are the sleeping cars west of Montreal so much superior to those running between
Montreal and Halifax?

Mr. VaucHAN: Are you sure that is correct, Mr. Pouliot?
34082—21
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Mr. Pourior: I know what the situation is. I have not traveled very far
west lately but I have traveled between Montreal and Toronto and the berths
%2[1 those trains are much superior to the berths on the trains running east of
Montreal.

Mr. McCurrocH: You cannot get much better cars than those on the Ocean
Limited.

Mr. Pourtor: There is a noticeable difference between the equipment.
Mr. Vavcaan: We are improving those sleepers.

Mr. Pourtor: I am wondering whether the difference lies in the faet that
there is no competition east of Montreal?

Mr. VaveHaN: That has nothing to do with it. We do not treat our
non-competitive lines that way.

Mr. Pourior: I hope not. The next time I have reason to complain T will
write to you direct and I am sure the car will be repaired in a shorter time.

Mr. Wavrron: The car is already in the shop for repairs.

It may be worth mentioning in passing that the Ocean Limited which
runs through your territory is the only all-sleeper train which we run.

Mr. Pourior: 1 know, but where there are sleeping cars on a train with
passenger coaches there should be no difference in the equipment. Those who
buy a ticket for a berth are entitled to sleep as well on the Scotia as on the
Limited. It is not sufficient that the difference should be because there are
only sleeping cars on the one train.

Mr. Vaveuan: We are putting our coaches through the shops as quickly
as possible so that they may be put in good condition. During the war they
received hard service and as yet we have not been able to re-shop all of them.

Mr. EmymEerson: How many of the new type sleepers have been delivered to
to the railway? :

Mr. VaveHAN: Have you reference to cars which we are rebuilding in our own
shops?

Mr. EmMersoN: I am referring to what they call new models.

Mr. Wavton: I think I have a note of that. Yes, 17 cars.

Mr. Vaveaan: We have a number of roomette cars on order. They have
been on order for two years but they will not be out until next fall.

Mr. EmMmErsoN: There were some delivered.

Mr. Wavrtox: We put them in service first on the continental run.
Mr. EmMMmEerson: There are none east of Montreal?

Mr. Warton: No.

Mr. Emmerson: They all go west of Montreal?

Mr. WaLTon: Yes.

Mr. McCuLrocH: Some time ago the miners in Nova Scotia were granted
an increase in pay of 50 cents per day. The Acadia Coal Company is the com-
pany which raised the wages 50 cents per day and the company increased the
price of coal to the Canadian National Railways by 25 cents per ton. Since
then the Canadian National Railways have not been taking any coal. There
are 1,200 miners around Stellarton and district. They have only worked two
days a week since the 1st of March, the date of the raise. The other mines are
selling coal to the Canadian National Railways at the old price but I understane
that those companies did not pay the increase of 50 cents per day.

The price of coal from the Dominion Coal Company in 1939 was $4.49
per ton. Now the company wants $7.80 plus 25 cents. I am just wondering
if there is not some system which could be arranged to have the Acadia Coal
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Company start supplying coal to the Canadian National Railways even if
they had to do so at the old price. I understand that the Canadian National
Railway will take the coal if it is sold at the old price?

Mr. VaveHAN: Our business in the Atlantic region is less than it was a year
ago. . In the summer months we build up stocks of coal so that we will have it
available in the winter months. There is as a rule a big demand by other
customers for coal in the winter. Not having the same amount of business
we found that we had an extraordinarily large amount of coal in stock and
we have been reducing that stock. It has meant smaller orders to the mines.
In addition, there is the difference in price and we felt that we should not be
asked to pay higher prices. Every increase given to the men has been passed
on to the railways and in some cases the increase in price exceeded the increase
in wages. The Alberta operators have recently paid an increase in wages but
they continue to supply us with coal at the old price and in some cases we
have received a reduction. The price of coal in the United States is beginning
to come down and we do not feel justified in paying more money than we have in
the past to this company, the Acadia Coal Company. They advanced the price
of coal from $4.45 in 1939 to $7.55 in 1947.

Mr. McCurrocu: They advanced it to $7.80.

Mr. VaucHAN: In 1944 it was $6.07; in 1945 it was $6.40; and in 1947
it was $7.50. It has been going up and up and up. Coal has gone so high in
price that we cannot afford to pay more.

Mr. McCurrocH: It does seem too bad that 1,200 miners are going to
suffer for the sake of 25 cents a ton.

- Mr. VaugHAN: One reason that we have not been taking the usual quantity
of coal is that we do not need it. :

Mr. McCurrocu: I understand that the railway would take it at the old
price?

Mr. Vaveaan: That would be some incentive at least.

Mr. Pourior: What arrangements have you made with Newfoundland about
the railway?

Mr. VavegaaN: Newfoundland has not yet come into our system, Mr. Pouliot,
but we will have to carry out whatever arrangement is made by the government
and we will know of that arrangement when we receive the order in council.

Mr. Pourior: Have you been to Newfoundland to inspect the railway?

Mr. VavecHAN: I have not been there myself but we have sent a number
of our officials, a number of our vice-presidents, and heads of departments to
Newfoundland. I will go there in due course. We have been sizing up the
situation so that we will have some knowledge of conditions when the line is
turned over to us on April 1. As yet we have taken no part in the management.

Mr. Pourior: Who owns the Newfoundland Railway?
Mr. VaveHAN: The Newfoundland Government.

Mr. McCurrocH: I have another question. Trains go three times a week
from Sunnybrae to Ferrona Junction. There are 60 men who work in the
steel plants in New Glasgow and they claim that when the line was taken
over by the government they were promised a daily train. All they want is
a jitney train out of Ferrona Junction, going to Hopewell. That train could
call at Sunnybrae, Bridgeville, and Springville and it would take care of
those 60 men. I do not think it would be a very expensive matter to put on
a jitney service to cover the days of the week when no trains run under the
present system.

Mr. Vaveaan: T suppose, however, that in the summertime they would
not use the railway anyway.
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Mr. McCurrocu: If they did not you could stop the service. I have told
them that. :
Mr. Warton: Mr. McCulloch spoke to me about this matter before the
meeting and I will look into it. B
Mr. Vaucaan: Have you finished with your questions about Newfoundland,
Mr. Pouliot?

Mr. Pourior: No, but I was glad to interrupt my questions for the con-
venience of Mr. McCulloch.

Will the Newfoundland railway be self-supporting with respect to the
matter of coal? Will you be able to obtain sufficient coal from Newfoundland
to supply the railway, or will you have to import it?

Mr. VaucHAN: Coal for the Newfoundland Railway is supplied at present
from Sydney.

Mr. Pourior: Oh yes, and I suppose that will be continued.

Mr. McCuLrocH: There is no coal in Newfoundland.

Mr. VaucHAN: No, there is not. .

Mr. Pourior: Has the Canadian National Railway had a report on the
Newfoundland Railway? :

Mr. VaucHaN: We have had a report.

Mr. Pourior: You have?

Mr. VaucHAN: Yes.

Mr. Pourior: And although the final take-over has not been made the
situation has been studied by the Canadian National Railway officials?

Mr. VavGgHAN: The matter has been carefully studied by heads of depart-
ments,

Mr. Pourior: And you have had full reports?

Mr. VAUGHAN: Yes.

Mr. Pourior: Have you made any study of the Temiscouata Railway?

Mr. VaucHAN: Yes, I have had many studies made of it.

Mr. Pourior: And therefore you are familiar with the situation?

Mr. VaucHAN: Yes, sir. :

Mr. Pourior: And you are well disposed towards that railway and you are
trying to do the best you can?

Mr. VaucHAN: We have done everything which we can do to assist that
company by adjusting divisions and by per diem allowances,

Mr. Pourior: And you have done that in the public interest?

Mr. VaucHAN: Yes.

Mr. Pourior: Mr. Vaughan, there is no definite conclusion which can be
formed as a result of the studies you have made about that Temiscouata
railway? :

Mr. VavcHAN: There is a definite conclusion which can be drawn, Mr.
Pouliot. The Canadian National Railways has represented to the government
that it would increase the cost of operation to the Canadian National Railways
by a considerable amount if the line were acquired and purely from the stand-
point of the Canadian National Railways it could not be justified. I think you
must realize that these losses which we show are of a great concern to us and
we are not in favour of anything that is going to increase them.

Mr. Pourior: Yes, I know, and I do not wish you to be too concerned about
anything. On the other hand, according to the reports you have on the New-
foundland Railway, does it show a profit at the present time?

Mr. VaveuAN: No, sir, it does not.
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Mr. Pourior: What is the approximate loss?

Mr. VaucHAN: Between $1,500,000 and $2,000,000 a year and the loss will
be still greater when Canadian wage rates are applied.

Mr. Pourior: Will you have some repairs to make on this railway whemn
you take it over?

Mr. VaucaAN: We have not surveyed the roadbed sufficiently to know, and
we will have to wait until the snow goes.

Mr. Pourtor: What is the length of the railway.

Mr. VaveHAN: It is approximately 500 miles.

Hon. Mr. CHEVRIER: 520 miles,

Mr. Povrior: The matter is under advisement now? Is it being considered
by your company?

"~ Mr. VaugHAN: Are you referring to the Newfoundland Railway or the
Temiscouata Railway?

Mr. Pourior: I am referring to the Newfoundland Railway.

Mr. VavcHAN: We have not really determined what will have to be done
there because we have not made a sufficiently careful examination of the line so
far as the physical conditions of the property are concerned. We shall do that
as soon as the snow is gone and the weather permits such investigation.

Mr. Pourior: In the meantime the whole thing will be taken over at the
time of confederation with Newfoundland,

Mr. VaveaaN: The Newfoundland Railway comes to us on April 1st.
After April 1st the manager of the Newfoundland Railway, now in St. Johns,
will report to the Viece-President of the Canadian National Railways at Monecton
and the Newfoundland Railway will be operated as a distriet of our Atlantic
region.

Mr. Rem: Will the report of the Newfoundland Railway be included next
year as part of the report of the Canadian National Railways?

Hon. Mr. Cuevrier: The agreement between the Canadian government and
the delegates from Newfoundland provides that the government shall take over
the Newfoundland Railway and operate it. The government intends to ask the
Canadian National Railways, under the authority of the Canadian National
Railways Act section 19 to operate the Newfoundland system.

Mr. Pourior: The final adjustment has not been made.

Hon. Mr. CHEVRIER: No.

Mr. Pourior: It will be a matter of discussion, Mr. Chevrier, between
yourself and the company?

Hon, Mr. CuevriER: I would not say it is a matter of discussion. I think
the discussion is over now, the agreement having been signed between Newfound-
land and Canada as to the ownership of the railway. We take it over as of
April 1st and I think I am safe in saying that an entrustment order has gone
forward from the Cabinet authorizing the Canadian National Railways to
operate the Newfoundland Railway as of April 1st.

Mr. Nicuorsox: Is there any commitment to put the Newfoundland Rail-
way in as good shape as the Canadian National Railways?

Hon. Mr. Caevrier: That is one term of the agreement. We have also
to pay some of the indebtedness outstanding on the part of the Newfoundland
Railway and we have agreed to purchase certain new equipment.

Mr. Pourtor: Will these matters be attended to by Order in Council or by
Act of parliament?

Hon. Mr. Cuevrier: There is already an Act of parliament.
Mr. Pourior: Final adjustment will be made by order in council?
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Hon. Mr. CHevriER: The only adjustment is the matter of the entrustment
order turning the Newfoundland Railway over to the Canadian National Railway
for operation and that order has been submitted by the Cabinet.

Mr. Pourior: Has it been decided upon yet?

Hon, Mr. Craevrier: 1 would think it has.

Mr. Pourior: But you do not know if it has been forwarded?

Hon. Mr. Cuevrier: That is the point, but I would imagine it has.

Mr. Murce: The entrustment order does not involve any financial adjust-
ment?

Hon. Mr. Cuevrier: I am sorry, I did not hear you, Mr. Mutch.

Mr. MurcH: The entrustment order does not involve any further adjustment
either financial or with respect to equipment matters? The government possesses
the railway as of April 1?

Hon. Mr. Cuevrigr: That is right.

Mr. Murca: The entrustment order will simply turn over the railway on
whatever terms have been agreed for administration by the Canadian National
Railway.

Hon. Mr. Cuevrigr: That is correct.

Mr. Moore: I understand that the Newfoundland Railway is a narrow gauge
railway?

Mr. VavcaAN: That is correct.

Mr. Moore: Does the government intend to convert that railway to standard
gauge?

Mr. Vavcuan: We have not that intention.

Mr. Remp: A moment ago I asked if for the following year the Newfoundland
Railway will be shown in the balance sheet separately or just as part and pareel
of the Canadian National System.

Mr. VaveuaN: I think it will be shown as part and parcel of the Canadian
National Railway. The Newfoundland Railway will be operated as a district
of our Atlantic region and the accounts will be embodied in the Canadian
National Railway accounts.

Mr. NicuoLson: To return to Mr. Moore’s question regarding the narrow
gauge, I understand there was a commitment to give comparable service in
Newfoundland to that given in the Maritime provinces.

Mr. VaueuaN: I do not think that is quite correct. I think we were to give
an adequate service; that is, one which was no worse than that given at the
present time.

Mr. NicuoLson: But I thought we were to give as good a service as that
provided to the Maritime provinces.

Hon. Mr. Cuevrier: The only commitments are those which are set out
in the agreement and in the appendix to the agreement. I remember having
said something, during the discussion in the House concerning it, but I have
just forgotten the wording of it.

Mr, Hazex: You said, Mr. Vaughan, that you were not very proud of the
results of the year’s operations, but that you had no apology to make.

Mr. VauvcHAN: Yes sir.

Mr. Hazex: I think something was said to the effect that if the railways
were not allowed to make proper charges for their services, then these deficits
would continue and the taxpayers would have to make them up, to pay the
difference.

Mr. VavcaAN: Yes sir, that is what I said.
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Mr Hazex: Now last year you got an increase of 21 per cent in the freight
rates, as from April 8. How much would that bring in in additional revenue?
Am I correct in saying that it would be $30,449,000?

Hon. Mr. Caevrier: It is on page 6, I think.

Mr. Cooper: All the increases brought in approximately $53,670,000, that
ig, for the system.

Mr. Hazex: Then what do these words mean: “The foregoing increases on
purely Canadian traffic resulted in increased revenues during 1948 of
$30,442,000?”

Mr. Coorer: Those are the revenues which resulted from the increase in
competitive rates and the 21 per cent order. My figure of $53,670,000 was a
result of all the increases which we received during the year, not only in Canada
but in the United States as well.

Mr. Hazex: Then what does the next line mean: “Adding the rate increases
on international and related traffic the gross increase in Canadian lines freight
revenues for the year, due to rate adjustments, amounted to $44 303,000 or 21-6
per cent.”

Mr. Cooper: Under the Canadian Board of Transport’s order in the 21 per
cent freight rate case, we received increases amounting to $28,804,000.

Now, we also received increases on the international traffic under orders
which were issued by the United States Interstate Commerce Commission, sup-
plemented by orders of the Canadian Board of Transport Commissioners.

Mr. Hazen: And that brought it up to $44,303,000.

Mr. Coorer: In addition, we increased our competitive rates by 15 per cent
from September 15; so the three things in combination, the 21 per cent freight
rate increase, the international rate increases, and the increase in competitive
rates. aggregated, on the Canadian traffic only $44,303,000.

Then, the increases on the United States lines amounted to—

i Mr. Hazen: That is, the increase in competitive rates that you are speaking
of ?

Mr. Cooper: No, Mr. Hazen. There are three things. The increase under the
21 per cent order. This amounted to $28,804,000. Tlen, in addition, we had the
increase on the international traffic $13,861,000; and we had an increase with
respect to the competitive traffic $1,638,000; and these three things, in combina-
tion, added $44,303,000 to the Canadian lines revenues. Then, in addition, on our
United States lines, we had increases amounting to $9,367,000. So that, all in
all, the system received $53,670,000 additional revenue as a result of the freight
rate increases.

Mr. Hazen: It says in this statement that the result of this 21 per cent
increase was to inerease Canadian freight revenue, on the Canadian National
system, by an average of 18-2 per cent.

Mr. Cooprer: That is correct.

Mr. Hazex: Last year, if I remember correctly, I think either you or Mr.
Vaughan told us that these increases, after all exemptions and specific rates are
taken into account, bring about an over-all increase, on all the traffic, of only
134 per cent. Was that figure wrong, or does it refer to something else?

Mr. VaveaAN: It was correct with thé explanation at that time.

M. Cooper: It was correct in this sense, that if you take the increase result-
ing from the 21 per cent freight rate orders, and you apply it to all the Canadian
freight traffic you will get this figure of 136 per cent.

Now, if you take the increase resulting from the 21 per cent order and
relate it to the Canadian freight traffic, excluding international traffic in Canada,
you will get this increase of 182 per cent.
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- Mr. Hazen: You filed an application, or perhaps I sbould that
Canadian National Railways filed an application through the leway A 530
tion of Canada, with the Board of Transport Commissioners on July 27, 1¢
for further general advance of 20 per cent on rates within the ]unsdlctmn ‘
the board. A

If that 20 per cent increase in rates is granted to you, do you think yont
revenue will then be sufficient to meet your expenses? In other words, will you.
show a profit instead of a deficit? :

Mr. Cooprer: We cannot show a profit in 1949 for the reason that any orde!
given now could only apply to part of the year.

Mr. Hazex: Yes; but looking ahead for 1950—1 appreciate what you have‘
said.

Mr. Coorer: My answer to your question is this. That the deficit which we
anticipate in 1949 would be about offset if our application which is now pending
before the Board of Transport Commissioners were to be granted in full and we
had the benefit of that increase for a full twelve-month period.

Mr. VaueHAN: And provided that we have no further increases in wages or
in costs of materials. v

Mr. Hazen: It says that you have had a further general advance in rates.
Do you mean freight rates or passenger rates? It does not say which.

Mr. Coorer: It is on freight rates, excluding the international traffic. Itis
the same traffic on which the 21 per cent increase was granted. '

Mr. Hazex: Yes, but does that include passenger rates.
Mr. Coorer: No, sir. ‘
Mr. Hazex: What is meant by The Railway Association of Canada?

" Mr. VaucHAN: The Railway Association of Canada comprises the following
member lines:

Algoma Central & Hudson Bay Railway
Canadian National Railways

Canadian Pacific Railway Company

Central Vermont Railway

Chesapeake & Ohio Ry. (Pere Marquette District)
Great Northern Railway Company

Michigan Central Railroad

Midland Railway Company of Manitoba

New York Central System

Northern Alberta Railways

Ontario Northland Railway

Temiscouata Railway :
Toronto, Hamilton & Buffalo Railway
Wabash Railroad Company ke

And in addition there are the following associate members:
British Columbia Eleetric Railway Company
Canada & Gulf Terminal Railway
Canada Steamship Lines
Essex Terminal Railway
London & Port Stanley Railway
Napierville Junction Railway
Pacific Great Eastern Railway
Sydney & Louisburg Railway

Mr. Hazexn: It was on July 27, 1948, that you made this application for the
20 per cent increase. What is your posmon now in respect to that application?
Has the board held hearings, or is the board still holding hearings? When do
you expect that these hearmgs will be completed? Have you any idea? »
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Hon. Mr. Cuevrier: Perhaps I could answer that question. If you are refer-
ring to the 20 per cent application, Mr. Hazen, the evidence has now been heard,
and the argument began today. It is expected that the argument will last all
the week but if it is not completed at the end of this week, they may have to go
into another week. I doubt if that will happen. That would complete the evi-
dence and the argument in the 20 per cent case.

Mr. Hazexn: Has the Railway Association of Canada now made an applica-
tion for an increase of 15 per cent in passenger rates, and would that application
have to go before the board? : ‘

Mr. VaugHAN: It would have to be dealt with by the Board of Transport
Commissioners.

Mr. Hazen: Has any date been fixed as yet?

Mr. VavgHAN: No. That is a matter for the pleasure of the Board of Trans-
port Commissioners.

Mzr. Hazex: Do they just decide? When one makes an application, do they
just decide it?

Mr. VaveHAN: They may have hearings, and we may have to go before them
and justify that 15 per cent increase.

Mr. Hazen: Near the end of your report, Mr. Vaughan, you say:

On December 29, 1948, a Royal Commission was appointed to
equm(xie into and report upon the general subject of transportation in
anada. ;

Have you received notice to appear before that commission yet?
Mr. VaucHaN: Not as yet, no sir.

Mr. Hazex: Do you know if the machinery of that commission has got
under way as yet?

Mr. VaueHAN: No. I think they have held some organization meetings
but we have not been called into those meetings as yet. :

Mr. Hazen: Has your company rendered any assistance to the commission?
Mr. VaveHAN: Not as yet, sir.  We have not been asked to do so.

Mr. Rem: I notice that the freight revenue constitutes 80 per cent of all
your revenue, while the passenger revenue amounts to but 8:5 per cent of
your total revenue, as outlined on page 6.

My question is this: In view of the fact that you are asking for an increase
in passenger fares, have you any figures to show the cost of passenger trains as
compa}l;ed to freight trains? o i

The rating system is the same over a great number of years, except I
fact tbat conditions have changed and that you now havz corr,lpetit-ilz)tnf(\)&{'hggﬁ
you did not have at one time, such as truck and automobile, and a certain
amount of competition by air. :

I venture to say that once the Trans-Canada highway is completed, your
revenue will go down further in respect to passenger traffic. i

~ When you ask for freight increases, I ask: who is carrying the load? Is
freight carrying the load for passengers? And if so, can you tell me 'wha;c
the riassengela]r division is costing?
see that your revenue from passengers amounts to .
while your revenue from freight is 88 per fent.. VR SR e

You are making the freight carrier the pack-horse, as far as passengers
are concerned. Has any thought been given to streamlining the passenger %mi
of it? T submit that your freight is subsidizing your passengers, and that while
frexg_ht may very well be paying its way, it is the passenger service which is
causing the loss. Can you give us any figures in regard to that matter? ’
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Mr. VaveHaN: I think that matter has been thrashed out before the Board
of Transport Commissioners in connection whith the present application for an
increase in freight rates. i

The board asked for a division of costs as between passengers and freight
business. But we have always contended that it was very difficult to give an
accurate statement of costs, because we are unable to apportion the cost of
maintenance of roadbed, let us say, between a passenger car and a freight
car.

We do know after a long period of years, that passenger service has been
very costly to the railways. There are a few trains which do make a little
money; but there are other trains which lose money.

You are quite correct in saying that motor car travel and highway travel
will take more business away from the railways. You will observe that our
passenger traffic has been falling year by year since the war. We expect there
will be a further decline in passenger traffic.

You raised a question as to streamlining this service. Let me say that we
have on order some very modern cars for the transcontinental service, such as
the duplex roomette car. But so far as modern streamlining of equipment is
concerned, there is no company in Canada manufacturing it at the present
time. It would be too costly to import that streamlined equipment

Personally, T doubt very much if the streamlined equipment is any more

comfortable. It may look nicer, but I do not think that a passenger gets any

better ride in a streamlined car than in a standard car which is properly
equipped with springs and upholstery and things of that kind.

Mr. Rem: I am in sympathy with the railways and I realize they have a
problem as to which no man has been able to find a solution.

T would refer now to the Trans-Canada highway. I know that bus lines,
which carry passengers across the continent, carry those passengers at about
one third of the cost of railroad travel. Now, when people travel they do look
at the cost; and if they can travel for about one third of the cost, they will not
travel by train.

I think we should find out whether we are subsidizing passenger service
at the expense of freight service. We have been arguing about freight rates
for four or five years and I would like to know the answer.

Mr. Pourtor: With respect to this question of freight revenue, I see that,
in 1948, it amounted to $393,544,359; while passenger revenue amounted to
$41,562,141.

Tt is my submission that those figures should be completed by providing
the freight expenditures and the passenger expenditures so that we might have
the complete picture and know what the freight service has cost us as compared
to the freight revenues, and we would know what the passenger service has cost
us as compared to the passenger revenue. My criticism is that the expenditure
figures are lacking. Could they not be supplied to us?

Mr. VaveHAN: It would be very difficult to give accurate figures. As I said
a few minutes ago these figures were submitted to the Board of Transport
Commissioners in an effort to show a division between our costs to the two
services. .

I do not know whether the Board of Transport Commissioners considers
that our figures are worth anything or not. I would not say that they were
guess work, because they were submitted as accurately as we could give them,
having regard to the fact that we had to guess at some of the conditions and costs.

Mr. Pourior: We have had this bulk policy over a number of years; and
my complaint is that these figures do not show the freight expenditures and the
passenger expenditures. Therefore I find it very difficult to discuss the question
until we have some approximate idea about the expenditures.
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Mr. Rem: That is the erux of the whole problem and we should have these
figures. ‘

Mr. Murcu: On that question, quite apart from guessing, as the president
has quite properly said, how can anyone apportion maintenance costs, let us
say, with respect to a piece of track between Winnipeg and Fort William as
between a freight train hauling 60 cars of wheat, and a passenger train travelling
at a higher speed, but very much lighter?

To do that would take you into the realm of fancy, if you try to decide
which one wears out the ties faster and which one wears out the steel faster.
And how can anyone apportion it, actually, with respect to labour cost. When

- you get into the question of maintenance, you verge upon pure fancy.

Mr. VavcHAN: That is correct.

Mr. Rem: Now, in the section out of Vancouver and New Westminster
you have freights and you have through trains running. You have these freights
running and you have these transcontinental trains running and you know they
have to meet. You have the volume of traffic they are carrying, both passenger
and freight. You know the costs of these trains. I suggest to you that it would
not be very difficult to work out exactly what those trains cost to operate, and
I think you could give us the actual operating cost of those trains.

Mr. VaveaAN: So far as the general expense of operating is concerned, we
could give you that. I think Mr. Cooper will be able to give you those figures.

Mr. Pourior: Before you leave that point, I would like to mention one
thing. There is a new train operating between Edmundston and Quebec City,
and then on to Montreal, which is known locally as the Fraser Company train
—1I refer to the new trains Nos. 67 and 68. I would like to have full information
about that train; the cost of operating it, the number of passengers carried on
the sleeper, and so on. I want to know what the total cost comes to.

Mr. VaveHaN: We can get that for you. :

Mr. Pourior: In addition to that I would like to know how many passengers
have traveled from Quebec City to Montreal in a special sleeping car which
is added to the C.N.R. train for the convenience of the Fraser Company. This
is a new train which has been put into operation at the request of the Fraser
Company and for the benefit of Edmundston and other points. I am told that
the sleeping car is far from being filled and that a good deal of the service
is not used, and I refer not only to the sleeping car service but other services
as well. T would also like to know the cost to the railway caused by delays
meeting other trains and waiting for the fast trains to pass. You have your
transcontinental service over that line and there is a heavy freight service,
and many times that train to which I referred has to stop to let the other trains
pass. I would like to know what the cost of such meets is, and what it costs,
or adds to the cost of operating that train.

Mr. VavcaAN: In other words, you think there is an indirect cost on account
of the delay in meeting other trains?

Mr. Pourtor: Yes, beside the cost of operating the train.
Mr. VavgHAN: I would doubt if there is any.

Mr. Pourior: That would depend on establishing the cost, the expenditure
on account of the passenger service. It could very easily be done. You have
the cost of your coal, the cost of your locomotive, the cost of your train crew;
and you also have to consider depreciation and maintenance, the total amount
spent on repair to locomotives and that sort of thing. You can do it by dividing
the total amounts from the locomotive repairs or reconditioning by the number of
locomotives which are in the shops. It is feasible and you can establish an
average which will be a close enough approximation for my purpose.

Mr. Coorer: We could get the out-of-pocket figures for you.
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Mr. VauvgHaN: We will get you all the mformatmn we can. I hvc
heard that run called the Fraser Company train before. We did have a
of agitation from the citizens of Edmundston including the Fraser Con
before we put it on. °

Mr. Pourior: 1 wonder if you would file such a study as I have asked {0
Mr. VaveHan: We will do that.

Mr. Pourior: One other question. Are you going to operate the Fr
train in the summerttme‘?

it off

Mr. PouLior: There is another very important thing to be answeped. We~ :
will leave the Fraser train cn then; and, of course, we always have the trai
which stop at all the stations. They can pick up passengers for the sleeper whi
they use in traveling between Edmundston and Quebec City; and now tha.t
cancelled but we will still have the Fraser Company train. 4

Mr. VaugHAN: Mr. Pouliot, these trains are operated with a view to

accommodating the public, and our objective, of course, is to give an adequatew’
service at the lowest cost. . ‘f

Mr. Pourior: That is all right, Mr. Vaughan. You have told us that yml _
have no authority for your statement. I agree with you, because you are
supposed to go very carefully, and you are just one of the officials of the
railways, just like one of us. You come here with a report of your operat.lons_ i
every vear, and every time you come here we are at home here and we go over
all these matters. Don’t take it for granted that a thing is right because
vou have done it. You may make your statement later; but I do not want
yeu to be too confident that “the thing is right because you have done it. You
may have been mistaken, just as all of us here in parliament on oecasion make
mistakes.

Mr. VaugHAN: We are all subjeet to correction. We do not elaim to be
infallible. ‘

Mr. Pourior: I know, but you said the Temiscouata Railway was an
expensive operating proposition. Here we have this special train which was
put on at the request of some tycoons of Montreal—and we know who those
tycoons are—and I want to win my point and I will surely win it.

Mr. VaueHaN: We will give you all the information you want.

Mr. Pourior: I want it in the precise manner in which I have asked for it.
You have given it for one train, you can give it for others. Tt is a matter of
carelessness on your part not to have it before this committee. We should be
ogiven a full detailed picture and study of railway operating revenue and
expenditures. You have it all 6n your desk and there is no reason why it
should not be given to every member of this committee.

Mr. VaugHAN: I do not think there is a railway on the North American
continent which could give you information in that form. I am sure there is not.

Mr. Pourtor: There is no other railway which has to come to parliament.
It is a very different issue. We are members of parliament and we are
responsible to our people for the operation of their railways. I am ready to
go the limit with you on this matter. T have told you what I want to know,
and I want this whole matter to be cleared up, as well as other matters, before
the committee. That is my point. :

Mr. VaveHan: We will get the information as best we can.
Mr. Povrior: Thank vou.
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Mr. Rem: I have a question to ask in regard to page 10. Down there, the
third paragraph under the heading “General”, you say: “The Department of
Research and Development continued its active role in the field of development
expansion. There have been a number of inquiries from British firms seeking
to establish plants in Canada, following some relaxation of the restrictions on
the release of capital for such purpose.”

I am wondering if you have any information regarding that very important
and valuable industrial property on your line running between New Westminster
and Vancouver. There has been a large demand for industrial property of
that kind and there is a heavy demand for it at the present time. No doubt
the matter has been taken up with your department. There you have hundreds
of acres of valuable land, industrial sites. In my opinion this land should be
made available to industrial firms from Great Britain who are eagerly seeking
sites of that kind. I was wondering whether your Department of Research
and Development is giving any special consideration to the use of that property.

Mr. VaveHAN: My answer to that, in the first place, is that we do not
own that line; that is owned by the Great Northern and we have running rights
over it. We do own some property nearer to Vancouver and that is being
rapidly developed. The property to which you refer, as I said, is owned by
the Great Northern Railway, and we only have runming rights over it. We
are interested in encouraging new industries to locate on our lines. On our
own part we have done a lot to build up the terminal property we have in
Vancouver. But that property from our junction with the Great Northern on
to New Westminster does not belong to us and we cannot do very much about
it as we are only tenants of the Great Northern Railway.

Mr. Gieson: Mr. Vaughan, do you own the mineral and oil rights on your
prairie land?

Mr. VavGHAN: Generally speaking, we do. We have lost some mineral
rights on lands but we are trying to redeem them. We still own considerable
land with oil and mineral rights.

Mr. GiBson: Are they quite substantial acreages?

Mr. VaugHAN: Yes.

Mr. Gisson: They will all be used eventually?

Mr. VaucgHAN: Yes.

Mr. REm: Another matter, relating to telegrams. It has been drawn to
my attention that on telegrams from the east to any point in Vancouver or
New Westminster going over the C.P.R. telegraph lines the C.P. will pay the
phone part of delivery where the C.N. charge for the telephone call. The
_ practice with the C.N. telegraph is to call the receiver up and ask if he will

accept the call before they phone the message. The C.P. does not do that and
that gives a considerable advantage to the C.P.

Mr. Vavenan: T will certainly look into that. I have never heard of that
before. We are certainly doing everything we can to build up our business
and we accept many collect messages.

T\'Ir. Rem: If a telegram is sent to a certain point, say eight miles out from
the city of Vancouver or New Westminster, it arrives at the office in New
Westminster or Vancouver and in order to get it to the person to whom it is to
be delivered they have phone it.

Now, if it is the C.P. they phone the message out, and if it is the C.N. they
say: there is a telegram here for you, will you accept the call charge for whatever
the cost of the call may be, 10 cents or 15 cents—and if it goes by C.P. the C.P.
actually deliver the telegram to the addressee. | ;

Mr. VaveHan: I will certainly look into that. That is the first T have
heard of it.
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Mr. Rem: I know about it. I do not like to be personal, but it happened to
me on a number of occasions.

Mr. Pourior: I now want to bring up another question, which is this; are
we to have any new stations in Quebec, this summer? I did not insist last year
on the understanding that the matter would be considered this year.

Mr. VavguAN: I am not sure whether it is in the budget this year or not.
I am informed by Mr. Cooper that there is an item of $24,000.00 for a station
and freight shed at Isle Verte.

Mr. Pourior: There is still not adequate plumbing accommodatlon in the
station at Les Etroits. I wrote to Mr. Robinson, the vice-president at Moncton,
about it, and to the superintendent at Edmundston and they were of the opinion
that the agent did not need any better accommodation. Moreover, Mr. Robinson
told me that there were a number of stations along the line which did not have
nearly as good accommodation as at this point. T was wondering if anything is
being done to improve conditions at Les Etroit?

Mr. Warron: I do not see that on the list for this year. We do a number
of these small jobs each year, but T do not see that one on the list at the moment.

Mr. Pourior: I will to tell you that T would like to have ‘quite a number
of stations along the line fitted out with modern plumbing facilities so that they
would be decent homes for the agents and their families to live in. Thev should
not be required to put up with the primitive accommodation which is there
at the present time.

Mr. McCuLroca: Have you all diesel electric locomotive equipment on
Prince Edward Island now; and, do you find it satisfactory?

Mr. VaveHAN: No sir, we have not. We have returned all the locomotives
and have paid for none of them.

Mr. McLure: They were manufactured in Canada?

Mr. VaveHAN: At Kingston, yes. We gave the order to this Kingston firm
which had made a deal with the Baldwin Locomotive Company to build a tvpe
of locomotive which they have developed in the States, but they did not turn
out satisfactorily at all and we have refused the engines, and we are making
arrangements to buy the locomotives elsewhere.

Mr. McLuge: Do you mean elsewhere in Canada?

Mr. Vaveaax: I do not think that we can have them manufactured in
Canada.

Mr. McLure: The company operating in Kingston is not a subsidiary of a
company of a similar name in the United States?

Mr. VaueHAN: No, it is a separate company. The American Locomotive
Company of Montreal is a subsidiary of the American Locomotive Company,
the Canadian Locomotive Company of Kingston is entirely a Canadian company.

Mr. McLure: I understand that the first two diesel engines that came there
for use were satisfactory?

Mr. VaucHAN: They were General Electric engines which were bought
in the United States. The other eighteen were unsatisfactory and we refused
to take delivery of them. They told us that they would be able to fix the engines
up properly but they have not been able to do so, so we have definitely refused
to have anything to do with them.

Mr. McLure: That means that you do not know whether they were cheaper
to operate than other types of locomotives or not?
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Mr. VaveHAN: No, because we have not had a proper test made. We had
a study made of the situation before we decided to dieselize the island and our
studies showed distinctly that we were going to save considerable money by
dieselizing the entire motive power equipment there; but we have had nothing but
trouble with this particular diesel engine that was built at-Kingston.

Mr. McLure: What weight of engine are you using now?

Mr. Vaveuan: We are trying to place an order for an engine not much
heavier—500 or 600 horsepower. We have been very disappointed because we
thought by this time we would have nothing but diesel engines on the island.

Mr. McLure: You still do not give a breakdown of operating expenses and:
operating losses by separate divisions or lines? .

Mr. VaveHAN: No sir, we do not. I think it would be better that you did
not know the costs of the Island operation.

Mr. McLuge: I think we ought to have that; that is part of the problem.

Mr. McCurrocH: I think the net result will be that they will have to go
back to steam locomotives and that will mean that they will be buying more
coal from wus.

Mr. NicuoLson: We had a discussion last year regarding the over-capital-
ization of the system.

The CHAIRMAN: Yes.

Mr. Nicuouson: What progress has been made in this direction with the
government since last year? Can we not expect to get some adequate adjusment
of capital?

Mr. VaveHaN: That is a matter which will be presented to the royal
commission, Mr. Nicholson. We hope we will get some relief through them.

Mr. Nicuorson: I suppose you would not care to tell us what sort of
adjustment you would like to have?

Mr. Vavenax: I do not think we should give our hand away. We are
preparing a brief for the royal commission and it will be submitted in due course.
. Hon. Mr. CHEvRIER: One of the terms of reference to the royal commission
18 a specific item dealing with the capitalization of the Canadian National
Railways.

Mr. Hazen: You made quite a long statement on this matter in 1946,
I think?

Mr. VaucHAN: Yes, sir.

Mr. Hazex: And in that statement you said that you could foresee further
loss in business due to truck competition and air service as well. Now, that
was three years ago. What has been the result? Did you lose further
business from air competition and truck competition?

Mr. VaucHAN: There is undoubtedly a certain amount of business being
lost to them. That is another matter which is to be submitted to the royal
commission.

Mr. Hazex: There is another matter you referred to in addition to truck
and air competition; you referred to the deepening of the St. Lawrence water-
ways. Now, you must have made some study on that, I presume?

Mr. VaveHAN: Yes, sir.

. Mr. Hazex: What losses in revenue, or in railway business, do you anticipate
if the St. Lawrence waterway is deepened?

Mr. Vaveaan: We had our Research and Development Department, and
Bureau of Economies make a thorough study of that situation, because we
.~ were very anxious to know what traffic we might lose if the canals were
(" deepend. After giving the matter much study and making a thorough investi-
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gatwn theu' report is,as T recall it, that they do not expect the railw.
suffer any substantial loss of business at all because they consider that
be so many new industries built up along these new waterways that the
we would get from these new industries would more than make upior
might lose in any other direction.

Mr. Hazen: When was that report made?

Mr. VaveuAN: That report was made two or three years ago.

Mr. Hazen: Was it in 1947, or 1948, or prior to that time?

Mr. MurcH: In any event that was the conclusion.

- Mr. VavcHAN: I remember distinetly that the conclusion reached m'
report forecast no great loss of business. The report was made about«
years ago but I cannot give you the exact date.

Mr. Moore: Since an increase in freight rates has been granted had’..‘
railway noticed any appreciable loss of traffic on account of the dlvm
freight through the Panama Canal? -

Mr. VaugHAN: You are asking whether freight business has been div
from us? 2

Mr. Moogre: Yes.

Mr. VaugHAN: We have not noticed it yvet. I believe that it has b
noticed in the United States where freight rates have been increased muel
more than in Canada. :

Hon. Mr. Curvrier: There has been no traffic from Vancouver th
the Panama Canal?

Mr. Hazex: Is it not starting this month?

Mr. VaucHAN: I think there is some traffic moving from Vancouver throug
the Panama Canal to United States Eastern ports but there has been no freig
as yet consigned through Panama for Eastern Canadian ports.

Mr. Huynka: In view of the diseriminatory rates which apply in various
parts of the country I am wondering if the president has any suggestion as
to the probable result which may be expected? Have we any solution to
problem or are we simply driving on as we are doing today, writing off deficits'
and maintaining the diserimination? o

Mr. VaugHAN: I think that matter represents one of the reasons for
appointment of the royal commission. The royal commission will investig
all these things and see if it can come to a conclusion, and doubtless it will reg
to the government in due course. 4

Mr. Huynka: In view of your experience have you any suggestion as to
what can be done?

Mr. VaucHAN: The only suggestion that I have at the present time 2
which I could give the committee is that we eannot survive with the existi
rates. We must have an increase in freight rates or there are going to bq
further losses.

Mr. HLyNKA: An inerease in freight rates will not remove the d1~crumna(:1 n’
which exists between certain parts of the country, and our people are =nnp
up in arms over the whole thing.

Mr. VaugHaN: Those are matters which are constantly before the Boarl!
of Transport Commissioners. We will have to leave it to them and trust to their
conclusions in the light of the evidence submitted by the railways, by he
provinces, by the shippers, and by all concerned. As far as our situation is con: -
cerned one of the reasons for our losses is this matter of very heavy fixed
charges, and that question will also be submitted to the royal commission.
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Hon, Mr. Cugevrier: With reference to the discriminations of which Mr.
 Hlynka speaks, we know that operations under the Railway Act affect a great

“number of people. When you consider that the increase in freight rates in
Canada has been 21 per cent thus far, as compared with an increase of 60 per
cent in the United Kingdom and at least 55 per cent in the United States, there
is little reason for too much complaint. It is that fact which is particularly
important. Although the application for the 21 per cent increase was made
almost two years ago the increased rate in fact did not become operative April
1948, which meant for Canada almost 18 months operation under the old rate,
whereas, in the United States, the Interstate Commerce Commission slapped
on interim judgments which went into effect immediately.

Mr. Huynka: What you say may be true when considering the overall
picture, but the problem about which I am concerned, and about which the
people in the west concern themselves, is simply stated. Why should people in
Alberta, people in British Columbia, people in Saskatchewan, and in Manitoba
carry more than their share of the load? That is the question and for some
reason or other it seems to be difficult to have it understood. I have spoken
on this question in the House and I have spoken of it outside of the House. We
are not complaining about charges when taking the overall picture because
surely the people of Canada must make up any deficit. The complaint we make
is simply why either the maritimes or the western provinces should carry more
than their share of the load.

Hon. Mr. Cugrvrier: It is a question whether they do. I think the investi-
gation in 1927 indicated that was not the case.

Mr. Huynka: In the report of the former premier of ‘the province of

- Manitoba, the now Minister of Justice, made to the Board of Transport Com-

missioners a year ago, it is definitely stated that the load carried by the country
lying west of Fort William was far in excess of what it should have been. That
statement was included in the Honourable Mr. Garson’s submission to the Board
of Transport Commissioners. He was in possession of definite proof and I have
quoted his statement on the floor of the House. Our contention at the moment
is that we cannot see our way to continue on this basis and until the discrimina-
tion is adjusted the people will never be satisfied and the whole situation as it
exists now is not fair to them.

~ Hon. Mr. Cugvrier: In looking at the picture from an overall point of
view there is not only the question you refer to but there is also the question of
the granaries which have been in existence since 1897 without any change. The
railways feel that the time has come when they should get an increase in respect
of those granaries. The government does not hold that opinion.

Mr. MavBank: You will have to erawl over a lot of dead bodies first.

Hon. Mr. Craevrier: That may be so, Mr. Maybank. Perhaps you were
not here when the matter came up for discussion and what I am trying to state
now is when one speaks of diserimination with reference to one locality, I
suppose that he has in mind a certain group of rates, but, one must keep in mind
the whole picture; not only the trans-continental rates but the mountain
differential and other matters. 3

Mr. Hazex: The granaries have been in existence since when?
Hon. Mr. Cugevrier: Since 1897.

_ Mr. Murcn: It should be pointed out here that the areas through which the
rallway operates at the least expense have been the areas where the charges have
been highest. The people for whom Mr. Hlynka and I speak do contribute, and
you must add to your figures their share of the $33,500,000 subsidy. I prefer
to call that deficit a subsidy but you may call it what you like. It is the figure
at the bottom of page 5 of the report. The whole case for discrimination is not

34082—3%
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given when you go as far as Mr. Hlynka went until you add the share of that
$33,500,000 paid by the prairies and the western provinces. However, we would
be perhaps unwise in view of the pressing nature of some of our other business
to try and solve the problem here or to do any repainting in publie.

Hon. Mr. Cuevrier: We have tried to deal with this question first by
asking the board to establish a freight rate structure across the country, and
then by asking the royal commission to look into the whole broad question to
ascertain whether by means of amendments to the Railway Act or other means
it is possible to eliminate the complaints.

Mr. Huy~gka: I was trying to get an opinion from Mr. Vaughan on this
whole problem because it seems to me that we are skating around it and we
have skated around it for the past two years. We are not solving the problem,
we are going into debt, and the problem remains. Unless we do tackle the
whole question from the proper angle it is a matter of having deficits and
covering them up but the diserimination continues to exist and people continue
to be dissatisfied.

Mr. VavegaAN: The matter is still before the Board of Transport Com-
missioners and this is the proper place for it. Each province has a different
idea of what diserimination is. Each province contends that it is being dis-
criminated against and it seems to me that some judicial body, the Board of
Transport Commissioners or the royal commission, must decide if in fact there
is diserimination and what is to be done to avoid such diserimination that may
exist.

Mr. Huyxka: I was about to mention another point concerning service in
western Canada. We find in reading this report that a number of new coaches
have been constructed and put into service. On our small lines—and some of
them are not so small, like the line which runs from Edmonton to Lloydminster—
persons must ride in one of those old erates which are anywhere from 35 to 50
years old. As the people in that district ride along the line they feel that they
are entitled to some of the new cars about which they read from time to time.
The complaint about old cars is not confined to Ontario and Quebec but it is
true of these old districts which are entitled now to a little better service and
a little better equipment.

Mr. VaveHan: We have tried to divide the equipment as best we can having
regard for the service required. Are you by chance referring to the coaches on
through trains west of Winnipeg?

Mr. HyLinka: It is the daily train. Now and then a newer coach is put
on but as a rule one has to get into a rattling old crate.

Mr. Wartox: I take it Mr. Chairman, that Mr. Hlynka is speaking of
trains Nos. 5 and 6. We do have some nice sleeping and passenger cars on that
mixed train. The trouble is however that we just do not have enough equipment
yet and we do what we can but the really modern equipment is far less than
meets the requirement. _

Mr. NicuoLsox: Page 5 of the report refers to the damage caused in British
Columbia and on the prairies by floods. I wonder if Mr. Vaughan can give us
any idea of the damage in figures?

Mr. VaugHAN: Do you mean from floods?

Mr. NicaoLson: What will be the overall cost of the flood damage?

Mr. VaveHAN: We mention in the report a figure of $2,900,000 but that does
not by any means cover the total cost as we have not repaired all of the flood
damage as yet. There is a great deal to be done to restore the lines to the
position in which they were before the floods.

Mr. NicuoLsox: What would be the total?
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Mr. VavcHAN: We have estimated that the total may be as high as
$10.000,000. ‘ .

Mr. NicaoLsoN: On page 5 you mention that the service to Vancouver was
suspended from May 29th to June 29th?

Mr. VaveuAN: That is right.

Mr. NicuoLson: Is that the period during which you did not have any
service on your own line?

Mr. VavcaAN: We were detouring on the C.P.R. line when it was open.

Mr. Nicuorson: It has been observed I believe that the Canadian Pacific
Railway gets its lines in shape much quicker than does the Canadian National
Railways.

Mr. VavcaAN: Their line was not affected as much as ours was. Track for
long distances was under water.

: Mr. NicuorsoN: How long a delay was there before repair work was com-
menced by the Canadian National Railways?

Mr. VavcaaN: Work was started immediately after the water subsided.
The Canadian National got to work as quickly as did the Canadian Pacific
but we had more work to do.

Mr. Warrons Our biggest delay was caused by the loss of the steel bridge
over the North Thompson river west of Kamloops. As far as I know the Cana-
dian Pacific Railway did not lose a steel bridge. ¢

The CHARMAN: Are there any other questions you would like to ask Mr.
Vaughan on the report he has made?

Mr. Pourtor: If I am permitted, T would like to follow up a question which
I put to Mr. Vaughan a moment ago about the Temiscouata Railway. I would
like to know the number of passengers carried between Edmundston and Quebec
city, and between Quebec city and Edmundston; and I would like to have the
same information with respect to the sleeping cars, separately, if possible. Now,
as between Montreal and Quebec and vice versa, I must ask you, Mr. Vaughan,
what is the proper title for the head of the motive power shop in your system.

Mr. VaueaAN: The head is called the chief of motive power and equipment.
Mr. PouLrior: Is he ever called superintendent of shops?

__ Mr. Vaveuan: I take it that you are not referring to the principal officer
in Montreal but rather to the regional shops.

Mr. Pourior: I am referring especially to the shops themselves.

_ Mr. Vaueuan: Some are called master mechanics, and some are called super-
Intendents of shops.

Mr. Pourior: I was under the impression that they were all superintendents,
except one, and he is called general foreman. There is Mr. Melancon, works
manager, Montreal; Mr. Walker, superintendent of shops, Moncton; Mr. Dunlop,
superintendent of power shops, Leaside; Mr. McCready, superintendent of car
shops, London; Mr. Mackinnon, superintendent of M. P. shops, Stratford;
Mr. Thompson, superintendent of M. P. shops, Transcona; Mr. Brown, super-
intendent of car shops, Transcona; Mr. Buskard, superintendent of M. P. shops,
Fort Rouge; Mr. Cooke, superintendent of car shops, Fort Rouge; Mr. Askew,
superintendent car shops, Fort Huron; Mr. Selbee, superintendent M. P. and
C. E. St. Albans.

Now, how is it that Mr. Bourdeau, who is head of the motive power shop at
" Riviere du Loup is called just general foreman and is not designated as
superintendent?

5 Mr. Vaveuax: I suppose it is because there are not so many employees
ere.
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Mr. Warron: That is the reason for it. It is the smallest shop.

Mr. Pourtor: I know there are shops elsewhere which have not the same
privileges. Would you kindly give me the personnel of all the other shops?

Mr. Warton: We can get that for you. :

Mr. Pourior: I would like to have the actual personnel. We have had
a lot of difficulty in our region. I think conditions did seem to improve after
Mr. Johnson left. Nevertheless there appears to be prejudice and bigotry among
the officials of the railway, that is, among most of them. I could describe to you
what has happened under certain circumstances, but I shall not take up the
time of the committee. Prejudice is rampant in Moncton. Did you not know
that? Surely you have had representations from the Brotherhood, complaining
about bigotry on the part of some of the officials down there?

Mr. VavgHAN: I have not heard anything about it.

Mr. Pourior: I am surprised to hear you say that. You can ask the heads
of the unions and they will tell you that, following Mr. Johnson’s departure,
there was some appeasement, but now they are worse than ever.

Mr. VaveHAN: In what way?

Mr. Pourior: In not giving a chance to a French Canadian because he is a
French Canadian. I suggest that if Mr. Bourdeau had happéned to be named
Smith or Brown, he would be superintendent. of the shop instead of general
foreman, but just becausé he has a French name, he is denied ‘the title of super-
intendent. Let me tell you that the condition is general and not exceptional.
I have seen memoranda prepared by the Brotherhood and by a lot of people down
there, complaining about how they are treated by the management in the
Atlantic region. I am telling you that now but you surely must have known about
it before.

Mr. Vavcaan: We shall look into it but let me say that we have never
heard anything of the kind before.

Mr. EmyMEegrson: I do not think T would agree with Mr. Pouliot, most decidedly ~ *
not, and I think that most of the Acadians employed in Moncton would possibly
agree with you, Mr. Vaughan. As to the officials Mr. Pouliot has mentioned, I do
not think they can properly be described as bigoted. I have seen very fair =
treatment. down there. ]

Mr. Pourior: When they hear French spoken, they shudder.

Mr. VaveHAN: I think a good proportion of our employees in Moncton are
French Canadian. 4
Mr. Pourior: That may be, but they are in minor positions. Just as in
Montreal, the French Canadians are in the lower brackets. They are not getting
a chance, and you must know it.
Mr. VaveHAN: I would not agree with you there. , i
Mr. PbuLior: You have only to check your territory.

Mr. Warron: I have some figures in connection with Mr. Pouliot’s observa-
tions. I have a list of the employees in certain of the shops. |

At the Moncton shop, in the motive power department, there are 1,140
employees. In‘the car department, there are 547 employees. i

In the Leaside car shops, there are 304. In the London car shops, there are =
862. In the Stratford motive power shop, there are 1,173. In the Fort Rouge =
motive power shop—that is at’ Winnipeg—there are 748. At Fort Rouge, in the
car shops, there are 666 employees.

At Transcona, in the motive power shop, there are 1,161 employees. At
Transcona, in the car shops, there are 1,264. At Montreal, in the motive power
shops, there are 1.687. - And in the car shops there are 1,303.
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At Riviere du Loup, there are 196 shop employees; and in the roundhouse
there are 112, making a total of 308.

Mr. Pourior: Well, what about places in western Canada, the motive power
shops in western Canada, in addition to the ones you have mentioned?

Mr. Warton: I have given you Transcona and Fort Rouge.
Mr. Pourior: Those are the big ones. There are two others in the west.

Mr. Wartox: There is one which has just a general foreman. But your
observation, as I understand, related to there being a general foreman at Riviere
“du Loup.

Mr. Pourior: Yes, instead of his being a superintendent. You have told us
that there are superintendents in motive power shops and in car shops.

Mr. Warton: Yes. That is why I gave you the definite figures.

Mr. Pourtor: And there are other car shops in the west?

Mr. Wavrton: Yes; at Transcona and at Fort Rouge.

Mr. Pourior: Yes; and there are minor ones such as in British Columbia.

Mr. Warton: Yes, but they do not rate as repair shops.

Mr. Pourior: But Riviere du Loup does.

Mr. WaLTon: Yes, it does.

Mr. Pourior: And work is done at Riviere du Loup?

Mr. WarLton: Yes.

Mr. Pourtor: Then why should not consideration for the work done at Riviere
du Loup be the same as consideration for the work done at other places?

Mr. WartoN: In answer to that, sir, I would say that the job is much heavier
where they have a large number of employees.

Mr. Pourtor: And if we have a smaller number of employees—you must
remember, Mr. Walton, the difficulty we had with St. Malo to keep our men when
the shops were closed. You must have seen the correspondence with Mr. Hunger-
ford about that time on the subject.

Mr. Warton: You may recall coming to me about it, and I said that we
would send machines and equipment and a proper number of men to Riviere du
Loup.

Mzr. Pounior: You responded very agreeably; but you must appreciate the
trouble I had in obtaining what you did give me.

Mr. Warton: But the promise was kept, just the same.

Mr. Pourior: Yes. I am grateful to you, and I acknowledge it publicly.

Mr. McCurrocH: I move that the report, be adopted. :

Mr. Moore: On August 1, the Hudson Bay Railway was taken over by the
Canadian National. I would like to know what plans, if any, the Canadian
National has for increasing business along that railway. $

As you know, it lost money continuously since it was built, in about 1930 or
1932.

Mr. VaugHaN: There has not been any change in the traffic situation. We
are still moving all the traffic which is routed that way, and we are providing
rates and other information through our London, England, office and elsewhere,
via Fort Churchill. There is not much more that we can do in that respect.

The CHAIRMAN: Are there any other questions?

Mr. Hazex: How much of your interest charges have to be paid in United
States funds?

Mzr. Coorer: 70-29 per cent is payable three ways.
Mr. Hazen: You say that 70-29 per cent are payable in United States funds?
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Mr. Coorer: Yes. It is payable in either United States funds, Canadian or
sterling,

Mr. Hazen: Last year, how much did you actually have t 1 i ,'
States funds in dollars. : 5 g il

Mr. CoorEr: I could not answer that question at the moment.
Mr. Vaveaan: We can get that information for you.

Mr. Hazex: I mean the amount which you have had to pay for United States
funds. Do you have to go to the Foreign Exchange Control Board to get those
funds? Do you have to pay the premium on them, or how do you get them?

Mr. Coorer: We go to the Foreign Exchange Control Board and buy them

and we pay 4 of 1 per cent surcharge.

_ Mr. Hazex: You say that it only costs you  of 1 per cent to get the money
which you require? Would it amount to $20,000,000?

Mr. Coorer: For exchange on interest account?
Mr. Hazen: Yes.

Mr. Coorer: I do not think it would. It would be between $15,000,000
and $16,000,000.

Mr. Hazen: And you say that it costs you one cent and a half?
Mr. Cooprer: No, sir. One-half per cent.

Mr. Hazex: You mentioned in your report about the loss by fire at Montreal

of the Bonaventure freight sheds.

Mr. Cooprer: Yes.

Mr. Hazex: You had your own insurance?

Mr. Coorer: Yes, sir.

Mr. Hazen: First of all, what was the cause of that fire? Do you know?

Mr. Warton: The fire really resulted from carelessness on the part of
certain employees in trying to repair a plugged gasoline line on a truck, in an
area where there was congestion in the driveway, and close to the freight sheds.

Mr. Hazen: And you had your own insurance?

Mr. CooPEr: Yes.

Mr. Hazen: How much insurance did you pay yourself, so to speak, out of
your insurance fund.

Mr. Coorer: We took $1,829,000 out of the insurance fund on account of
that fire. .

Mr. Hazenx: I am turning now to page 12, where it says, Insurance Fund.
Would that fund be reduced by that much from last year’s fire?

Mr. Coorer: No, sir, because we rebuilt or rather re-established the fund.
We built it back to its normal level, which is $12,000,000, by charging income
account and crediting the insurance fund.

Mr. Hazen: I have before me the auditors’ report and I thought that must
be the case because they say that the sum of $1,783,000 was charged against
railway income.

Mr. CooprEr: Yes.

Mr. Hazex: And it is credited to the reserves, and that sum is sufficient to
re-establish it at $12,000,000.

Mr. Coorer: Right.

Mr. Hazen: But apparently when you look at page 12, it is $13,486,000.
What is the explanation of that?
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Mr. Cooper: The figure on the balance sheet represents two items. One is
the reserve surplus, which is $12,000,000 and the remainder represents claims
chargeable against the reserve which had not been paid at December 31.
Had all the claims been paid, the figure on the balance sheet would be reduced
by about $1,486,000.

Mr. Hazex: Yes, I see it. I would like to ask a question first about the
branch line from Barraute northerly towards Kiask Falls. Your report says
that this branch line has been built for 39-2 miles and that it was placed in
operation on February 28, 1949. It is too early, I suppose, to make any report
on the earnings of that road?

Mr. VavcuaN: It only started a short time ago.

Mr. Coorer: We have not a statement of the earnings.

Mr. Hazen: What did it cost to construet that portion of the road?

Mr. Coorer: To the end of 1948, it cost $2,621,000, and it is anticipated
that during 1949 we shall finish it at an estimated cost of $612,000.

Mr. Hazen: That is to Mile 39-2?

Mr. Cooper: Yes. :

Mr. Hazex: Do you propose to continue it, or is that to be the end of the
line.

Mr. VaveHAN: Some day it might be continued, but we have no plan to
extend it at the present time.

Mr. Hazex: When you originally started, the idea was to build it beyond
Mile 39-2? y

Mr. Vavcaan: The Act of Parliament was for 55 miles.

Hon. Mr. Cuevrier: The Act of Parliament provided for more than 39-2
miles. Mr. Vaughan says 55 miles.

Mr. VaveuAN: Yes, 55 miles, but we do not intend to build all that at the
present time.

Mr. Hazex: You have already spent $2,621,000, and you estimate it will
cost $612,000 additional to complete it. That would be $3,000,000 odd.

Mr. Coorer: $3,234,000.

Mr. Hazen: How does that compare with the estimated cost of the road
before you started?

Mr, Cooper: It is within the estimate. Actually the $612,000 is the remain-
der of the estimate. The original estimate was $3,234,000, of which we spent
$2,621,000 up to the end of 1948, and we expect to spend the remainder during
1949, so we expect that the expenditures in 1949 will be within the original
estimates.

Mr. Hazex: I am speaking of the estimated cost of the road. I wonder
if we are talking about the same thing. I am talking about the estimated cost
of the road, what you figured out the road would cost before you started
construction.

Mr. Coorer: The estimated cost of the road was $3,234,000.

Mr. Hazenx: Might I ask a question about the International Aviation
Building, about which we had some discussion here in past years. The building
is in Montreal. Is it expected that the building will be ready for occupancy
in July, 1949?

Mr. Cooper: That is correct.

Mr. Hazex: How much has it cost you, up to the end of 1948?
Mr. Coorer: $2,118,000.

Mr. Hazex: What do you estimate will be the final cost.

oo B N
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Mr. Coorer: $4,111,000.

Mr. Hazex: Well, the cost has increased considerably over your former
estimate.

Mr. Cooper: It has increased, Mr. Hazen, but I do not believe the increase
is surprising. The estimate which I gave two years ago was, 1 think, $3,572,000.
Mr. Hazen: That is the figure I have here.

Mr. Cooper: Yes. Last year I increased that estimate to $3,840,000. And
now I am increasing it to $4,111,000.

Mr. Hazen: That is not quite half a million.

Mr. Coorer: It is $540,000 increase over the figure given two and a half
years ago.
Mr. Hazen: It is an increase of over 15 per cent.

Mr. Cooper: Yes, an increase of 15 per cent which is less than the general
increase in building construction costs.

Mr. Hazen: What is the situation with respect to the rental of that building?
Have you entered into an agreement with the dominion government whereby
the dominion government will rent that building from you?

Mr. Coorer: Yes, sir.
Mr. Hazex: When was that agreement entered into?

Mr. Cooprer: The terms were settled a considerable time ago, but the
execution of the agreement, I think, was a month or two ago.

Mr. Hazen: Does the agreement provide for the rent that the dominion
government is going to pay for the building?

Mr. Cooper: Yes, sir.

Mr. Hazex: What is the rent?

Mr. Cooper: The rent is at the rate of $3.25 a foot. We are speaking,
Mr. Hazen, of the space to be rented to the dominion government for I1.C.A.O.,
that is the International Civil Aviation Organization.

Mr. Hazen: What do you call it?

Mr. Coorer: 1.C.A.O.

Mr. Hazex: I was under the impression from what you said last year that
the government was either going to rent this building or guarantee you the
rent.

Mr. Cooper: The government has rented the space which is going to be

_ occupied by this particular organization, but it does not comprise the entire

building.

Mr. Hazex: No. You told us it was going to be six floors, last year.

Mr. CoopEr: We have entered into that agreement. Those six floors contain
91,020 square feet, and the rent is $3.25 a foot. The annual rent is $295,815,
and the term of the lease is for 20 years.

Mr. Hazen: What about the space in the rest of the building.

Mr. Cooper: The next two floors are rented to the Trans-Canada Air Lines.

Mr. NicHoLsoN: At the same rental?

Mr. Coorer: Yes, $3.25 a foot.
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Mr. Hazex: That lease is made between you and Trans-Canada Air Lines?
Mr. Coorer: Yes, sir.

Mr. Hazex: You have not leased that to the government?

Mr. Coorer: No, sir.

Mr. Hazen: What rent are you getting from them?

Mr. Coorer: We are getting $3.25 a foot, and there are 30,225 feet, square
feet.

Mr. Hazex: What does that come to?

* Mr. Cooper: The annual rent is $98,231. And there is more than that. We
have rented space to the International Air Transport Association; T.A.T.A.

The CaamMaN: It is now 1.00 o’clock, Mr. Hazen.
Mr. Hazex: All right, I do not care.
The CuarMaN: If you have not much more, you may continue at this time.

Mr. Hazex: Are you prepared to give me the names of the tenants and
the rents they pay?

Mr. Cooper: Surely, I can give you them now. LA.T.A. will pay $3.25
per foot. They have 10,266 feet.

Mr. VavcHAN: I think we had better put it in the record for you.
Mr. McCulloch: T move that the report be adopted.

Mr. Hazex: Did the Canadian Pacific Air Lines take any part of it?
Mr. CooPEr: Yes.

Mr. Hazex: Did B.O.A.C.?

Mr. Coorer: They have not come in yet.

Mr. Hazex: Will there be room for them when they do come?

Mr. Cooper: Yes, sir.

Mr. Hazex: You mentioned a company called K.L.M., the Dutch Air Line.
Did they come in?

Mr. Coorer: We expect that they will.

Mr. Hazex: They are not in yet?

Mr. Cooprer: No, sir.

Mr. Hazenx: Will it disclose their names, the list you are going to put in?

Mr. Cooprer: I can list the leases which have been agreed on but they
have not yet been executed in all cases. For instance, I have letters from the
Canadian Pacific Airlines agreeing to the terms, and we have concluded an
arrangement with the Bank of Montreal.

Hon. Mr. Cuevrier: The lease is not completed but the agreement is made.
If there is no recorded lease there is at least a verbal agreement, and a new lease
will be entered into in due course.

Mr. Cooper: Yes.

; M?. HAZEN: You told us last year that the rents you were going to get from
this building would be sufficient to amortize the cost of the property in thirty-one
years.

Mr. Cooprer: Yes, sir. I still think that.
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Mr. Hazex: Will the agreements which you have entered ‘into now be
sufficient to produce a rental adequate to amortize the cost of the building in
thirty-one years?

Mr. Cooper: Yes, sir, when we fill up the building. There is one floor which
is not fully occupied yet.

Mr. Hazexn: I see, there is one agreement you have not entered into yet?

Mr. Coorer: There is one floor which has not been rented in its entirety
but negotiations are going on.

Mr. VaveHAN: I might say this, Mr. Hazen, that nine full floors have been
rented and agreements entered into. They cover the airlines and air organiza-

tions to which reference has been made and these take up more than nine floors.

I think it is fair to say this, that we have more applications for office space
than we have space available in that building.

Hon. Mr. Cuevrier: How many floors are there in that building, Mr.
Vaughan?

Mr. Coorer: There are ten floors.

Mr. VauveHAN: And agreements have been signed for nine and one-half
floors.

Mr. Hazex: I wonder if the minister could tell us when the royal commission
will sit?

Hon. Mr. CHEVRIER: | cannot say anything more than I said in the House;
namely, the chairman expects he will be able to start sittings at the end of April.

Mr. Nicuorson: There is one more question before we adopt the report,
Mr. Chairman. Could we have some report on the position of the land still held
by the railway; the amount of land which has been sold, the amount of land
available, and the type of land?

Mr. Vavcuan: We will file a statement of that in the record.

The Cuamman: Would the committee be agreeable to adopt this report?

Mr. Hazex: We still have one or two questions to ask. Who are the officers
of this International Air Transport Association? Whom do you deal with?

Mr. Cooper: We dealt with Dr. Warner, who is the president, and his officers,

Mr. Hazex: I would like to have that information before we adopt the
report.

Hon. Mr. Cuevrier: It is a specialized agency, an international body. It
is a special agency of UN.O. and all countries belong to it. Canada has a
representative on it. It is an international organization.

The CuamrmAN: Is that agreeable, gentlemen?

Some Hon. MemBERs: Carried.

The CuarMaN: We will adjourn until 4 o’clock this afternoon.

The Committee adjourned at 1.05 p.m. to meet again at 4 p.m. this day.




AFTERN OON SESSI ON

The committee resumed at 4 p.m. {3 :
The CramMmax: Order, gentlemen. Now, gentlemen, we discussed Mr. ‘

Vaughan's personal report to the minister and it was adopted. I think we will
- have Mr. Cooper generally discuss the balance sheet, and then we may want to e
~ ask him some questions. The balance sheet is pages 12 and 13 of this report, and
- the consolidated income account is on page 4. I think other years we discussed -
b it a few minutes with you, Mr. Cooper, and then we asked questions on it. We
b, wﬂlﬁdo siclhat and then we will go on with the other statement page by page untll

i we fin1

Mr. Coorer: The consolidated balance sheet is found on pages 12 and 13
and is as follows:

SN LRI




CONSOLIDATED BALANCE SHEET AT 31lst DECEMBER, 1948

ASSETS LiABInirmes
INVESTMENTS: ST00KS: ol
Road and Lqu1pmen . Capital Stocks of Subsidiary Companies held by Publie.. §  4,567,540.00
Property... . $2,971,916,912.66 k g
Improvements on LonGg Term Depr: g ) |
Leased Property..... 2,465, 3006.59 IFunded Debt Unmatured: i
Miscellaneous Physical Held by Publiodi v, vtttk $573,782,649.90 sk
PrOpetty v oo is s 64,535,010, 15 Held in Special Funds........vovvvvnns 10,450,008, 06 P
; —————— $2,138,917,220.40 584,232,658.02
Capital and Other Re- oA ALS ¢ K
serve Funds: GOVERNMENT OF CANADA—LOANS. ..o tuuviuvineueesnss LL.in o 780,494,825.11 3
System Securities at ¥ - At
................ $ 841, 500,00 CURRENT LIARILITIES: RS SR T
Other Assets at cost. . 17,856,704, 32 Traffic and Car-Service Balances—Credit. $  8,781,530.00 I
———— 18,698,204, 32 Audited Accounts and Wages Payable. .. 24,289,710.43 e
Deferred Maintenance Miscellaneous Accounts Payable........ ; 8,070, 5562. 60 E -
T e AR W R 17,000, 000.00 Giovernment, of Canada—Balance duo on
Investments in Affili- Defioit Aocount s .. #s v ok s vl s ihiot 6,167, 258.88 :
ated Companies.. ., .. 64, 547,637.11 Government of Canada—Interest Payable 20,612, 677.70 :
Other Investments: Interest Matured Unpaid........oooiiiis 4,107,167.43 el
System SBecurities at , Unmatured Interest Accrued. ... .. ... .« 5,063, 586,93 ~ !
................ $ 80,000, 00 Acerued Accounts Payable.. ............ 8,427,059.569 2
Other Assets at Cost, 840, 142,53 Takes Acoruad.. |, i G iiirit s et s 3,087, 622,94 o
e s e 020, 142.53 Other Current Liabilities. ... ..o 2,276,392, 54 ,
 ——— $2,240,083,213.30 % 02,404, 159,04 y
Dprernen Liantuiris: . ¥
Pension Contract Reserve. ... /v oovveiis $  45,120,000.00 i
Other Deferred Linbilities., ... 5,004,854, 62
CURRENT ABBETS: 50,724,854.62
N R s i R Iy T $ 19,018,169.84 Resprves AND Unapsusten Crepros: L !
Tempoury Cash Investments, . il 5,499, 505,82 Insurance ReSOIVe. ..o ouiiviicirvins i §  13,4806,000.00 A :
B e R L R 4,814,418.88 i Acerued Dcpmcmtxon—Cn.nndian Linos— . ) ¢ i
et Balanco Receivable from Agentn and Bt o Ot ORI Tty v s ey et o e A T 112,858, 165,19 hy A
L T R N e e : 16,604,667.71  ° Acerued Depreciation—U.H, Linos— Road !
Miscellaneous Aawunu Receivable, 11,581,850, 04 and Equipfietit. ). 11 i v e s 20,040, 765 M i
Material and TR SRR 74,024,308,93 Acnrued Amortization of Defence Projoctl 3 MO. g e

Interest and Dx ....... 214,539.18 Deferred Maintenance Reserve. ..., o

Accrued A ) PR P 4010 177.08 / Other Reserves.......... BT PN )

Other Current Assets. .. ................. 607,190,356 Other Unadjusted Cnditn. RO T AN o
- 137,274,712.83 NV



DEFERRED ASSETS:

Working I;‘und RAVANCOE o o iens pie T in $ 423,745.36
Insurance Fund:
System Securities at
1 T A TR $ 5,444, 508.06
Other Assets at cost. 8,041,491.94
13,486, 000.00
Pension Contract Fund:
System Securities at
TR N P R $ 4,084,000.00
Other Assets at cost. 41,036,000.00
——— 45,120, 000.00
Other Deferred Assets................... 2,371,908, 63
61,401,653.99
UNADJUSTED DERITS:
SN EPaTROIE. 1, S e T e s S he e S $ 74,076.82
Discount on Funded Debt................ 4,209,024.70
Other Unadjusted Debits... . ............ 4,086, 558.98

8,369, 660.50
$2,447,129,240.68

CERTIFICATE OF AUDITORS

We have examined the books and records of the companies comprising the Cana-
dian National Railway System for the year ended the 31st December, 1948.

The total amount of the Investments in Fixed Properties and Equipment as
brought into the System accounts at the 1st January, 1923, from the books of the
several Corporations and the Canadian Government Railways was accepted by

us.

On the Canadian Lines, depreciation accounting for Equipment has been applied
only from the 1st January, 1940, retirement accounting continuing in effect
for Fixed Properties.

Subject to the foregoing, we certify that, in our opinion, the above Consolidated
Balance Sheet is properly drawn up so as to exhibit a true and correct view of the
affairs of the System as at the 31st December, 1948, and that the relative Income
Account for the year ended 31st December, 1948, is correctly stated.

As required by The Canadian National-Canadian Pacific Act, 1936, we have
reported to Parliament in respect of our annual audit.

GEORGE A. TOUCHE & Co.,
Chartered Accountants.
10th March, 1949.

GoveErRNMENT oF CANADA—PROPRIETOR’S %

Equmry—(See Note)

Represented by:—

1,000,000 shares of no par value capital
stock of Canadian National Railway ¥
ORI 7o o2 samris S A it S oA $ 18,000,000.00

5,000,000 shares of no par value capital
stock of The Canadian National Rail-
ways Securities Trust............. Bl T

Capital Expenditures by Government of
Canada on Canadian Government Rail-

378,518,135.02

AR L ST AT 377,724,513.78 ' .
; —_——— 774,242,648.80
CONTINGENT LIABILITIES: :
Major contingent liabilities, as shown on statement attached. i
$2,447,129,240.68

Nore:—The Proprietor’s Equity is included in the net debt of Canada and is

disclosed in the historical record of Government assistance to railways as shown

in the Public Accounts of Canada in accordance with The Canadian National
Railways Capital Revision Aet, 1937,

T. H. COOPER,
Vice-President and Comptroller,

ONIddIHS ANV SAVMTIVY
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Mr. Chairman. On the left-hand side under the heading of assets, we
have investments, current assets, deferred assets and unadjusted debits.

Under investments, the principal item is road and equipment property.
That is our investment in railway property, amounting to $2,071,000,000; and
taken with the next two items, improvements on leased property and miscel-
laneous physical property, it ecomes to a total of $2,138,000,000. The first
amount refers to a total of 22,558-31 miles of owned railway property. Of the
total T would say that about three-quarters is fixed property and one-quarter
would be rolling stock. Our rolling stock equipment investment is $572,000,000.
The investment per mile of road is $88,000. Compared with the United States
railways they are about 30 per cent more per mile of road; or perhaps I should
put it the other way, that we are 30 per cent less per mile of road than the
United States railways. The Canadian Pacific figure would be about $86,000,
so the Canadian National and the Canadian Pacific cost per mile is about the
same; and as I said, we run about 30 per cent less than the railways in the
United States.

Improvements on leased railway property: That is the cost of improvements
made in railroads under lease to the Canadian National. One of our principal
leased lines, is the New England Northern, which is leased to the Central
Vermont—125 miles of road.

Miscellaneous physical property, the principal investment there is the
hotel investment of the Canadian National. We have $27,660,000 invested in
the hotels which we operate. We have also $11,600,000 invested in the Hotel
Vancouver, and the rest of that item is our investment in other non-railroad
property.

Capital and other reserve funds: That amounts to $18,698,000. Most of it 1
represents the proceeds of ecuipment trust issues which are on deposit. Issues
have been made and monies have been put on special deposit and are available
for the payment of equipment ordered by the railway. It is available when
needed.

Deferred maintenance fund represents the investment of amounts set
aside during the war years. Originallv we had $39.000.000 which has been
reduced in the last four vears by $22.000,000, and $17,000.000 is what remains.

Investments in affiliated companies: Thev are detailed on page 22. The
principal companies are the Toronto Terminal Railway Company and the |
Northern Alberta Railwavs Companv, both of which companies we own jointly
with the Canadian Pacific. Then there is £26,500.000. which renresents onr
investment in Trans Canada Air Lines. The other investments are small,
representine investments in comnanies which we do not control.

Now, then there is a groun of accounts under the headine. “Current assets™:
The items under this group sneak for themselves. The first item cash. we have
£19.900.000 cash on hand in the banks. Temnorarv cash investments. $5.499.000.
The princinal item there. is the investment of the reserve for amortization
of war proiects. Special denosits—$4.800.000—that is money set aside for the
pavment of interest. Accounts receivable from agents and condnetors—
$16.604,000—those are balances in the hands of our agents as at the end of the

ear.
4 Miscellaneous accounts receivable, $11.581.000; that represents amounts
receivable from various corporations and individuals including the government.

Material and supnplies. $74.024.000: That represents our working capital
represented by material: rails, ties, fuel, and general stores. &

Interest and dividends receivable, $214.000; that is interest and dividends
which have been accrued as of the date of the balance sheet but not received.

Accrued accounts receivable—$4,000,000: Those are accounts which have
not reached a final stage of audit, but for which we have made provision on an
estimated basis.
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We now come to the next section, “Deferred dssets”: They amount to
$61,401,000. The principal item in that group is the insurance fund.

We have also $45,120,000 invested for pension contracts, representing the
capitalized value of pension contracts outstanding in the hands of pensioned
employees at the end of the year. :

There is not very much on the remainder of the page. Discount on funded
debt is the balance of the discount and expense suffered at the time the bonds
were issued, which is to be amortized over the remaining life of the securities.
 On the liability side, we have the item of $584,000,000, which is the funded
debt of the railway outstanding in the hands of the public, the details of which
are shown on page 21.

Mr. Povrior: I cannot understand, Mr. Chairman, why these things are
not prepared in the same way as our estimates. On our estimates we have the
item and the details. For instance, we have the item indicated and then we have
the detailed statement as to what that item is made up of, and then we have
the second item; and that simplifies the work of the minister when he has to
answer questions and enables him to do so properly; and it simplifies the work
of parliament too to have that detail before us. I think you have some of these
things, investments of this company, there in the back; but I think all these
items should be numbered with reference to the total that should come in the
second part. You do it for some of the items, why do you not do it for all of
them? It would be simplified and easier of explanation and you could go to
the book and have the whole thing right there before you. If I ask you for it,
you can tell me. Why don’t you put some mark of it on this statement so that
we can understand what it is? At the present time you are asking us to do
a certain thing and it is not mentioned in your report; I mean by that, we do
not know the page number. We do not take notes. We should be able to get
the information without having to wait for Hansard, or without having to write
it down ourselves; particularly without having to wait for the arrival of the
printed reports some considerable time after. It is not fair.

Mr. Coorer: Well, first, Mr. Pouliot, it would not be of very much use to
have all the information printed in the report. Tt is not customary in railroad
accounting to itemize in too great detail all the balance sheet accounts. We
give the principal ones, and as I understand it the purpose of this committee
is to give members of the committee an opportunity to ask for a more detailed
explanation if they want it. I have been before this committee for many years
when details of the balance sheet have not been asked for: and may I add,
Mr. Pouliot, that some of these items are not matters that we should broadeast.
We would not want, for instance, to give a detailed statement of accounts
receivable; or, take our accounts of materials and supplies, $74,000,000, it is not
customary for a company like ours to state publicly how much it has of this
or that. They see that we have $74,000,000 worth of materials on hand. I have
said that represents rails, ties, fuel and items of that kind; but in doing that
I am very far from giving you a complete analysis of it. If T were to tell you
all the categories of stores on hand I could go on and on and on, until you
became tired of listening to me.

Mr. Pounior: I would never be tired of listening to you because it is a
pleasure to listen to you.

Mr. Coorer: Thank you.
Mr. Pourior: Don’t forget that. I want you to know that you are one of the
officials for whom I have the greatest regard. You know that, don’t you?
Mr. Coorer: Yes, but may I suggest that it is not logical to say you like to
listen to me and then propose a method of saving yourself the trouble of listening.
Mr. Pourior: Don’t call me logical, I would be insulted.
34082—4
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Mr. Coorkr: I would not want to do that. However, I started off by saying
that if I gave you all the items included in the statement it would be so tedious
that you would not be interested in listening to it.

Mr. Pourtor: Oh now, your answer is casuistic. I will tell you, Mr. Cooper,
what I want. I want something that I can understand. For instance, there is
an item of investment, and that refers to page 22. Now, what I want is to have
that page 22 indicated on this balance sheet so I will know where to turn to it.
Do you see what I mean?

Mr. Coorer: Yes. We could do that.

Mr. Pourior: And you could make a distinction between the information
that you can give and the information which you cannot give. Why not include
on page 12 a reference to investments in affiliated companies on page 22. It would
save a lot of trouble if you were to show that. "

Mr. MurcH: If 1 might interject, Mr. Chairman, I think what Mr. Pouliot
is addressing himself to is a concordance on this consolidated balance sheet
showing the page on which a breakdown of the individuals items can be found.
If you had another column there, Mr. Cooper, relating to the page on which the
breakdown is given, I think that is what Mr. Pouliot has in mind when he says
that he would like to have more information available at a glance, that he would
like to know where the related information can be obtained.

Mr. Cooprer: I have here a book which is an office record and it gives a
breakdown of each of these balance sheet items. Now, take just this one aceount.
I imagine there are twenty to thirty different items, and if I were to give all the
details supporting that account, it would take up considerable time and space.
After all, you must remember that this is a $21 billion company we are talking
about.

Mr. Pountor: I know that very well, that is why T make the suggestion.
I consider that the Canadian National Railway is a big company. T am interested
in that company just as you are although I am not in the same capacity. As
members of parliament we represent the country and we are entitled to have some
information. In fact members of parliament have a right to know everything and
if there is something of a private nature, then you should tell us that in private,
and I do not know of any member of parliament that would break the trust you
might have to put in him. A

T am not trying to waste the time of the committee and I will be very short.
I think, however, if you had one, or two, or three, lines in explanation of the
particular item we would have the satisfaction of understanding the report of the
railway. T do not wish to be hard on you and I do not wish to have any inside
information on the Canadian National Railway which might be embarrassing
in some ways but what I want is something which is intelligible. I know, Mr.
Cooper, that you can give us that information intelligently if there is anyone
who can give it. I say that because I mean it.

Mzr. CooreEr: We will consider what has been said.

Mr. Pouriot: If my suggestion has not been carried out in the past perhaps
it is because it has been overlooked, or perhaps some people have not been as
interested as I in the affairs and the progress of the railway and therefore I will
give the benefit of the doubt to you.

Mr. Coorer: Going back to the balance sheet, sir, on the liability side, there
is long-term debt—funded debt unmatured, $584,000,000. That is the total of the
bonds and other obligations of the Canadian National System held in the hands
of the public. The detail is shown on page 21 and it will be seen that
$490,485,398.95 is guaranteed directly by the government of Canada. $1,952 -
107.61 is guaranteed by the province of British Columbia. $59,210,000 is repre-
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sented by equipment trust issues. $32,585,151.46 represents miscellaneous
obligations of the predecessor corporations—Grand Trunk, Canadian Northern,
and Grand Trunk Pacific. ;

It may be of interest to the committee to know that the average of interest
on the $584,000,000 is 4-03 per cent.

The next item is the amount which the railway owes to the government
of Canada, $760,494,825.11 and the details of that are set out on page 20.
Loans for repatriation of U.K. securities amount to $391,439,302.58; loans for
debt redemption amount to $278,925,788.39; loans for new rolling stock amount
to $38,228,164.56; loans for investment in T.C.A. $19,043,022.71; loans for
capital expenditures and working capital $16,086,566.33; Canadian government

railways—working capital at consolidation 1923—$16,771,980.54. The average

rate of interest on the amounts shown is 2-90 per cent.

Mr. Pourior: What are the securities you have mentioned there?

Mr. Cooper: They were securities repatriated during the war when the
United Kingdom as a means of financing its purchases in Canada of munitions
and food took over from United Kingdom residents their dollar securities.
Holders were forced to sell their securities to the Bank of England; the Bank
of England sold to the Bank of Canada; the Bank of Canada sold to the
government of Canada, and the Canadian government sold to the Canadian
National Railways.

Mr. Pourntor: It was a guarantee for the $700,000,000 loan?

Mr. Cooper: No, sir. The United Kingdom paid cash by the surrendering
of that amount of securities. You will remember that in the beginning I think
the first thing was that Canada received gold from the United Kingdom. The
second stage was that Canada took dollar securities and the third stage was
the $700,000,000 loan. There was then the fourth stage where there was a gift
by Canada to the United Kingdom.

Mr. Pourior: Yes, it came in various stages.

Mr. Cooprer: There were four stages and this was the second stage.

Mr. Pouvnior: Mr. Cooper, what are the securities which you have noted
there? What railways are concerned?

Mr. Cooper: There is a big list, Mr. Pouliot.

Mr. Pouvnior: Would you please give us a broad idea of what they are,
without taking too much time? What was the value?

.Mr. Cooprer: The par value is $410,903,000. We paid $391,439,000 and
there was a capital gain of about $19,000,000. I will give you the principal
items. There was $19,308,000 of 5 per cent Grand Trunk perpetual debenture
stock; $12,403,000 Great Western 5 per cent debenture stock; $113,886,000
Grand Trunk 4 per cent perpetual debenture stock; $60,833,000 Grand Trunk
perpetual guaranteed stock; $40,950,000 Canadian Northern 4 per cent debenture
stock. All in all there were nearly forty different issues of securities which
were repatriated.

Mr. Pourior: Did you repatriate all Canadian National Railways securities?

Mr. Coorer: No, we could only repatriate those owned by residents of the
United Kingdom. We did not make the vesting order. It was the British
government which compelled its citizens to surrender their dollar securities.

Mr. Pounior: Yes, I know.

Mr. Cooprer: Some of those issues are held in Canada. Some of them are
held in Ireland and on the continent of Europe where the vesting order of the
United Kingdom would not have effect and such securities remain outstanding.
We are attempting to buy them as and when we get the opportunity. We did
buy some in 1948.

34082—41
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Mr. Pourior: The procedure followed in the first step was the taking over
of the securities by the British government.

Mr. Cooper: Yes, sir.

Mr. Pourtor: You did not deal with private individuals?

Mr. Cooprer: No.

Mr. Pourtor: You dealt with the government?

Mr. Coorer: We dealt with the Canadian government.

Mr. Pourtor: Then there was another deal between the dominion govern-
ment and the British government?

Mr. Coorer: In Great Britain holders sold their securities to the Bank
of England.

Mr. Pourior: Yes. ‘

Mr. Cooper: The Bank of England sold to the Bank of Canada or to the
dominion government.

Mr. PourioT: Yes.

Mr. Coorer: Then the dominion government sold the securities to the
Canadian National Railway.

Mr. Pourtor: It was mot planned between the governments; it was done
between government banks.

Mr. Cooper: I think that is correct.

Mr. Pourior: Yes, and as you know, the Bank of England is government
controlled?

- Mr. Coorer: In the same way the British government also vested U.S.
dollar securities. They sent those securities to New York in payment of
munitions and food which they were purchasing in the United States.

Mr. Pourior: Besides the amount set out here?

Mr. Cooper: Yes, but of course we have nothing to do with that.

Mr. Pourior: Yes.

Mr. Cooper: There were also other Canadian government securities which
were held by U.K. citizens and dealt with in the same way, but we are only
concerned with Canadian National Railway securities which were vested.

Mr. Pouvrior: Those securities were given in guarantee of the Canadian
government loan? X

Mr. Coorer: The government actually holds the securities as collateral
for their loan to the Canadian National Railway and, incidentally, the govern-
ment is charging 3% per cent on the amount involved. The government loaned
us $391,000,000 to buy the securities and it is charging us 3% per cent on that
amount.

Mr. Pourior: Did you get the amount from the Bank of Canada?

Mr. Cooper: No, sir; from the dominion government.

Mr. PouLior: From the dominion government itself?

Mr. CooPEr: Yes, sir.

Mr. Pouvrior: Who made the choice of the securities?

Mr. Cooprer: The British Government.

Mr. Pourior: How was it done, Mr, Cooper?

Mr. Cooper: They issued what they called a vesting order under a wartime
authority.

Mr. Pourtor: I know, that was in England.
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Mr. Cooper: If it had been in Canada and you held the securities the effect
would have been this. An order would have been issued saying the securities
you held—perhaps Grand Trunk 4 per cent debenture stock—would be vested
in the dominion government as of a given date and the purchase price would
be the market quotation on that particular day.

Mr. Pourior: I know but the take-over by the British government was
naturally done by the British government itself?

Mr. Coorer: Yes.

Mr. Pourior: They made the choice?

Mr. Cooprer: That is right.

Mr. Pountor: Were you bound to buy all the securities taken over by the
British government, or could you make a selection?

Mr. Cooper: First of all the deal between Canada and the United Kingdom
was a matter between the government of Canada and the government of the
United Kingdom. We only came into the picture when the Canadian govern-
ment controlled the securities.

Mr. Pourior: As a third party?

Mr. Coorer: We were a third party.

Mr. Pourior: The matter was arranged between the Canadian Minister
of Finance at the time and the British Chancellor of the Exchequer?

Mr. Coorer: Yes. We think it was a very good arrangement for us but
I do not think there was any choice. The British government had to have
munitions and had to have food; one of the conditions was that they were
to pay for it and this was the way they paid.

Mr. Pourtor: I want to understand this clearly. The securities were taken
over by the British government?

Mr. Cooper: Yes.

Mr. Pourior: Through the Bank of England, and the vesting order applied
to Canadian securities held by anyone resident in the United Kingdom?

Mr. Cooprer: That is right.

Mr. Pourior: In the British Isles?

Mr. Cooprer: Yes.

Mr. Pourior: The decision of the British government could not affect
securities situated on this side of the Atlantie?

Mr. Cooper: That is correct.

Mr. Pourtor:. It was decided to come to the assistance of the United
Kingdom by purchasing these securities and you came into the picture to
complete the deal?

Mr. Coorer: Yes, to finish it off.

Mr. Pourior: To finish it?

Mr. Coorer: That is right.

Mr. Pourior: And this does not include any securities held by Englishmen
in Canada? The securities, however, could have been held by an American
or by anyone in the United Kingdom?

Mr. Cooper: I think that it only applied to a UK. resident. The vesting
order applied irrespective of the place where the securities themselves were
in custody.
~ Mr. Pounior: T am not referring to the place where the individual was but
it was a matter of where the securities were? If the securities were in the
United Kingdom they were taken over by the British government?
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Mr. Coorer: No, sir, I think the vesting order applied on the basis of
the domicile of the owner of the securities.

Mr. Pourior: Wherever he was?

Mr. Coorer: If the owner was domiciled in the United Kingdom—even
though he may have been in Canada—he was subject to the vesting order.

Mr. Pourior: That purchase was of great assistance to the United Kingdom
in buying munitions and food?

Mr. Coorer: Yes, and it was of equal assistance to Canada in selling
those munitions.

Mr. Pourior: What was the gain to the railways?

Mr. Cooper: The capital gain?

Mr. Pourior: Yes.

‘

w

Mr. Coorer: We purchased $410,000,000 par value for 5391,000,000 cash

or in other words there was a $19,000,000 capital gain.

Mr. Pourior: Yes, I think that is what you said before. This particular
broker’s transaction involved a profit of $19,000,000.

Mr. Coorer: The railway got the profit and brokers did not come into the
picture.

Mr. Pourior: No, no. I mean the railways have made a broker transaction
themselves by getting that profit on the securities.

Mr, Coorer: If you put it that way, yes.
Mr. Pourtor: Yes, I think we understand each other very well and I follow
you very closely.

Mr, Cooper: Continuing with the balance sheet under the heading of current
liabilities, I do not believe there is any particular item which requires explanation.
We owed the government of Canada $6,000,000, the balance due on deficit
account. We actually drew down more than the deficit because we expected at one
time in the year that the deficit would be more than $33,000,000 and we drew
down from the government $39,000,000 which was $6,000,000 in excess of the
final deficit and we had to pay that back. There is also the item of $20,612,000
representing interest in favour of the government, which had not been paid
at the end of the year, but it has been paid since.

Under the heading deferred liabilities we have our pension contract reserve
of $45,120,000 and other deferred liabilities of $5,600,000.

Reserves and unadjusted credits include the insurance reserve $13,486,000
and as I said this morning $12,000,000 of that is what might be called a free
reserve and the $1,486,000 is an amount in reserve representing losses sustained
but for which the actual payment had not been made at the end of the year.

Accrued depreciation—Canadian lines—equipment only—$112,858,155.19.
That has been built up since 1940 when we started depreciation accounting on
rolling stock. It represents approximately 22 per cent of the ledger value of
our equipment in Canada.

Accrued depreciation—U.S. lines—road and equipment—$26,046,765.25.

Accrued amortization of defence projects, $3,446,531.03.

Deferred maintenance reserve $17,000,000, I referred to that previously.

Then we have government of Canada—shareholder’s equity, $774.242.648.80.
That represents the capital invested by the government of Canada in the
Canadian National Railway which is on an equity basis as distinguished from
borrowed capital which we referred to a few minutes ago and which amounted

to $760,494,825. _ i
1 do not know of anything else on the balance sheet which I should mention.

Mr. Murch: Straight eapital investment?
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Mr. CoopEr: Yes. Actually, the government has $760,000,000 represented
by interest bearing debt, and $774,000,000 which is equity capital.

Mr. Furton: I have a few questions. You made a comment, Mr. Cooper,
under current liabilities, government of Canada, interest payable. At the end
of the year that amount has since been paid. Would you tell me how that
would work? Would that increase your deficit by that amount, because I see
on the balance sheet where that $20,000,000 could have been drawn from.

Mr. Coorer: Would you mind referring back to page 4, where you will see
the makeup of the $33,000,000. We had net income for the payment of interest
$11,297,000; interest on funded debt due to public, $23,202,000; interest on
government loans, $21,627,000. In other words, of the $33,000,000, $21,600,000
is interest due to the government.

Mr. Fuuron: You stated that you were discussing this item on page 13, and
you stated that this amount shown there has since been paid.

Mr. Coorer: Paid since the end of the year.

Mr. FurroNn: My question is: from what source was it paid?

Mr. Coorer: That is a rather involved question and I do not want to make
the answer too complicated.

Mr. Furron: You had a deficit showing at that time of $33,000,000.

Mr. Coorer: Yes.

Mr. Fururon: Where did you suddenly find the extra money?

Mr. Cooper: You are involving on the one hand an accounting matter and
on the other hand one relating to its ecash payment. We are speaking of accounts.
I am saying that we had a deficit of $33,000,000, and that included $21,000,000
of interest due to the government. Of course, we have to pay our interest.

Mr. Furron: The $20,000,000 shown on page 13 is included in the $21,000,000
shown on page 4?

Mr. Cooper: That is so. A portion of $21,000,000 had been paid, and the
balance remained unpaid at the end of the year, but it too has since been paid.

Mr. Pourior: Do you remember a gentleman in Vancouver who proposed to

get rid of the debt and the interest which appears on the books each year? Do
you remember that man in Vancouver who had a proposal of some kind to remedy
the situation?
: I have a question to ask you, and I shall ask it of you in a broad way. I
know that you cannot give the figures to the last cent. But would you tell me the
total amount that has been advanced by the Canadian government to the
Canadian National Railways, in a broad way?

Mr. Coorer: Yes. $1,534,000,000, of which approximately one half carries
interest and one half is equity capital.

Mr. Povrior: Equity capital. Now, what amount of interest, broadly speak-
ing, has been paid since 1923, approximately?

Mr. VaveaaN: You mean: interest paid to the government.
Mr. Pourtor: Paid or charged in the report?
Mr, VavgHAN: Yes.

Mr. Cooper: I think I should ask for notice of that question and I will give
you an answer tomorrow. :

__ Mr. Pourior: Now I come to the point, Mr. Cooper, and my next question
will be as follows: of the billion and a half dollars that has been loaned by the
government, how much, approximately, was for arrears of interest?

Mr. Coorer: None.
Mr. Pourior: The billion and a half dollars was made up of new advances?
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Mr. Coorer: The billion and a half dollars all represent capital invested by
the Dominion of Canada in its national railway system.

Mr. Pourior: In the purchase of railways?

Mr. Coorer: Or for the reduction of capital debts held by the public.

Mr. Pourtor: And you had a deficit of so much, of $33,500,000?

Mr. Cooper: Yes.

Mr. Pourlor: Well, the interest on the funded debt is $23,200,000?

Mr. CoorEr: Yes. :

Mr. Pourior: And without that interest, the deficit would only be $10,300,000.

Mr. Cooper: Yes.

Mr. Pourior: Therefore, two-thirds of the deficit represents the interest.

Mr. Cooprer: Due to the government?

Mr. Pourior: Yes, approximately.

Mr. Coorer: In the year 1948, yes.

Mr. Pourtor: And it would be paid from the advance made by the govern-
ment to the railways?

Mr. Cooper: That is the only way we can pay it. What happens is: We have
a deficit of $33,000,000.. .

Mr. Pourior: Yes.

Mr. CoopPEr:....That money is appropriated by parliament to meet the
deficit of the Canadian National Railways, and when we receive the money,
we pay the government the $21,000,000 of interest due to them?

Mr. Pourior: Yes. I do not favour the practice, but -this is the actual
practice for this year.

Mr. Coorer: Yes, sir.

Mr. Pourior: And it was the practice for the year before?

Mr. Cooper: It has been the practice since 1932.

Mr. Pounior: Now, when I asked you what part of the billion and a half
dollars represented arrears of interest, this is what I meant, and you said,
“None.” But there was a lot of money for interest in the billion and a half
dollars?

Mr. Cooprer: No, sir. None.

Mr. Pourior: Well, if in this amount of $33,000,000, there is $21,000,000
for interest, and if it has been the same thing each year?

Mr. Cooprer: Let me explain it to you this way, Mr. Pouliot. Any money
which was required for capital for the Canadian National Railways was lent
by the government to the Canadian National at interest. That amounts to
$760,000,000. Any money for deficits is voted as a contribution by parliament;
it is not considered to be a loan. It is a contribution. It is an indemnity. Tt
discharges the deficit for the year. It is not capitalized.

Mr. Pourior: That is some accounting technique!

Mr. Cooprer: No, sir.

Mr. Pourior: No, no. I do not say that in any wrong sense, mark you.
But I just wanted to understand what happened. Now, I shall ask my question
this way: could you please tell me what amount has been voted since 1923
inclusive for arrears of interest.

Mr. Cooprer: Since 1923?

Mr. Pourior: You may give it to me in a broad way or in a broad manner.

Mr. Coorer: You know, this is a rather complicated affair.
Mr. Pourior: I know, and that is why I asked you.

-
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Mr. Cooper: I still think I had better take a little time rather than answer
your question on the spur of the moment.

Mr. Pourior: Let us start with this year. The way I would like to have
it is this: this year’s deficit is $33,500, 000 interest $21, 000,000; and the year
“before, showing so much and so much. Then one could get a plcture of it.

Mr. Murca: Am I right in this: that of the accumulated sum of all the
annual deficits which have been voted by parliament no part of that money
appears in the billion and a half dollars capital investment.

Mr. Coorer: That is quite correct.

Mr. Nicuorson: How about prior to 19327

Mr. Cooprer: That was all cancelled by the Capital Revision Aect, and it
was taken off the account at that time.

The CuargMaN: You have some cquestions, Mr. Fulton?

Mr. Furron: Yes. With regard to the balance sheet you show a figure
for deferred maintenance of $17,000,000; and you stated that it stood at a
considerably larger figure after the war, and you stated that from time to time
amounts had been taken into revenue in each year. 1 was going to ask you
where, in your operating statement, did you show any amount taken into that
fund, because I could not find it.

Mr. Coorer: In 1948 we took in $8,000,000. On page 15, under the heading
of maintenance of way and structures, a little more than halfway down, you will
see the item of $4,500,000 in italics, which represents credit to maintenance of
way from the deferred maintenance fund.

Mr. Fvrton: Yes.

Mr. Cooper: And if you will please turn over to page 16, under the heading
of maintenance of equipment, you will see the last item therein, $3,500,000.
Those two figures make up your $8,000,000.

Mr. Furron: I see. You show it as a credit under expenditures rather
than a credit under revenue, or else an income under the heading of revenue.

Mr. Cooper: It is a credit to expenditures; it is not revenue in the sense
that it was money earned for the transportation of freight or passengers. All we
did, of course, in the war years was to set aside an amount to represent the
maintenance which had been deferred, and as we have been making good that
deferred maintenance we have been releasing the amount from the reserve back
to the credit of operating expenses.

Mr. Furton: So, you do not actually take it into revenue?

Mr. Coorer: Not into revenue in the sense you use the word. It is a credit
to expenses.

Mr. Furron: My next question concerns the net balance receivable from
agents and conductors. I am referring to page 12. That would be with respect
to traffic in the year 1948.

Mr. Cooprer: Outstanding at the end of the year. Those are the balances
due by agents and conductors, yes.

Mr. Furrox: Can one offset that money against the deficit in any way?
Could you say that, in fact, your deficit has not been as great?

Mr. Cooper: No, sir.

Mr. Fuuron: Why not? If you are still owed this $16,000,000 for services
which you have rendered during the past year, how is it that you cannot reduce
your deficit in fact?

Mr. Coorer: Again, you are mixing up accounting with the cash transaction.

Let us say that we have a bill against a shipper for $1,000, for the transportation
of freight and that the service has been performed. So we charge the agent
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with $1,000 and credit that amount to our freight revenue aceount. 1If that were
the position at the end of the year, and if the agent had not remitted the $1,000,
it would remain charged to him in the balance sheet. But the revenue account
has been credited with the amount it was entitled to.

Mr. Furron: Wait a moment, please. — interruption.

Mr. Cooper: Let us say that we have a shipment on which freight charges
amount to $1,000, and the service has been performed. The freight reaches its
destination. Now, the agent has the bill, we will say, against the A.B.C. company
for $1,000. So he sends out a debit advice. Let us assume that at the end of
the year, December 31, that amount has not been paid.

Mr. Furton: All right.

Mr. Coorer: Now, in our accounting, we set up an item debiting the agent
for $1,000 and crediting the freight revenue for $1,000. That is the way it
stands at the end of the year. You see what T mean?

Mr. Furton: I see. ;

Mr. Coorer: When the $1,000 is paid, it just goes to the credit of the agent.
It has no effect on the revenue account.
Mr. Furron: Then, if T understand you correctly, you would say that this
$16,000,000 is other than an income item, and it has been shown in income for
the year somewhere?
Mr. Coorer: Yes. Let me put it this way: If the entire $16 millions had
been collected by December 31 then our cash would have been increased by
$16 millions and the balance from agents and conductors would be zero. It would
just move up from one asset account to another.

Mr. NicuorsoN: I would like to refer to the item on the liability side of
$584,000,000. That is a large item, and Mr. Cooper mentioned interest in 1943
being a very large amount in the account here. President Vaughan did not wish
to indicate just what proposad he was proposing to make with respect to a
government reduction in the debt item, but had the government accepted the
proposal made three years ago what would be the position of last year’s
operations as far as deficit is concerned?

Mr. Coorer: As far as the $584,000,000 is concerned, it would not have had
any affect at all because the proposals which we made did not deal with the
- debt to the public, it was a matter between the government and the railway in
respect to moneys owned by the railway to the government.

Mr. NicHorLsoN: What would it have meant in your operations?

Mr. Cooper: It would not have meant anything at all, sir. Wait a minute,
you are getting away from the $584,000,000. I think your question, if 1 may
state it for my own clarification, is that had the proposals made three years ago
been adopted and put into effect, to what extent would the $33,000,000 defieit
be reduced?

Mr. NICHOLSON: Yes.

Mr. Cooper: It would be reduced by $13,700,000. If you will turn to
page 20, Mr. Nicholson, you will see there under the heading “Loans from the
Government of Canada” where we owe $391,000,000 for the repatriation of
securities on which the interest in 1948 was $13,700,000.

Mr. Coorer: No, sir.

Mr. NicuoLsoN: Yes; but in connection with these outstanding securities
I notice, over on page 21, that there are some 5 per cent issues made some
seventy-five years ago. Is there not some way that we can get away from
them?

Mr. VaucHAN: We are calling them just as fast as we possibly can.
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Mr. NicaoLson: How long are they perpetual for?

Mr. Cooper: Unless you can negotiate a sale from the owners to the railway,
and in the absence of a vesting order by the Canadian government compelling
the owners to surrender their securities, there is nothing you can do about it.

Mr. Murca: That would be a repudiation.

Mr. Coorer: That would be repudiation.

Mr. NicHoLsoN: These’agreements were made seventy-five years ago, and
apparently they were made to be perpetual for all time to come. 1 do not
think that is sound or fair. It is not good business.

Mr. Cooper: Personally, Mr. Nicholson, I agree with you, it is not a sound
proceeding. I do not think there should be issues of perpetual securities. I
do not see why any generation has the right to impose on all future generations
obligations at an interest rate of 5 per cent.

Hon. Mr. Curvrier: Hear, hear.

Mr. Nicaorsox: Who holds the securities?

Mr. Cooper: I believe they are pretty well scattered; some are held in
Canada, some on the continent of Europe, some in India, some in Ireland.

Mr. NicuoLsoN: Apparently the Government of Great Britain in the
emergency decided a vesting order was legal and constitutional. 1 do not see
any reason why the Canadian government should not decide that this agreement
made seventy-five years ago by our grandparents is being abused.

Mr. Fuuron: Was it before the Securities Commission?

Mr. Coorer: The other side of course, Mr. Nicholson, is that these are
perpetual issues, and whether you like it or not we cannot compel people to sell
them to us. We can go to them and say we will buy them at whatever the

"market value is today; but they say, well we don’t want to sell.

Mzr. NicHoLson: There must be some people willing to sell them, willing
to accept payment at a price.

Mr. Coorer: We are negotiating at the present time and we did in 1948
buy in some of these perpetual securities.

Mr. Fururon: The quoted price on them today is $117, is it not?

Hon. Mr. Cuevrier: What is the total amount of the perpetuals?

Mr. Cooper: They are shown there on page 21.. There are about $12,000,000
of perpetuals outstanding.

Hon. Mr. CurvriER: And what was the amount when the C.N. took over
in 1923?

Mr. Cooper: I will have that figure worked out. It would be over
$300,000,000—under the repatriation proceedings we picked up about $300,-
000,000 of these perpetual debentures.

Mr. Fuuron: In what years?

Mr. Coorer: In three or four years, beginning in 1940.

Mr., Fuuron: When were they issued?

_ Mr. Cooper: They were issued at the beginning as far as the Grand Trunk
is concerned. Back in 1850. That was a method the Grand Trunk used to
finance its construction. The Canadian Pacific has a big issue of 4 per cent
perpetual debenture stock. All the British railways I might say generally have
been financed by the sale of debenture stock. They do not issue securities

secured by mortgage, they finance and build their railways b the issue of
debenture stocks.

Mr. MurcH: And the holders are assured of income forever on them.
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Mr. Coorer: Well, there is the question of what recourse the debenture stock
holders would have in case of default. In the case of the Grand Trunk there
never was any default, so what would happen is somewhat academic.

Mr. Murcu: Well, suppose a company in which you held debentures of
this type went broke, you would lose your capital.

Mr. Cooper: I think in such an event the debenture stockholders would
step in and take possession and the junior securities, the first second and third
preference and common stockholders, would be washed out rather than the
debenture stockholders. The debenture stockholders have a prior charge on
the assets. In the case of the Grand Trunk they were in a very secure position;
so much so that even when they were bankrupt the Dominion of Canada
guaranteed interest on their perpetual debenture stocks. However there has
never been a default on the stock from the date it was issued. ,

Mr. MurcH: And the government holds all the assets against that too.

Mr. Coorer: They control the property, yes.

Mr. Moore: Are these debentures subject to succe:smn duty on the death
of the holder?

Hon. Mr. Cuevrier: They are assets of the estate; yes, they would be.

Mr. Furrox: You have on page 21 a separate breakdown of the funded
debt, and there are two issues guaranteed by the Province of British Columbia.
What is the effect of that? The Province of British Columbia is not still in
a position where it would be liable?

Mr. Cooper: In the legal sense, yes: but for all practical purposes they are
guaranteed by the Dominion.

Mr. Fuuron: When they took over the system—in 1923, wasn’t it—didn't
the Federal government assume all liabilities?

Mr. Cooper: No, they did not assume it by any legal process. They have
assumed it by just taking over to proteet the system and prevent foreclosure
by those particular holders of the property. It would seem almost axiomatic
that the company will have to pay them off.

Mr. Murcu: But the Province of British Columbia is still legally liable.

Mr. Cooper: I would not like to go into the legal aspects of the matter.
There is never any legal release to the Province of British Columbia with respect
to these securities. They guaranteed them and that guarantee is outstanding,
but there is no question that the railway will redeem the securities—I think
next year, 1950.

Mr. McLure: Mr. Cooper, there is one item on page 13, taxes accrued,
$3,987,000. Can you state approxlmatel\ the total amount of taxes paid by
the Canadian National Railw ays?

Mr. Coorer: Railway taxes in 1948 amounted to $10 318,000; and further
on, you find under the heading “Miscellaneous taxes”, $126,000. In answer
to vour question, the taxes paid in 1948 were about $11, 150 000 including hotels
and other properties.

Mr. McLugre: That would include taxes which are paid on purchases?

Mr. Coorer: No, that does not include sales tax.

Mr. MurcH: It does not include any interest taxes.

Mr. McLure: That does not include any taxes except—

Mr. CooPER: Any taxes which relate to the cost of materials are charged
up as part of she cost of material.

Mr. VaveHAN: Sales tax and duty would amount to some $15,000000
additional.
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Mr. NicHoLsoN: There is an item there on page 13, insurance reserve. This
morning Mr. Cooper made some mention about building it up to $12,000,000
only. Was there any reason for quitting at $12,000,000?

Mr. Cooper: No, but over the years our experience was that when the fund
went to $12,000,000 we were able to pay any losses which were sustained.

Mr. NicuorsoN: And if you get over $12,000,000, what happens then?

Mr. Cooper: We usually transfer any surplus over the $12,000,000 into our
income account.

Mr. NicHoLsoN: You mentioned having a big fire last year.

Mr. Coorer: In that case, of course, the fire was a serious one. The losses
for the year were nearly $2,000,000, and the railway had to make it good by a
charge against income account, in exactly the reverse of what was done in the
years in which we had a surplus.

Mr. NicHoLsoN: In how many years have you not had a surplus?

Mr. Coorer: In not more than two or three in the twenty-six years since
1923. Ordinarily we have had a profit in the insurance fund.

Mr. NicuoLson: Would you place the details of it on the record?

Mr. Coorer: It would not be any trouble. We gave it to you last year and
we only have one year to add to it. :

The CuarMAN: Any other questions, gentlemen?

Some Hon. MemBERrs: Carried.

The CHAIRMAN: We are pretty well over the lot here. We have discussed
operating revenues and expenses.

Mr. Furron: No, I would not say that. I was under the impression that
we were discussing the balance sheet.

The Crammax: O0.K.

Mr. Furron: Perhaps some of the officials might have some comment to
make on the operating revenue and expense.

Hon. Mr. Curvrier: We had a discussion on that this morning.

The Cramrmax: We did take up a lot of that. Now, we will take page 14;
capitalization of the C.N.R. Are there any questions on that one?

CAPITALIZATION OF CANADIAN NATIONAL RAILWAYS

Balance at Per cent
3 ] Year 1948 31st Dec., 1948 of Total
Equity Capital:*
Government of Canada—Proprietor’s Equity:—
Capital Stock of Canadian National Railway

COMPANY -\« ooulvenosnesinonnveratnmesas No change $ 18,000,000.00
Capital Stock of The Canadian National Rail-
wayn, Beenarities  Teual o5 ons o tin, s No change 378,518,135.02

Capital Expenditures by Government of
Canada on Canadian Government Rail-
o PR B AR L Rl i S R R, $ 46,747.66 377,724,513.78

8 774,242,648.80 36-5

Borrowed Capital:

Funded Debt Held by the Public.............. $ 1,372,8906.13 $ 584,232,658.02
Loans from the Government of Canada ....... 71,024,476.60 760.494,825.11
7 $1,344,727,483.13 63-5

$2,118,970,131.93 100-0

*Excluding shares of subsidiary companies held by public—$4,567,540.
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MAJOR CONTINGENT LIABILITIES

The Detroit & Toledo Shore Line Railroad Company:

Assumed by Grand Trunk Western Railroad Company as joint and several guarantor by
endorsement of principal and interest of $3,000,000 First Mortgage 40 per cent—50 Year Gold
Bonds due 1953.

The Toledo Terminal Railroad Company: .

Assumed by Grand Trunk Western Railroad Company in respect of $5,800,000 First
Mortgage 43 per cent—50 Year Gold Bonds due 1947. The gauarantee is as to interest only and
is several and not joint. Grand Trunk Western’s proportion is 9-68 per cent.

Chicago & Western Indiana Railroad Company:

Assumed by Grand Trunk Western Railroad Company, pursuant to joint supplemental lease
dated 1st July, 1902, between Grand Trunk Western Railway Company and four other
proprietary companies. Obligation 1s for repayment of principal of bonds at their maturity,
and of interest as it falls due by way of annual rentals. The Grand Trunk Western’s obligation
is for one-fifth of the bonds issued for “common” property and the entire amount of bonds issued
for its “exclusive” property. The bonds are Consolidated Mortgage 50 year 4 per cent bonds
due 1952 and the amounts outstanding at 31st December, 1948, are:—

Tssued for ‘fcommon” PTOPETLY . ..\ i has aihumls viasioncds $39,973,019.39
Issued for “exclusive” DProperty. .. . . o savues 252,535.36

Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease
dated 1st March, 1936, between Grand Trunk Western Railroad Company and other proprietary
companies. Obligation is to pay as rental sinking fund payments sufficient to retire bonds at
maturity and interest as it falls due. The Grand Trunk Western’s proportion is one-fifth in
the absence of default of any of four other tenant companies. The bonds are First and
Refunding Mortgage 4} per cent Series “D” Sinking Fund Bonds due 1962 and the amount
outstanding at 31st December, 1948, is $15,543.000. ;
C.N.R. Pension Plan:

Reserves have been set up against contracts in force under the 1935 contractual plan, but
not against pensions conditionally accruing under that plan or prior to non-contractual plans.

The CuamrmAN: Now, operating revenues and expenses. Mr. Fulton was
not here at the time when we were discussing that.

OPERATING REVENUES

1948 | 1947

130 0 S e Sl W A R e S U A TR $388,186,787.20 $338,440,473.29
Payments under Maritime Freight Rates

VLT o A ORISR S o S e A A i 5,357.571.80 4,141,529.39
P aBesn gl Lk O LT R 41,562,141.00 43,017,689.66
Bageags =it e NEtrats S i e RS 159.572.60 159.926.67
Sleeping Bars i al s 40 i Al s s e 3.161.913.80 3.176.570.61
Parlor “and Chiny i Gar s s e n L iie s 300.855.99 303,941.31
0.1 71 Y U 0 TR SR G I W SR By 4,761,629.31 4,583.160.69
Railway ExXpress Ageney ic... . dsseiidsicess 497.817.12 460,112.11
{11 G o N SRR s RGO gdie L O Ao S 22,912,944.07 20,791,671.70
Other i Passenger-brain n., b Csliuiinis Juds s s 16,491.15 19,479.13
VB R A R R I T R SN H sy 1 542,277.69 478,090.37
Bawibahammg 200 T e B e e e e Tl 4,610,766.22 4,061,705.77
Waber ‘Transfers i f i iR st s 323,704.73 327,782.36
Ditingand. Badbeb:.s il s s 1 =i Vit 2,920,394.01 2,488.583.51
Restaurants voll &y iUy ansttha i i Cetinots 304,142.58 304,198.06
Station, Train, and Boat Privileges ........ 403,824.97 376,722.87
Paresl BRoOMm i oo aisiaon vy A S G LS 88,340.61 94,459 .66
Storage—Freight i S il cf Failsatagisl 2 oite 210,556.78 174,740.50
Storage—Baggage 7 .. . il vads sdsas vows 57,046.52 61,251.47
13 10 T T RNAR RO 0, e Ely S - Ot S S o 5 2,122,556.16 2,578,673.72
Telegraph Commission (U.S.) .............. 11,748.57 15.500.90
Telegraph—Commerecial ....c.ovevieiinanns 7.873.598.00 7.685,919.00
Grain e VRLOr .. Gt S e e N sk 268,408.88 2903,964.15
Rents of Buildings and Other Property .... 889,423.43 784,272.74
MASEETIBDEOBE ik i f5s ot 4058 ol e e orgsa vgtn s i SN 2.986.310.49 2.662,906.54
Joint Facility—Cradit . sl e sl s 852.159.45 813.608.63
Joint Facility—Debit. ......c0 060 ovwiasins 113,033.13 98.954.18

$491,269.,950.00 $438,197,980.00
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OPERATING EXPENSES

MAINTENANCE OF WAY AND STRUCTURES

Superintendence ...... AL S e el
Roadway Maintenance ....:..v.eeeeesssss
Tunnels and Subways .......... R e R
Bridges, Trestles, and Culverts ..... SRy
T RS Al R U i B s B
R I o N o e e R i T
Other P rack  MEBETIRL o & s anoss o
R P AN T R e e e R P i SR
Track Laying and wSurfamng ..............
Fences, Snowsheds, and Signs ............
Station and Office Buildings .............
Boadway ' Busldings ' isi. el il SO dled s
A e e R RNy T RS RN
TR S T e s P U S Firshi L
Shops and Enginehouses .....c.co..ooouan.
hain M levators 0 ok s e S
Btovape  Warehouses 5.4 0kl il i
Wharves and Docks .l ol Sheiiie Jlie v v
Telegraph and Telephone Lines ...........
Signals and Interlockers ..........0.....0
] L YL e TR AR A Y T R PR TRty
Power Transmission Systems ..............
Miscellaneous Structures ..................
Road Property—Depreciation—U.S. Lines ..
Road Property—Retirements ..............
Peferred - Maintenance. 'vva vaty o 56 se i sdaia,
Roadway MAachines ' «. ..ol s dus sins @it seoets
Dismantling Retired Road Property .......
Small”Tools ‘and Bupplies ..o vesiesiasabos
Removing Snow, Ice, and Sand .........
Publi¢c Improvements—Maintenance .......
IR DL POrSONS 55 <" ¢ ke bvns g somiasspis
ERenrance T DLt LA A g ) ch T
Soationeny "and  Printmg L wl A sl
5T S T e s S NS et
Maintaining Joint Tracks, Yards, etc.—Debit
Maintaining Joint Tracks, Yards, ete—Credit
Right of Way Expenses: ...z i iveveiniua.t

MAINTENANCE OF EQUIPMENT

Superintendence ,........cc0i00i0nn B ek
N e T E U TI o e S R S S Tk ST
Power Plant Machinery ' ....oececieseeass
Machinery—Retirements ............. s
Machinery—Depreciation—U.S, Lines.......
Dismantling Retired Machinery ..........
Steam Locomotives—Repairs .............
Other Locomotives—Repairs .............
Freight-train Cars—Repairs .........c....
Passenger-train ICars—Repairs ...........
Floating Equipment—Repairs ............
Work Equipment—Repairs ...............
Express Equipment—Repairs .............
Miscellaneous Equipment—Repairs ........
Miscellaneous Equipment—Retirements ....
Dismantling Retired Equipment ..........
Fquipment—Depreciation .................
Express Equipment—Depreciation ........
SR INTIOR LEOT  PRISONE . 5 & o o n E e TileRiass o o tora
o T R S S SR S Y
Stationery and Printing .....ccmeenoeanons
[ 7 A LT R R B s R S
Joint Maintenance of Equipment—Debit. ...
Joint Maintenance of Equipment—Credit ..
Deferred Maintenance—Equipment .......

1948 1947
$ 5,621,897.57 $ 4,840,954.29
12,066,612.22 8,940,967 .02
207,635.97 62,197.42
4,465,485 .45 3,330,862.76
8,631,035.22 7,704,258.03
4,493,032.15 3.988,418.63
4,060.938.03 3,155,437.37
1,787,676.90 1,683,977.42
23,363,478.97 19,247,121.00
1,048,136.14 843,287.73
3,859,388.75 3,153,164.50
470,740.51 353,104 .40
744,198.63 633,854 .04
461.136.57 351,992.46
2,829,845.57 2,340,796 .59
52.941.40 31,741.24
1,792.17 134.48
201,851.09 168,346.15
3,776,348 58 2,755,249.10
1,648.140.58 1,395,017.96
45,725.36 45,418.97
285,227.16 225,189.93
2,257.36 3,902.60
909,774.33 885.430.05
1,945,537 .23 1,316,112.90
D S s i
984,469.70 767.998.96
214,000.35 209.359.84
1,359,315.58 1.097.950.76
4,318,701.71 5,211,918.39
679,397.93 491.985.65
818,435.52 625,460.07
23,120.96 26,256.18
94,335.23 94,426.33
22.610.52 20,394.90
1,156,645.34 1,046,479.08
2.220.868.26 1,876,138.16
81,267 .96 77,955.30
$ 86,012.266.45 $ 75,250,084 .34
$  2.239,574.04 $  1.934,402.08
3,387,955.09 2.741,996.35
193,460.11 188,884 .32
173,958 .58 299,112.85
67,991.02 67,505.36
5,980.53 7.985.36
31.323,572.68 26,367.192.23
837.507.58 472,660.21
28.101,636.98 21,939,842.15
12,144,155.76 12,009,531 .49
574.555.68 502,682.89
3.003.013.45 2.688,872.93
284,743.72 242,555.717
276.522.26 239,453.96
10,757.06 10,189.79
182,848.76 139,136.38
17.834,782.56 16.920,929.13
213,008.08 180,881.07
669,893 .87 629,673.92
57,695.60 43,679.41
83,701.77 78,214.76
45,790.33 12,362.68
373,225.13 344,209.78
246,890 .40 221,706 .80
3,500,000.00 8,000,000.00
$ 98,339,520 24 $ 79,770.248.07
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OPERATING EXPENSES (Continued)

TRAFFIC 1948 1947

; Superintendence . . . ak o R tbhts e 8 bt ima et s $ 2,880,248.41 $ 2,563,871.38
Oitasde 1 Agencies ' 4 i b TR s i S % 3,656,439.60 3,301,452.06
IAAVOTTISING | 10 sl g v oal L SR 1,036,505.48 914,598.05
Prafiic - Associations L adaaient 00 0 ro am 165,266 .26 138,281.18
Stationery  and., Prinsingisast oo (st 473,337.00 370,485.21
Industrial BuRean . PGl eS S v b iy 191,931.27 162,650.38
Colonization, Agriculture and Development 311,853.85 256,776.93

$ 8,724,581.87 $ 7.708,115.19

TRANSPORTATION ; 0
SUPErintendence & Lisn s oo sisian iz = oo s aiss misets $ 5,077,054.05 $ 4,396,299.30
Pispatching | Traing oSS el e T g iy 2,834,937.77 2,403,190.11
Station  Employees) i in. setials oo s e srsrs 383,573,634.73 29,520,061.13
Weighing, Inspection, and Demurrage :

Bureans. | 5 s it S L S A e Tel 139,264.79 114,217.49
Coal and Ore Wharyes iicsin il Soua Jim e 41,646.74 53,132.90
Station Supplies and Expenses ............ 2:534,221.28 2,161,786.44
Yardmasters and Yard Clerks ............ 6.,462,681.85 5,704,768.21
Yard Conductors and Brakemen .......... 12,302,395.06 10,405,411.00
Yard Switch and Signal Tenders ......... 1,122,602 .22 964,415.81
Yard | Enginemen | it s st sthiarsrs sis ooaials 6.993,817.34 6,373,538.52
NVard ! MotOrmEN < i iam s kit vy suissis frnayehie 1,644,540.79 1,016,493.58
Yard  Switching Buel s i S da s «ampe 9,178.594 .88 8,195,195.03
Yard Switching Power Produced 17,388.25 16,212.60
Yard Switching Power Purchased 86,839 .62 95,253.61
Water for Yard Locomotives ............ 230,899.15 218,394.36
Lubricants for Yard Locomotives ......... 135.876.53 104,478.40
Other Supplies for Yard Locomotives ...... 104,025.62 79,783.56
Enginehouse Expenses—Yard ............ 2.903,870.96 2.440,970.60
Yard Supplies and Expenses .............. 240,932.41 225,217 .80
Operating Joint Yards and Terminals—Debit 2.108,807.83 2,222,172.22
Operating Joint Yards and Terminals—COredit 2,372,838 .85 2,208,584 .26
Prain' Bigiemen i il e st s s 20.360,690.42 17,551,318.84
Prain Motormen st s sl 5 S W 532,866.67 178,054.36
g 00l [ 1) e BN & St ECR I N RO C e B B R e 48,072,104.21 40,900,739.83
Tra Power Produced . i & st 5,345.26 4,690.34
Train Power Purchased..........c.vouues.n- 63,965.28 58,038.70
Water for Train Locomotives............... 1.718,311.90 1,488,387.11
Lubricants for Train Locomotives........... 819.824.56 664,488.21
Other Supplies for Train Locomotives....... 456,691.77 382,989.36
Enginehouse Expenses—Train.............. 8,323,909.71 6,850,009.39
D R N e T et WM B oty ol el e 24,077,394.97 < 20,523,147.49
Train Supplies and Expenses.............. 15,421,924 .49 13,083,400.27
Ovperating Sleeping Cars......c....c.euunn 2.539,957.94 2,158,181.92
Signal and Interlocker Operation........... 763,156.42 683,722.20
Crosting Protechions v b s shiin e & v s s 1,150.665.10 984,908 .49
Drawbridge Operation................c.c.... 195,354.20 173,046.27
Telegraph and Telephone Operation........ 564,234.32 480,888.75
Telegraph—Commercial ................... 7,164,451.76 6,251,398 .21
Operating Floating Equipment............. 1,686,572.41 1,319,354.00
I D5 1 o T i R S S s T T MR Ve A S e 15,192.057.34 12,790,800.30
Stationéry and Printing.........c.....0000 1,017,546.68 951,961.01
Other: RXDCNRER 2 e et o oo i ats b s 2,027,471.33 1,900,191.98
Operating Joint Tracks and Facilities—Debit 1,488.885.55 1.228,652.86
Operating Joint Tracks and Facilities—Credit 599,690.13 513,71}.22
Insurance ;i o SRS G SN e S ot 15,951.97 16,504.93
Glearing Wrecks: | L eSOt dmis o0 Sl 724,924 .67 590,922. 61
Damage to Property...sio. fesoe.eesesesas 135.931.02 135,038.97
Damage to Live Stock on Right-of-Way.... 87.897.99 0_89-983-27
Loss and Damage—Freight................ 3,428.830.89 2,790,464.18
Loss and Damage—Baggage................ 3,801.84 o 10,679.58
Injurien: 0" PErSonE: viis oot s pia s o 2,549,627.79 2,209,168.58

$245,351,741.35 $210,440,476.20
MISCELLANEOUS 3
Dining and Buffet Service..........ccvvuu... $ 4.307,000.94 $ 3.753,190.08
B 20T R R ST O KRS 330,830.86 307,144.24
Grain. Blevators. i e ik e s ers o msy v 159,442.72 155,626.58
Other Miscellaneous Operations............ 52,375.74 45.870.22
Operating Joint Miscellaneous Facilities—

J B 123 S PO R 5Lt 361,592.20 E—

$ 5.211,242.46 $ 4,261,831.12
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OPERATING EXPENSES (Concluded)

GENERAL 1948 1947
Salaries and Expenses of General Officers... $ 619,175.40 $ 567,250.20
Salaries and Expenses of Clerks and

T e L Re - e g S ot G 8,415,137.25 7.218,837.70
General Office Supplies and Expenses. . re 417,355.21 369,338.80
EEE 0 D gL e VR oy SRS e S T S 15 534,293.79 - 449,639 .62
Relief Department Expenses............... 42.500.00 27,500.00
5 T R T (o s S R TR SR 10.386,893. 26 10.502,481.04
Btationery and Printing....v...c..ovoddiie, 391,857.33 314,437 .41
Naluation (XPBHEER.L i v Sienjesis Suleie 16,679.51 15,215.00
(0 T 15 5y e R S S SN S e G 202.069.48 175,981.91
General Joint Facilities—Debit............ 92,977.21 63,457.31
General Joint Facilities—Credit............ 18,320.81 13,186.91

$ 21,100,617.63 $ 19,690,952.08

Mr. Furtox: If it is not in order T am not going to raise an issue on it, but
Iw ()uld like to ask a question. Is it in order to ask the officials their estimate of
the increased revenues which will result from a successful hearing of their
freight rate application?

The CuamrMAN: I think that was given this morning.

Mr. MurcH: I think Mr. Fulton’s question broadens the issue somewhat.
He asked what the effect of the 20 per cent would be in addition to the 21 per
cent increase which they already obtained.

Mr. Coorer: If the 20 per cent freight rate increase were granted in full
we estimate on the basis of the 1948 traffic volume our revenues would be
increased by $39,580,000.

Mr. Furron: So I take it that it is over and above the 21 per cent which you
have already been granted?

Mr. Coorer: It is the additional revenue for a full twelve months, The
20 per cent would be enough to cover this year’s deficit; I take it that is your
question.

Hon. Mr. Cuevrier: That is providing the 21 per cent given is not revised
downward.

Mr. Cooper: That is hardly a possibility, sir?

Mr. MurcH: Is there any breakdown with respect to the $39,000,000 by
regional areas to show from where it comes? T think you said that $39,000,000
was what vou expected by way of additional revenue if your application for the
additional 20 per cent was granted. Could you give us any indication where
that $£39,000.000 would be collected from? For instance, would it be the prairie
region largely?

Mr. Cooper: 1 could not answer that for you. I do not know whether our
traffic people could make an estimate on it or not.

Mr. Murcua: We suspect that we would be paying a lot of it. If we could,
we would like to have it.

The CuAlRMAN: Are there any other questions under operating revenue?

Mr. Pourior: Mr. Cooper, I should like to see these items arranged in
chronological order. They are all mixed up and it is very difficult. It is very
confusing, to me at least. Here, take for instance in the middle of the page on
revenue you have a set of figures which relate to an item in the balance sheet,
or it may be to a page further on; and we have to go and look up the other page
in the report—in this case I think it is page 17—to get the opposite figure to that.
Why do you not put the operating revenue and the operating expense in two
columns so that we can see exactly what is revenue and what is expense for each
item? Otherwise we have not a sufficient number of stenographers, typists,

34082—5




66 SESSIONAL COMMITTEE

clerks, and assistants to do that work. I do not ask you to reveal any secretgj’{.
to me but I wish the statement to be in proper order so that anyone who looks
at the report will understand something of it without having to make personal
research. 13
Is there any reason for it being done this way? It is not in alphabetical
order, and I do not know what order it is in. It seems to be just piled up and we
have to work like slaves to make anything out of it.
Mr. Coorer: Let me say this, Mr. Pouliot. It is stated in the orders issued
by the regulatory authorities—in Canada by the Dominion Bureau of Statistics
and in the United States by the Interstate Commerce Commission—that it shall
be done this way. This is standard railroad accounting practice and every
railroad in the United States and every railroad in Canada reports its revenue
and expense as we do. :
Mr. Pourior: That may be true but it is not intelligible. What is done
wrongly by others must not necessarily be repeated by you.
Mr. Cooprer: Do you mind for a moment turning to page 34?7
Mr. Pourior: Yes.

Mr. Coorer: That shows our revenue by commodities. We have agricultural
products, animal produets, mine products, forest products, and the list continues.
I have heard it argued that we should break down this operating expense to
show the cost of hauling cotton, apples, sheep, coal, coke, and this and that
and the other thing. Tt cannot be done.

Mr. Pourior: That is why I ask you for the passenger traffic expense?

Mr. Cooper: That is impossible. You can take an ordinary box-car
containing miscellaneous freight and it might have a dozen classes of freight in
it. You could have a train of eighty cars with coal, oil, this and that and how
can you apportion the cost by the various commodities? You say that we
should just give you the breakdown between freight and passenger traffic but
I cannot see how we can do it. We know what it costs to repair a freight car and
to repair a passenger car but when you come to a locomotive in joint service,
both passenger and freight, how are you going to apportion the cost of the
repairs?

We are told to take the number of pounds of coal consumed by a locomo-
tive, in freight service or in passenger service and to divide the cost of maintaining
the track on the basis of the rélative proportion of coal consumed in the loco-
motive. They say that coal, consumption measures the various factors—weight,
speed—>but after all is said and done it is simply a guess.

Mr. MurcH: It would at least have the virtue of having a more.scientific
basis whereas at the moment, if I may suggest, on this problem of cost of
handling of freight and freight rates we are no nearer a solution because you do
not know at the moment what your costs are for carrying cotton, packaged
cheese, coal, or drums of oil. At the moment the cost is just whatever you can
get. _

Mr. Cooprer: The railroads in the United States have given a terrific amount
of study to the problem and if it were possible to make the allocation the
railways would be compelled to do so.

Mr. Pourior: I do not want to compel you to do anything and I have no
power to compel you except with the consent of the minister and the members
of the committee but I will tell you, Mr. Cooper, that you should not get off
the track. Stay on the track, and what I suggest was that alphabetical order
should be used for operating revenue, and that alphabetical order should be =
used for operating expenses. Surely vou are not telling me that way of &
proceeding would be in contravention of common sense?
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i Mr. CoopEr: Take the item of milk revenue, Mr. Pouliot. We received
| $542,000 revenue from milk. Can you suggest how it is possible to get an
- expense item to set off against that item of revenue?

b Mr. Pourtor: That is not what I am suggesting at all and I do not want
| you to split these things but I want the statement to be put in alphabetical
| order. Baggage would come before freight and sleeping cars would come after
- passengers and mail would come before passengers—a—b—c—d. For operating
- revenue I would have you set it out—a—b—c—etc. The same would be true
| for operating expense. The operating revenue for the restaurants would be in
~one column and the operating expenses would be in another column. Do you
| tell me seriously that the rules of the railways or the practice of statisticians is
. against that?

- Mr. Coorer: I tell you, Mr. Pouliot, that if you were in the United States
| and you did that you would be liable to be sent to jail.

Mr. Povrior: I never thought they ran the railway business that way.

4 Mr. Cooper: The regulatory authority sets down the form in which you shall
| state your accounts and they say if you state them in any different way you
. will be subject to penalties.

Mzr. Pourtor: Subject to penalties?

: Mr. Coorer: They make it an offence to depart from standard railroad
. accounting practice. We are asked, Mr. Pouliot, from time to time, to state our
- accounts on a comparable basis with those of the Canadian Pacific Railway. The
}  Canadian Pacific Railway sets their aceounts out in this form. If we are going
to have a method all of our own it would only be for the purpose of this
committee and you must remember that this report goes to all of the banking
. houses, railroads, insurance houses, and to everyone interested in the affairs of the
Canadian National Railway. They make comparisons and I think we would be
- subject to criticism if we were to have a system all of our own.

Mr. Pouuior: Do you think that you would be subject to very great
| criticism if you put these items down in alphabetical order? Can you say that
- seriously?

Mr. Cooper: Yes, sir, 1 do.

Mr. Pourtor: Well I cannot understand it. I cannot understand the

=

~  Mr. Furron: In your operating expenses, under maintenance of way and
| structures, this year there is a considerable increase—$11,000,000. Does that
© include an item for repairs to right of way after the Fraser Valley floods or is
| that item chargeable separately?
il . »
i Mr. Cooper: No, the proportion of cost of flood damage which was charge-

able to maintenance uf way is included in this account.

Mr. Furron: Is that perhaps a fair picture? If you have a disaster in one
ear and you have to repair rather than maintain is it fair to charge that in
ne year and thus increase your deficit which, as I understand it, is supposed
to be an operating picture?

Mr. Cooper: Our total operating expenses in 1948 with respect to flood
- damage was $2,400,000 which is a sizeable item in the expense account.

Mr. McCurroct: That was explained this morning.

Mr. Coorer: Yes, but T will just explain here.  Our total expenses amount
| to $464,000,000 so you might say that floods damage represented 3 of 1 per cent
~ and such a proportion would not call for any special treatment.

8 Mr. Furron: That is true if you want to eall it part of operating expenses
. but is it true if you break it down to maintenance of way and structures?
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Mr. Coorer: No, it is not all chargeable to maintenance because a portion
of the cost was due to detouring trains and things of that nature which is
chargeable to transportation expense and not maintenance of track.

The CrarrmaN: Is there anything else on page 15 with respeet to operating

expenses?
Mr. Furtox: 1 am not quite satisfied. You have your own insurance fund,

and you had a fire at the station in Montreal, but that is not going to be

reflected as an operating loss?

Mr. Cooper: The insurance fund is a fund with respeect to fire losses. Every
year, as you know, we do have casualty losses. They are perhaps not on as
large a scale as this but there are losses of one kind and another and we
have to take them in our stride.

Mr. Furton: Let me ask whether this is also standard railway accounting
practice?

Mr. Coorer: Yes, sir.

Mr. Furron: And it would not be a fair picture of the railway accounts
if you did it any other way?

Mr. Cooper: Railway people. frown on any attempt to exclude from oper-
ating expenses the accounts for anything which is of an expense account nature.

Mr. Furron: Where do yvou get definition? It seems to me this is not an
expense account definition but I would not put my opinion up against your
great experience. On the face of it T would say that if you had a disaster
such as a flood or a fire it is not normal operating expense?

Mr. CoopeEr: Maintenance expense occurs through two factors, one being
use and the other the effect of the elements. Flood damage is only an intensi-
fication of the effect of the elements. I know that Mr. Vaughan would have
been pleased to have the $2,400,000 eliminated from his operating expense but
I think that we would have been eriticized had we done that.

Mr. Furtox: By whom?

Mr. Coorer: By the people who expect to find in our operating expense a
reflection of the true costs of operation. The Canadian Pacific Railway will
have something the same—not as much as this—but they will charge it to their
expenses.

Mr. Pourior: Your contention is that the expenditure of money in a case
of repairing flood damage should be included in the operating account and not
in the capital account?

Mr. Coorer: Yes, sir, I do. You have no better railway when you are
finished—you have not improved it, vou have not added to its capital value—
vou have simply restored it to its original condition.

Mr. Furroxn: You have this insurance fund reflected in the balance sheet?

Mr. Coorer: Yes.

Mr. Furrox: If you draw on that fund how do you show it?

Mr. Coorer: If we draw on it to the extent that we deplete it below its
normal amount we would have to put the deficiency back by a charge to
operation or to income.

Mr. Furtox: It would be refleeted in your balance sheet under capital
assets or under liabilities?

Mr. Coorer: No. ;

Mr. Furrox: If you reduce the amount of the fund you would not show it?

Mr. Coorer: We would have to put it back into the fund before we closed
the books at the end of the year. We say that we should have a reserve of

$12,000,000. If, at the end of the year, we find that gains and losses have |

]
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- resulted in a balance of $12.300,000, we take the $300,000 out of the fund and
 credit onr income statement. If, on the other hand, the balance at the
- end of the year is $11,700,000, we take $300,000 out of the income account and
-~ put it back into the fund. We maintain the fund at a level of $12,000,000. If
. the fund is successful then the excess is credited to income and if there is a

-* deficit then the deficiency is charged to expenses.

; Mr. Furtox: So you win both ways?

Mr. Cooper: No, we do not. We put $2,000,000 into our insurance fund
| this year by charging the deficit. Our deficit of $33,000,000 includes $2,000,000
| necessary to maintain the insurance fund at a level of $12,000,000.

: Mr. Furron: The reduction of the insurance fund by $2,000,000 arose as a
| result of the Bonaventure fire?

Mr. Cooprer: Yes.
Mr. Pouvrior: And by the B.C. floods?
Mr. Cooper: No, sir.

‘ Mr. Furron: So you are definitely compelled to call the Bonaventure fire
. an operating matter and not a capital matter? Is not the value of the
- Bonaventure Station a capital asset?

. Mr. Coorer: Well yes, but that is another thing. Speaking of the insurance
- fund, the fund suffered a loss in 1948 in the neighbourhood of $2,000,000, the
| principle cause of which was the Bonaventure fire. We had to restore the
fund to its nominal amount of $12,000,000 and to do that we had to charge
~ income. We had to increase our deficit in order to build the fund back to
where it was at the beginning of the year.

Mr. Furton: Supposing that the Chateau Laurier burned down, Mr. Cooper,
- surely you would not charge that against revenue?

i Mr. Cooper: No, not against revenue. We distinguish, Mr. Fulton, between
| revenue and income. If we earry through our policy of always having $12,000,000
- in the insurance fund, and if it is conceivable that the Chateau should burn
- down, or perhaps better say if we had a $1,000,000 loss there, we would have to
- take $1,000,000 out of income and put it back in the insurance fund.

Mr. Murcua: What you are saying is that the deficit of $33,000,000 odd
. would only have béen $31,000,000 odd if you had not had the Bonaventure fire?

Mr. Coorer: That is correct.

Mr. MurcH: In other words it is a revolving fund maintained at $12,000,000?
Mr. Cooper: Yes, sir.

Mr. Murcu: Last year when you did not have any major fires you had

~ some surplus money against which you are drawing—well perhaps not because
1t went into income last year.

Mr. Cooprer: Yes.

Mr. Hazex: Mr. Vaughan, subsection 6 of section 16 of the Canadian
- National-Canadian Pacific Act was amended in 1936. It says that “It shall

§ be the duty of the National Company (that is the Canadian National Railway)
| and the Pacific Company (that is the Canadian Pacific Railway) for and on
~ behalf of themselves respectively, and otherwise as by this Part of this Act
- authorized, and they are hereby required to meet by their proper officers
~ forthwith and from time to time as they may agree, to discuss and to effect
.~ by agreement, if possible, the purposes set forth in this Part of the Act.”

: Now the purposes set forth in this Part of the Act were to effect economies
- and to provide for more remunerative operation by co-operative measures and
| the proper officers referred to according to the Act are the directors or officers of
| the respective companies appointed by the directors. 1 would like to ask
! whether there have been any meetings between the directors of the Canadian
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National Railway and the Canadian Pacific Railway with each other or any',"
meetings between the directors of the Canadian Pacific Railway and the
Canadian National Railway in the year 1948 for those purposes? '

Mr. VaveHAN: No sir, there were not. g

Mr. Hazen: Were there any meetings between the officers of the Canadian
Pacific Railway and the Canadian National Railway?

Mr. Vaueuan: There have been conversations. There are meetings
constantly in respect of such things as running rate agreements, joint use of
facilities and so on. 7

Mr. Hazex: In 1948 about how many meetings between the officers of
the two companies would be held with these purposes in mind? -

Mr. VauegHAN: I could not give you that information. We have a committee
composed of so many officers of the Canadian Pacific Railway and of the
Canadian National Railway. This matter is also one of the terms of reference, |
as I understand it, to the royal commission.

Hon. Mr. Cuevrier: Definitely.

Mr. VaveHAN: This will be thrashed out before the royal commission.

Mr. Hazen: Is there anything in the report you read to us this morning
that shows that there have been any economies effected or more remunerative
operations brought about by reason of meetings between the officers of the two
companies?

Mr. VaveHAN: I do not recollect anything especially, except that there have
been agreements renewed for running rights between the railways which are not
mentioned there. Some of these economies were effected years ago, and, of course,
are carried on. They provided for the abandonment of several hundreds of miles
of railway and for the joint use of certain facilities.

Mr. Hazen: If they had been effected in 1948, I presume they would have
been shown in your report? '

Mr. VaveHAN: Not shown separately because they are continuing economies.

Mr. Hazen: But the act states that they are to be set forth in a summary
way in the report. Ihave not got the act here, but I think that is what it states.

Mr. Hazen: But, in fact, was very much done along those lines in 1948?

Mr. VaugHAN: There were some meetings, and running rights agreements
were renewed with the Canadian Pacific and with the T.H.B.O., and with other
railways.

W}henever a new co-operation arrangement is made it is reported. We did
that, Mr. Hazen, last year. We reported one last year, but there were no new
ones during 1948, therefore, none were reported. But, of course, continuing |
economies from previous years, are still in effect.

The CHAIRMAN: Are there any other questions? Is there anything more on
operating expenses? If there is not, then let us turn to pages 20 and 21. Are there
any questions with respect to pages 20 and 21? We did discuss a lot of things on
page 21. Is there anything on page 20?

Mr. Furron: Yes, purely an accounting question.

Are vou compelled to carry forward your property investments, your bo.ok
figures of the value of the property, at the same figure from year to year? I notice
that you do not charge anything for depreciation, but you do carry in your
depreciation account an accumulated depreciation figure. Are you compelled to
do that?

Mr. Cooper: Well, we could show two figures. We would have to show the
gross expenditures, then show depreciation, and then carry the net into the end
column. Many railways do that. In faet, I rather think it is standard practice -
in the United States. But I believe there is an advantage in showing it as we do.

T
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There is not a great deal to be gained by netting it. It has this defect, in my
opinion, that it conveys, having regard to the resulting figure, the idea that it is
the fully depreciated value of the property whereas it is only the value less the
depreciation figure which has actually been set up.

For example, we have been depreciating our equipment since 1940 and we
have $112,000,000 of depreciation set up.

If we were to show the gross value, that is the cost of $572,000,000 less
$112,000,000 depreciation, and show the difference as the depreciated value of the
equipment, then somebody might draw the inference that that was the fully
written down value of the equipment; but that is not true. It is only the cost less
the particular amount of depreciation we have set up in our accounts since 1940.
And if you asked me what the depreciated value of the equipment was, I would say
that it was a smaller figure than would be shown on the balance sheet.

Mr. Furrox: What figure do you use to work out your rate of return for the
purposes of the freight rate inquiry, let us say?

Mr. Cooper: Unfortunately, the Canadian National Railway figures have not
been taken as a criterion in the freight rate hearings.

Mr. Furron: I understand that. But, nevertheless, you must have your own
ideas; and I understand that, in the preparation of the case before the Board of
Transport Commissioners, there is consultation between the two railways and
there must be some agreement as to what a fair rate of return would be upon your
net investment for the purpose of setting up freight rates. Of course, that is
arguable. But surely one is justified in assuming that there is consultation between
the two railways and that therefore there is a figure which you use.

Mr. Cooper: When you consider the rate of return on the net investment, you
are assuming that the depreciation is all there; that is, that the net investment
is the true depreciated value of the investment.

Mr. Furrox: It would not necessarily be this balanee sheet figure here.
Mr. Cooper: I do not think so.

Mr Gisson: Have you ever had an appraisal made of the Canadian National
properties?

Mr. Coorer: No, sir, we have not. But one of these fine days I think it will
have to be done. It is a matter which would take a lot of time and which would
be quite expensive.

Hon. Mr. Cuevrier: I think that is one of the things which the Royal
Commission have in mind to do. ’ i

Mr. Gisson: I think it would be well worthwhile.

Mr. Fuuron: What figure is taken as the rate of net return for these freight
rate inquiries?
Mr. Cooper: That is a matter for the judgment, of the tribunal.

If you take the United States railroads, you find that the rate of return
varies from year to year. I can tell you what it was in 1948 and in 1947. The
rate of return on class 1 railroads in 1948 was 4-38. In 1947 it was 3-46.

~ Mr. Fuuron: Was that figure fixed by the Interstate Commerce Commission,
or is that just the actual figure.

Mr. Coorer: No, they do not fix the rate of return. They fix the freight
and passenger rates, and this is the return which is produced by those rates.

Mr. Furrton: Oh.

Mr. Cooper: Let me state the definition as follows: “Rate of return is
computed on the property investment in road and equipment, material and
supplies, and cash; and after deducting acerued depreciation accumulated on
the books of the carriers, as at January 1, 1948, and 1947, respectively.”

|
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And you will find that the rate of return varies from year to year. The
carriers contend that it should be in the order of 6 or 7 per cent. But the fact
is that ever since this requirement was written into the Transportation Aect,
the carriers have never received the rate of return which they consider they
should receive.

Mr. Furrox: As to the rate of return, could you give us an average figure
for a period of years.

Mr. Cooper: This is our net income expressed as a pereentage of our total
capitalization. In 1940, it was 1-44. Then, by years, 2-57; 3:84; 5-48; in
1944 it was 3-91. Then 3-49, 1-39, 1-39. I would have to work out the 1948
figure for you.

Mr. Furron: When you spoke of capitalization less depreciation, that is
the reference to the property value of the railway as set up in the books here.

Mr. Coorer: Yes, as set up in the books. When you speak of property
value you have to take a lot of things into account. The Canadian National
Railways is the successor of hundreds of different railways. This railroad
began 100 years ago. There have been hundreds of railways. They built their
lines, operated them for a while, and then they were sold, or amalgamated and
the property account was transferred to the other books, sometimes at the value
of the securities that were outstanding.

Mr. Furron: Have we in Canada any uniform system laid down for deter-
mining the property value for the purposes we are discussing, that is, laid down
for the determination of a net return?

Mr. Cooper: No. Property value is supposed to represent costs. When
you ask me that, I ecan say that since 1923 I can speak of something that I know
about. But if you go back to 1850 or 1860, I simply do not know what they
did in those days.

Mr. Furron: I see that the minister has left the room. I was going to ask
if this was one of the matters to be left to or referred to the royal commission.
I wonder if Mr. Vaughan would know about that.

Mr. VaveHAN: I suppose we have the terms of reference here somewhere.
The royal commission is to deal with the capital structure generally of the
Canadian National Railways.

Mr. Furron: I wanted to know this, because if it is one of the things which
is to be discussed, then it is probably not useful to spend time on it here. But
if not, I was going to ask the railways to let us have their views on it, so that
we would have it on the record somewhere.

Mr. VavgHAN: I think our views will be contained in cur brief to the royal
commission.

The CuAIRMAN: Are there any other questions with respect to page 20?

Mr. Moore: With respect to the first item there, new lines constructed,
I asked this question last year. There has been a lot of development take place
in the mining fields of northen Maniteba. I would like to ask if the Canadian
National has been asked to survey a road from some point on the Hudson’s Bay
Railway into Lynn lake.

Mr. VaveHAN: We have been watching that mining development very very
carefully. Of course, we could not afford to build the line. It would have to
be a matter of negotiation.

The CuarMAN: Is there anything else on page 202 What about page 21?
What about page 22? Are there any quesitons there?
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PROPERTY INVESTMENT ACCOUNT
Expenditures Year 1948
Roan:
B BTen CONRBETICEEM sl oot s o s hota ik s Wt i ohae mgler iag o lura 4 o $ 1,414,549.18
Tines; BCqQUITEd. ov . e i sesoes o aslo o iaalels b saisiey s e e 409,315.
ABARdonad. TTRORS .t s e e e & Gt 5 Gioboia o n woaTs e Aot i 194,721.04%
Railnlant  Fastertimen i 0\ is s it bivh s siainle atenias -arardisu s 819,624 .67
Tie plates and rail anchors ........c..ccovevuuanne e oo e 1,008,147 .73
Ballast (o SIS s s e e PR A i it 651,362 30
‘Widening cuts-and fills, etc. ... ..o oaiiieiiii i, : 398,887.70
Large freight' terminals: ... oo tun.iodincioeiidosainiee 88.036.91
Large passenger terminals ... . .. ieatoiiiasianiae 788,810.96
Nard trackatand BIATHES J ook 55 0 ih e s She tie Gaisis sam ve ¥ o'40s 1,139,102.26
sRoRdw Ay imachies 1 . 2ie Lo 0 LS WL e T etk s s e e 317,330.92
Bridges, trestles and culverts ................ciiiiiin 836,856 .26
T ahe bt e S R LR P e S e e S R 113.883.84
T o (o e SR I (e SRR R 181,288.27
Stations and Station faeTlIbies " i 5 s = vk os vl ioiur s aibi g an 1,049,449.51
Shops, enginehouses and machinery ..................... 2,085,992.51
Automatic signals and interlocking plants .............. 277.793 .55
RoleRTaphE = RailWay o ./c s sior s b saem s oo issha s 300.938.23
Telegraphs—Commercial ........... (ol byt L s s 1,801.666.18
Stores department buildings and equipment ............. 93.628.75
INOTSCATTIET : PLODETEY \5ferl Lo v Tommaiobiel ottt it e oy el ] 2,430,871.70
(ST L e A IR ST T SR RS MO e (e RO A N R 269.430.22
$ 16,282,245.70
EQUIPMENT: [
Eauipment purehaged or built . . os s ha o et ol $ 49,184,949.22 E
Hautpaient rehimements oo s S, i b N S e 8,537,324.52 |
General betterments to equipment ...................... 1,795,099.96 i
Honipment sCOnVersIons: . 5 S LT (5 s s SO Sl 318,462.30
Express and miscellaneous equipment ................... 359,636.19
_ 48,120,823.15
LT N e SN A R Y N S e e 105,978.33
SEPARATELY OPERATED PROPERTIES ......ccuocioeisnannsosasn 480,084 .54
NET ADDITIONS AND BETTERMENTS DURING 1948 ...... $ 64,989,131.72
Ledger Balance 1st January, 1948 ............... $2,073,881,350.02
Net additions and betterments during the
Y o L e e ALt s R St $ 64,989,131.72
Canadian Government Railways:
Construction of aqueduct at Fairview, N.S. 46,747 .66 65,035,879 .38
Ledger Balance at 31st December, 1948 .......... $2,138,917,229.40
LOANS FROM THE GOVERNMENT OF CANADA
Principal Interest Average
outstanding accrued interest
at Dec. 31, 1948 1948 rate
Loans for repatriation of U.K. securities ....... $391,439,302.58 $ 13.700,129.86 3-50%
Tdans for debt redemption .. .. i s iesidh e paisiis 278,925,788.39 6,284,221.12 2-319%
Lioans for new rolling atock . 5. .. Tl o iilauin 38,228,164 .56 1,023,790 .82 2:57%
Loans for investment in T.C.A. ................ 19,043,022 .71 470,959 .50 2.53%
Loans for capital expenditures and working capital 16,086,566.33 147,931.52 1-87%
Canadian Government Railways—working capital
al consolidation 1923, ... coanes s itnmsadds 16,771,980.54
$760,494,825.11 $ 21,627,032.82 2:90%



FUNDED DEBT—PRINCIPAL AND INTEREST

Date Date Principal Interest
Issuing of of Outstanding Acerued
NAME oF SECURITY Company Issue Maturity at Deec. 31, 1948 1948
GUARANTEED BY GOVERNMENT OF CANADA:
8% Porpetual Debenture StGoK. .o 1., b i i e e GRS 1875 to 1883. .. Perpetual . . . .. $ 1,016,091 86  $ 69,954.20
5% G.W. Perp. Debtr. Stockand Bonds.. ............ convouninn. R 51 b A 1858 to 1876. .. Perpetual. ... . 499,709 33 40,211.60
4% Perpetuak Debenture Stock., . <t i s T s T L s 5 18 . 1883 to 1918. .. Perpetual. ... . 5,446,783.07 233,882.83
4%, Nor. Rly. Perpetual Debtr. Stock o July 31, 1884 erpetual. ... . 22,591.07 1,073.72
B Apt e MEOLEEES BonAl o e i e S ) S T R % i3 July 1, 1905 Jan. 1, 1962 26,465, 130.00 793,953.90
49, SterlingBonds................... 3 1A July 1, 1914  Jan. 1, 1962 7,999,074.00 319,962.96
3% 1st. Mortgage Debenture Stock. y July 29, 1903 July 10, 1953 1,162,768.33 34,879.18
339% 1st. Mortgage Debenture Stock. .. Jan. Mar, 1910  July 20, 1958 5,636, 506,82 197,273 83
319, 1st. Mortgage Debenture Stock. ... .....c.ooiiiiiriiiiein oo, 3 Mar. 22, 1911 May 4, 1960 550,726, 60 9,273.48
84% 18t. Mortgage - Debenture.-Btock. ... 0. . i il i i o e N.O. Dec. 8, 1911 May 19, 1961 3,597,517.87 125,347.98
8% 30 Year Guaranteed Bonda. .50 . i gt s s Can. Nat Feb. 1, 1924 Feb. 1, 1954 50,000, 000.00 2,500, 000.00
449 30 Year Guaranteed Gold Bonds. ...........ooihiiviimsebons s, Can. Nat July 1, 1927 July 1, 1957 64, 136, 000.00 2,886, 120. 00
5% 40 Year Guaranteed Gold Bonds. . ./ .z.. o0 oo iicitoesnsneiins Can. Nat QOet.. 1, 1929 Oect. 1, 1969 57,728, 500.00 2,886,425.00
5% 40 Year Guaranteed Gold Bonds. ............cc.ooiiiuiiuinnn.onn Can. Nat Feb. 1, 1930  Feb. 1, 1970 17,338,000.00 866,900.00
43% 25 Year Guaranteed Gold Bonds. ............0cviuinninnnennn Can. Nat June 15, 1930  June 15, 1955 48,496, 000.00 2,303, 560.00
43% 25 Year Guaranteed Gold Bonds. .........c.oo v nior s Can. Nat Feb. 1, 1931  Feb. 1, 1956 67,368, 000.00 3,031, 560.00
419, 20 Year Guaranteed Gold Bonds...................coivvvinnnnn.n Can. Nat... Sept. 1, 1931  Sept. 1, 1951 48,022,000.00 2,160, 990.00
8%+ 20 Year Guaranteed Bonds.. .. .o i vt e ke £ Can. Nat Jan. 15, 1939 Jan. 15, 1959 35,000, 000.00 1,050, 000.00
23% 20 Year Guaranteed Bonds: . ;| ;. 7. .oiiiiet s oihs s it s ok Can. Nat Jan, 2, 1947  Jan. 2, 1967 50, 000,000. .0 1,375,000.00
4 U4 S B T et e e S S e B e e i L R S e R e e e T e T $ 490,485,398.95  § 20,896, 368.68
GUARANTEED BY PrOVINCE OF BRiTISH COLUMBIA:
4% 1st. Mortgage Debenture Stock.............oooiviiiiviiiiio. LA -0 Nov. 16, 1911 Apr. 2, 1950 $ 798,055.48 $ 31,922.22
431% Terminal Debenture Stock.: ... . i ... .. lu. .. iviinietar.svhsiis CRNP s s 1913 and 1914. Apr. 2, 1950 1,154,052.13 51,929.22
1T R SR i SR SN KA AR 16 Sl e XU e ol (o 2 e e LT R TR B T s e T T $ 1,952,107.61 § 83,851.44
Equipment TRUST ISSUES:
T R L A e e oy st LA WL Sl e o B L e Sept. 15, 1938  Ser.15, 9, '53 § 2,600,000.00 § 81,239.58
Y "'Q" ....... July 1, 1939 Ser. 1, 7, "49 650, 000.00 24,375.00
28% “ “G.T.W.”... June 1, 1941 Ser. 1, 6, '51 1,420,000 00 44 961.67
2% s | Afee Bt Bart s e B R DI et LSS D L Dec. 1, 1947 Ser. 1, 12,57 5,040, 000.00 111,066. 67
%%  “ A s e T e e R Mar. 15, 1948  Ser.15, 3, ‘58 28, 000,000 00 456,370.44
21% b Sk WA RTE RN B S T R L R T e Nov. 1, 1948 Ser. 1, 11,'58 21,500, 000.00 66,046.23
BOME R e Y e T R A R A I L e g S e e e LA S I o N L Ve $ 59,210,000.00 § 784,059.59
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OrrER IssuEs:

49, Canada Atlantic 1st. Mtge. Bonds................cco oot i, GER s Jan; - 1, 1905 Jam. .1, 1956
SO TRt MOThERae BOndS. . . 5 o) R i AR R e o i Pem. Sou Sept. 1, 1906  Sept. 1, 1956
49, =9nd. Mtae: Bonds, Prairie A’ .1 i .. ..l iimea D hedie ok Tl e Apr. 1, 1905 Apr. 1, 1955
49 :9nd Mtge: Bonds, Mountain “BY5 ol oo i dfed. s vepilo s s G o LI Apr. 1, 1905  Apr. 1, 1955
49, 1st. Mtge. Bonds, “Lake Superior’’...............o. . iiiiia GERRY Apr. 1, 1905 Aprl 1, 1955
49, Perpetual Cons. Debenture Stock.,...................coiin.t. Can. Nor 1903 to 1912.. . Perpetual. .. ..
49, Perpetual Cons. Debenture Stock......................... e NG s June 21, 1909  Perpetual.....
49, Perpetual Cons. Debenture Stock.............. i EN.Q.... ~20ck. 1906  Perpetual.....
49, 1st. Mtge. Perp. Debenture Stock.......... ... ioiiieiii i Q.&L.St.J. June 1, 1912  Perpetual.....
AR dat: Mortange BOnds: . 05 cuut | ok stoss 590 i sos coahmie EaRTmNe sieks & Wi ov. 30, 1900  July 1, 1950
439, 1st. Mortgage Series ** A’ Bonds. ... .....coiiiiiiiiiiitaiiaiin, G.T.W... Jan. 1, 1930  Jan. 1, 1980
19 18t. Mortgage Gold Bonds i . 55 oaln . Siialaias v vt v M.&P.L Oct. 1, 1900  Oct. 1, 1950
5% Indebtedness to Province of N.B........cocvviuniiviiiininsorenes Can. Nat Sept. 3, 1929  Nov. 15, 1958
490 1ab, Mortaaee Bonde ou i . [« s iiana sasa s bt s W pa s o aw's R @ - R Mar. 14, 1910  Sept. 14, 1949

Interest on Securities retired in 1948.................oooiiiiiiin,

There is included in the above $10,450,008.06 par value of System Securities held in Special Funds and Accounts.
These obligations are stated in Canadian currency, Sterling and United States currencies being converted at the par of exchange.

2 Tdhis schedule dloes not include securities in the Railway treasury or those held by The Canadian National Railways Securities Trust, or by the Government of
anada as collateral. .

$ 9,047,034.00 $  397,917.36
150, 000.00 6,000.00
3,574, 530.00 142.981.20
3,144, 906.00 125.796.24
2,152, 00800 86,080.32
3,992,929 66 159.393.05
889, 597,47 35.394.78

465, 545.33 18,516.02

985, 342.40 10,928.36
6,527,336.00 261,237.86
400, 000.00 18,000.00

200, 000.00 8.000.00
380,022 60 19,001.12
475,000.00 5.541.67

< 143,750.00

$ 32,585,151.46 $ 1,438,537.98

$ 584,232,658.02

$ 23,202,817.69
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76 SESSIONAL COMMITTEE

FINANCING

! Year 1948
FunpeEp DEBT—New Issues
24 per cent Equipment Trust Certificates,
Series ““S”—1948, maturing serially to
Mavch (15,1958, .0 i o'y SUet st $ 28,000,000.00
2} per cent Equipment Trust Certificates,
Series “T7—1948, maturing serially to
November: 1, 1958 s Cx s e targu A ting 21,500,000.00
4 per cent Central Counties Railway Bonds,
due September 14, 1949 (assumed through
acquisition of control of Capital Stock) .. 475,000.00
A e Rt L $ 49,975,000.00
Funpep DeBr—Retirements
3 per cent Canadian National Rallvs ay Com-
pany 15 Year Bonds, due February 1,
1952, called February 1, 1948, at par.... $ 20,000,000.00
3 per cent Canadian National Railway Com- :
pany 17 Year Bonds, due February 15,

1953, called February 15, 1948, at par... 25,000,000 . 000
Equipment Trusts—annual principal pay-
MEDTR fuh e o Bt ik b Tt N 2,278,000.00
Various securities reacquired and repatriated 1,324,103.87
_— 48,602,103.87
Increase, in Funded Debt.............. ... $ 1,372,896.13

LLoOANS FROM GOVERNMENT OF (CANADA
2% per cent Loans for redemption of 3 per
cent Canadian National Railway Com-
pany Bonds, called February 1, and 15,

A i e B e e e i S $ 45,000.000.00
Loans for principal payments on Equipment
Trusts and Hire Purchases—Net........ 7,530.568.09
Loans for Capital Expenditures and Working
0 1 ) e MRt (RS B e ST Skl 16,093,908.51
Loans for acquisition of Trans-Canada Air
Lines Capital Btock: ool ot e v aiih oeamsias 2,400,000.00
—_— $ 71,024,476.60
Increase in Capital Debt, 1948............. $ 72,397,372.73

The issue of $28,000,000 2% per cent Equipment Trust Certificates, Series “S”—1948, dated
March 15, 1948, was made to provide for part payment of new equipment costing $37,647,433.
The ('ertiﬁcates. which mature serially in 10 annual instalments, were sold at a price of
99.11, representing an annual interest cost to the Company of 2.30 per cent.

The issue of $21,500,000 2% per cent Equipment Trust Certificates, Series “T"—1948, dated
November 1, 1948, was made to provide for part payment of new equipment costing $29,078,443.
The certificates, which mature in 20 semi-annual instalments, were sold at a price of 99-385,
representing an annual interest cost to the Company of 2-375 per cent.

INVESTMENTS IN AFFILIATED COMPANIES

Total Owned by Can. Nat. System
Par Value at Deec. 31, 1948
Company Outstanding Par Value Book Value
STOCKS:
The Belt Railway Company of Chicago...... $3,120,000.00 $ 240.,000.00 $ 240.000.00
Canadian Government Merchant Marine,
07V ) e et e T e i e 800.00 800.00 800.00

Chicago & Western Indiana Railroad Com-
5.000,000.00 1,000,000.00 1.000,000.00

pan
The Detroit & Toledo Shore Line Railroad

CSOMPENY o' o 5 v s Lam o ss BioNlemiarsle: S ab 3,000,000..00 1,500,000.00 1.500,000.00
Detroit Terminal Railroad Company........ 2,000,000, 00 1.000,000.00 1.000,000.00
Northern Alberta Railways Company....... 12,500,000. 00 6.250,000.00 6.250,000.00
The Ontario Car Ferry Company (Limited). 500,000.00 250,000.00 179,007.53
The Public Markets, Limited............... 1,150,000.00 575,000.00 575.000.00
Railway Express Agency, Incorporated (no

PAT TBIAGY (v ie i inih B b 0 i AT 8 1,000 shares 6 shares 600.00
The Toronto Terminals Railway Company... 500,000.00 250,000.00 250,000.00
The Toledo Terminal Railroad Company.... 4,000,000.00 387,200.00 387.200.00
Trans-Canada Air Lines.......ceeeccocenss 25,000,000.00 25,000,000.00 25,000,000.00
Vancouver Hotel Company Limited......... 150,000.00 75,000.00 75,000.00

o ) I e % e, B S e R $ 36,457.60753




RAILWAYS AND SHIPPING %7

INVESTMENTS IN AFFILIATED COMPANIES—Concluded

Total Owned by Can. Nat. System
Par Value at Dec. 31, 1948
Company Qutstanding Par Value Book Value
Boxnbs: ;
Northern Alberta Railways Co. 1st. Mortgage
TBORARHES . Ra S L s s s a NS T ) 20,855,000.00 10,427,500.00 10,427,500.00
The Toronto Terminals Railway Co. Ist.
Mortgages Bondl ool o v s0s i sy 25,910,000. 00 12,955,000.00 12,955,000. 00
b Ly e LR L PR e st el SO Y A RS Tl 3 P S $ 23,382,500.00
ADVANCES:
Chicago & Western Indiana Railroad Company.........c...cciiaeeunn. 2,827,980.71
Northern Alberfa-Railways Company. ..}, 54 Jie. 0o et v o odn s taisioie 200.000.00
Railway Express Agency, Incorporated......... .cccieevinioivaaiancass 173,493.22
Vanconver Hotel Company Famited' ... .0 i iniveaiineeseee s b phdeion s 6,055.65
PHARE O Rada Al TIReR: o o LA L B e A e L X T SR e N 1,500,000.00
by B R L R il i S VR D i A ek RIS g S (Pl 4,707,529.58
Total Investments in Affiliated Companies as per Balance Sheet.............. $ 64,547,637.11

Mr. PouLior: With regard to investments in affiliated companies, I would
like to know what are the companies in which the Canadian National has a major
interest? T mean by that, more than 51 per cent of the stock.

Mr. Coorer: There is the Trans-Canada Air Lines. That is the only one of
those companies in which we have more than 50 per cent of the stock.

Mr. Pourior: What about the Vancouver Hotel Company Limited?

Mr. Coorer: That is an operating company. We have 50 per cent of the
stock along with the Canadian Pacific.

Mr. Pourior: What about the Toledo Terminal Railroad Company?

Mr. CoorEr: Yes. We hold less than 10 per cent along with various other
railways.

Mr. Pourior: What about the Toronto Terminals Railway Company?

Mr. Cooprer: We have 50 per cent of the stock with the Canadian Pacific.

Mr. Pourior: What about the Railway Express Agency, Inc.?

Mr. Coorer: That is owned by all the railways of the United States. = Our
proportion is a very small one. About 4 per cent, I would say.

Mr. Pourior: And what about the Public Markets Limited?

Mr. Cooper: We have 50 per cent of the stock.

Mr. Pourtor: Where is it?

Mr. Cooper: That is in Winnipeg.

Mr. Pourior: And what about the Ontario Car Ferry Company, (Limited)?

Mr. Coorer: We have 50 per cent, along with the Baltimore & Ohio Railway.

M