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1o commercxal company 1s not feaslble, We recommend that they be handed ovg;r ‘to
| R board of trustees to control and manage on behalf of and on account of the people

. /We express -
We recom~

» rallways, but ] Ll RN : SN y
: ;: 2.: That thcsc thrce rarlways, Canadmn Northern, Grand TrunI\ and Grand
'Trunk Paclﬁc, be transferred by Act’ of- Parllamcnt to an xndependent Board of
, f' Trustees (mcorporated as a company), constltuted as we shall hereafter descrlbe.

1 ‘.These recommendatwns, from our pomt of vxew, hang together and must be
SE ) regarded as mscparable “We' do not recommcnd the transfcr of the thrce compames at
4= a]l unless our :ecommendatxons as to. the method to be- fo]lowed are also substantxally
: accepted That the Govcrnmcnt should’ ltself tako over the- raxl\vays, and they should e
1 \then be operated under the control of a Parlxamentary Mxmster of Rallways, is a pohcy—- S
s \whlch in our Judgment would not be in the bcst mtcrest of Canada. (T AT

: Our personal behcf is strong that, in: normal cnrcumstance rall\vay enterpnse is"
_’s,:*a matter best left in: pnvato hands, suchct to propcr rcgulatlon by the Government. "
Were we asLed to advxse in the caso of thc r'ulways of the United Ixmgdom or the United :
1 States, whlch have bcen constructcd by prwato compamcs, ‘with- money found by prrvate
mvestors, we should give effect to this belief.  We go further and consider that, in the o
’3, case of the Canadmn Pacific Railway, as'to whlch the Govcrnment does mstruct us to . ;
"g advxse, the fact that it received large help from publlc sources in its early days, is not' o
' .any reason Why the enstmg status of the company should now be distiirbed. This ‘com= g
S B pany has’ camed out its bargam. It hns rcpmd to the Government lnrgc advances ‘made .
in earher years We. believe that Canada has had good value for \vhat it has given.

1 prosperous, ~for such compamcs ‘can bo erpected not only to glvo the best service, but to ‘ \k o
; *ibe best able to provide in txmc to meet new devc]opmcnts a8 they arise. . Wo have had .

: "'Paclﬁc Rallway should be- left undisturbed.” : -

| , { . Butin the case of the Canadlnn \Torthem, thc Grand Trunk and thc Grand Trunk e
‘ Pacxﬁc the cxrcumstanccs are not normal 'lhese compames have brol\en down. We EURS

o We thmk that'it is in the mterest of the country that this company should be rlch and ¢ / \

1 no hesxtatlon therefore, in coming to ‘the conclusron thnt -the status of the Canadlan c




on th ex1st1ng secur1t1es ‘of these underta.kmgs'

v th Canadlan Northexj ;f the Grand Trunl‘
" rand ;Trunk Pac1ﬁc ‘th Intercolonlal “the.

,The 'enure of oﬁice should be the same as: that of Judges of the Supreme Court
] 'ept-l' ng’ hei‘eafter noted,;‘
sh ould 1fhpo sxble, be “menof rallway expenence. : They should be reqmred
whole time to thelr dutles, and salanes should be ﬁxed adequate to com~ :

1ally possessmg the conﬁdence of rallwny employecs.

be. laxd dOWn in: the ‘_‘Act, to be ad]usted later when ‘the requlrements of the posmon
became ewdent Every Trustee.on appomtment should be requxred to’ dxvcst hxm-
sei :of all mterest 1n Canadlan rallway bonds or stock, and should further- satxsfy
the appomtmg authonty that he has no otherfmterest that conﬂlcts with hls dutxes
as Trustee, ; : . O :
AIF appomtments other than those of the ongmal Trustees should be for a ﬁxcd
enod ‘of seven years, except that in the case of a casual vacancy, owxng to death
or. dlsahlhty or res1gnat10n, the appomtee should hold ofﬁce only. for the rcmamdcr
ofrthe term for Whlch ‘the Trustee whom he rep]aces was appomted

ea

Vacancxes should be ﬁ!led in. the case of a rallway membcr, by appomtment by

ouncxl on the nommatxon o£ a ma;onty of the remaining

A e E .

IIT. That the:Government assume responmhxhty to, the Company fer the mterest

Three Trustees, one of ~whom should be the ol

10t e‘expected to nge thexr whole txme. Theu- maxxmum sa]nry mght

Every Trustee should be ehgxble for renommatlon and reappomtmcnt ol .




: t‘-’».{~hrstory. The commxssmn has becn abolxshcd and the management has been trans-

assume,\or even be suspected of assummg, a pohtrcal complexron In the Umted
‘States an: attempt has been made to - guard agamst thls danger by statutory pro
v1smn “that not _more than four out of the seven members of the Interstate Commerce
Commrssmn shall belong to the same pohtxcal party. W'e do not recommend that- tlus
precedent be followed ‘as we thrnk pohtxcs ‘have. nothmg to do Wlth the matter, and

ny such restrlctxon mxght hamper the Government in’ the1r choice of: best men.
Eut should it.be desrrable in. the publxc mterest to select Trustees of reco«mzed

pohtwal,':aﬂihatlons, we- thmh it most 1mportant that the spmt of - the Unlted States .‘
1 grslatlon should be borne in: mmd “both by the Governmcnt in’ mahrng the orrgmal E

selectrons, and by the Trustees':themselvcs m rccommendmg names to ﬁll any'sub-
sequent vaeancles.

. We recommend that, subject to the power of the Govemment to refuse to conﬁrm

a nommatlon, the Board of Trustees should be a permanent self~perpetuat1ng body, and
\ve attach very. great 1mportance to thxe pomt “The four older Statcs of Austraha, New..
South Wales, Vrctorla, South Austraha, and Queensland have had a Iong cxpenenee of

rallways were managed under the dlrcet control of a\Mmrster of Rall\vays, responsxble
comm1ssxons were appomtcd w1th functxons substantlally sxmrlar to those whlch we are

commendmg to be conferrcd upon tho board of trustces. . In caeh State, the result
was 1mprovement But the Australmn eommrssxoners were: only appoxnted for five ..

vented a. permancnt success. The first years of the commlssron 8 term wero usually the
most, successful for then the commissioners had the frcest hand to manage. their
T undertakmg on commercxal lmcs. Somo of the States have gone through a checkered

pubhc ownershxp. .In-each: State the history. has been very sxm:lar. : Ongmally, the © 3 :

to, Parhament In each State, the system was found unsatxsfactory. In"each State, e

year terms.. And the lach of pcrm'mcnce in the. commlssroner’s tcnure of ofﬁce pre- . -&




0’ pr m 1t1ve tlmes all Government was concentrated in a-smgle hand The kmg
or. chxef wasrat once the’ law-nger, the’ admmlstrator and the Judge. 5 The kmg as law-
nger presenbed dutles and estabhshed nghts, as Judge he decxded on the mterpreta-
tron of- those nghts and dutres between the natxon, represented by hlmself ‘and’ the
1nd1v1dua1 and ﬁnallyﬁas executxve authorlty he enforced his. own Judxcml decxslons
Wlth respect to the nghts Whlch he had hlmself estabhshed as legxslator. Centunes ago,
the | progresswe natlons of Western Europe had outgrown thls pnmltlve rdea. They had.
]earntto dlﬂerentlate functlons to the extent of mahmg the Judge entlrely 1ndependent
< hoth of: the legxslature and of the executwe government Even \under the absolute ,
‘despotlsm “of Fredenck *the Great of Prussxa a J.udge could de01de a quarrel between
the King and : humble subJect in favour of: the sub,)ect To say now-a~days that the -
admxmstratxon of Justlce 1is not' a matter to be Ieft to a mlmster respon51blo to Purha- :
ment would be to say a thm' : obvxous as to seem a preposterous truxsm. RN

ctions of the ‘kStat'e‘. "

‘But' the process ‘has g gone further. We aro/ Iearmng that thcre are other mntters
Whlch 1t s’ well to thhdraw from the pohtxcal arena. It has becomo n common- '
pIaCe m England wrthm the last generatmn to” say that forexgn polxcy hns bccn ’

wrthdrawn from the sphere of party pohtxcs.’f o The same thmg had m grcut
measure happened before the war in'the case of naval admlmstratlon, it was’ more
nd 1 more becomlnfv the rule in the case of army admxmstrqtlon a]so., In” other words, : ;'
' m respect “of these three”wtally 1mportant spheres of natlonnl actxvrty, though the
form of dxrect parhamentary control was retamed it had come to be recognxzed,
that the affau's were - very comphcated that the reasons for nctxon mxght be- good
thhout bemg such as’ could pubhcly be avowed and thut thercfore they were ‘best
e “left to experts, carefully seleeted and then given a mainly free hand. Smce the War, ;
«"pubhc opmxon on. thls questlon has npened fast England and ance are countncs e
- - just as democratlcally governed as_ Canuda. And m England and Francc, the- fact




set up in’ England to take charge of dlﬁ‘erent branches of puhhc act1v1ty It cannot

e supposed that the lesson learnt i in ‘war wrll be wholly unlearnt when peace returns
It'is: hardly hkely that countnes whose constxtutxons are: based on the Enghsh model
111;go ‘as’far asthe Umted States, ‘where the' Executrve and ‘the Leglslature are

o’ direct control of the Executlve Government at all and where even the Senate cat
Only conﬁrm or: refuse to conﬁrm certam appomtments, but has no- power to "secure
: ~ either’ the nommatxon or the dlsmlssal of ¢ a smgle oﬂicml But there can be no doubt
thmgs nre movmg in that drrectron., I.t is’ because “we thmk ‘that - the management
‘gf a rarlway undertalnng, lxke the control of ‘shipping’ or ‘of enemy tra’de, or the work

cof the Impenal Mumtxons Board ls a mntter that in the pubhc mterest is best left
1 to experts that we desu'e to avord dxrect Parhamentary control ;‘;r '

‘ ertamly the most successful State—opcrated rmlways in the world ‘are’ ‘not subJect
: to Parhamentary control ~ The Prussmn Parlmment has not much control over any..
(1 department of ‘the’ Government but over the'rmlways, owxng to the fact that so far

for general State purposes, it has even lem control than over other departments. The -

% only check on the actlon of the Minister of- Rnrlways is that aﬂ'orded by the Rallways

' } Counclls, to whlch ‘we. refer hercafter, and whose powers are merely advxsory and in;
Vi

~no way. compulsory. In Canada we-are rccomrnendmg, not only that similar Rallway

Councﬂs should be- estabhshcd but ‘that thc Trustees should also be ‘subject o the

e orders of the Raxlway Commxssxon, a body to uhlch Prussm furmshes no analogy.

anate Interests and Pnbhc Interest

makc one \cxty and unmahc anothcr. It vrtnlly affects tho questlon whether an-
mdustry in one place is more or less proﬁtable than in nnother.; Every cxty wants -
to become-a rmlway centre, to ‘have rmlwny works located \v1thm its ‘limits. - And

L

placed whcre it best suxts his own personal convemcnce, mld wants that". every."
: express tram shall stop at- it Me naturally stnvcs to seeure thcsc bcncﬁts for-
\‘ hrmself and ~his; Iocal membbr naturally desxrcs to- hclp him. in their attamment.

sxtuatlon as a whole, to npprccmte, for- mstance, ‘that an express which stops at

i

~'.:1' ,..'*

"

: almost entxrely mdependent of each other, where the House of Representatxves has'

In thxs connectxon it seems” desu'able to pomt out’ that the Prussmn rarlways,

from requlrmg votes of money, they yearly contrxbute a consxdemble net revenue

«."Ihe rmlway touchcs thc hfe of the country’at mnumerable pomts. : It can almost
"the Iocal member ‘invariably wants xt too., I]vcry cxtxzen wants the rallway statlon .

'lhe 1ndxv1dual crtlzcn, the local mcmber, cannot - be cxpectcd to see tho raxlway gy

| every mans local station ceases’ to be ‘an‘ express. at all. Evcn if he docs appreciate e
NE 1t—human nature bemg what it 1s-ho will probably be quito content if, by brmgmg: i
S pohtxcal pressurc to bcar, hc can gmn an advantagc in ‘which lus nelghbour at.the "

next statlon does not partxcxpate. "Tt is-too much to expcct of the average merchant 7 “ :
the average manufacturcr, that if he: ﬁnds that by 1 pressure hc can obtain for’ hxm~ e )
self an- exceptlonally low rnte, ho mll refram from askmg for 1t bccauso 1t ngcs' L ‘

vk v




3 fusal* y to-ac

’adopte .- T
Gove nment’ shall be depnved of. thelr natlonal vote and cmployecs ofa mumcmahty
be depnved o-f thell‘ mumcxpal vote. -We- cannot accept t}ns xdca. A State servnnt

16" time we' recogmze ‘that’ the. nor pohtlcal body, whxch we propose to

~establish, will nexther be infallible- nor unpeccable. -We therefore propose to glve to the 1

oard of Rallway Commlsswners the same full JudICIal authonty over all 1ts nctxons and |

nd ‘theu' Employees.

Relation between Trustees

Tt has been a common expenence ;,m‘all democratle countncs that where undcr- =
,takmg are in- the handsuof pubhc authontxes, elther natxonal or local the ‘employees
are empted to use. pohtlcal methods to 1mprove their pcrsonal posxtlon. \Ve think
it 1mportantythat ihe Trustees should be protected agamst pressure of thxs kmd
which - would be entu'ely w1thout : ustlﬁcauon, lf our proposal that one - “of. tbe -
‘Trus ees’ ‘shall’ be' speclally chargedvto watch over the- ‘interest of the cmployecs, is " §
To- obwate the -evil, ‘it has’” often been proposed ‘that cmployces of ; the

.

does not. cease to be a cxtlzen, and he has as good a-right to exercxso his voto as Ius
sur,’ prowded he does not se it to obtain’ for hxmself an’ unfmr advantnge nt

T S———
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> Wo should*hopo that.tho émployess on the Trastecs’ railways will be content to .

| make ‘any. necessary - ropreso
Eh cess:

| The Boara of mius

. shares of $100 cach. Each trustoe
ontered in
¥ ‘t};_é;;fly[i‘ni‘ster‘kbf Finance’ for the. tim
ieog—m . v

the State of Victoria thero was in 1903 a fierco strike on the Stato tailways.  The
R ol e R L B T el LT Ko N .
by their conduct alienated-all public sympithy” and " were’ Jbadly. beaten. ;. The
“torian  Parliament thercupon passed’ an Act, not indeed disfranchising the rai
mployees altogether, “but depriving. them’ of their ‘votes ‘in" their “own ' Tocal
tithioncy; placing them on & separate register, and giving.therk power fo dlest, oo
their ‘special ‘representatives, or n'to t two" :
ﬁfﬁbe.thisfA{:_f;ﬁjzié'i‘ifép’éaled_fgn’d superseded by .
tion in “Pa}liéxhént:gf‘i'l?ﬁ:bliyc;()fﬁicfeéf‘é‘ii’d“Railway” Officers.”

-service ‘to the 'State;"it. is. hereby' enacted that no. pers _
‘employed in :any. capacity '(Whgth'er,‘pem;anent_lyf or temporarily) in the Public
> Service, (including - the Railway Service, the. Police’ Force, tho State ‘Rivers

nd - Water - Supply, Department, - and _the, Ihpacxr;*Dépai'tment) ~shall -either -
lirectly ‘or indirectly ‘take any part whatsoever in or in Zelation to election of
embers 1o the Legislative Council or the’ Legislative Assembly, or directly or .-
_indirectly’ inany way-take part in the political affairs of .the State of Victoria,
“otherwise than by. recording a vote at'a Parliamentary” electi
~or class of pg:,sonslsg“employgd'shallQdifcctly or’indirectly use or attempt to use

n the Public Service of either hims'el‘f:or“a”r!‘yuoth\'ér.pgrsop.; OE e O T
o 2 (2)« If any. person s0° 'ethalpyéd “is guilty ‘of any " contravention” of this

missioner, the Commissioner -of Railways, the Chief ‘Commissioner of Police, .
or the State Commissioxiprs_‘:ind;Watér Supply-Commissioners,“o;jthe-Inspector{ :
General of -the “Insane (as _the case may ‘ he " sai
- "authority ‘bo fined- any sum not exceeding £10 and:may be  reduced in class,”
 subdivision, grade or status, and salary, ‘or he may be dismissed or his services é
may.‘bé;‘dispenvsed f'with,'ﬂ'p'rOVide'd“that such. person shall not b’e*dismiésedpr
have his services dispensed with for any ‘contravention. of this ‘'section-without -
-+ . the consent .of\the"AGovemor in Couneil”. = v o ST s

thfoﬁéﬁ;fﬁe inembef Aofftlxid:B‘okaid'Nspééially tcilarged“to wﬁtc};,&ye}’théip interests, ‘and
-] will not attempt ‘to exercise political’ influence. * But should this hope ever be dis- .

-

n this ‘matter. ct‘hée,A‘"u_stralmn experience is of interest.

A

In:
men |
The' Vic:
1@5
“Go

ves, one ‘memben to tho- Council’ and ‘tWo to the Assembly
. An Act to abolish séparate repre-

Séc‘,tiohn‘-/"i,)fof ‘ihls

on; and no-person’

Anfluence ‘in respect to-any matte}v‘aﬂ'ectingTthe"remuneratidnVc{r position-

ion, then on - proof - thereof-to_ the ‘satisfaction of the Public’ Service Com-.""

be).A'such‘persbg,~ may by the said °

ntations ‘as to .remuncration or - conditions - of scrvice - -

| ; abp@i_gi;éd,‘ﬁ@fgd confident that public opinion would fu'lly'supppxt‘ any ;‘Gpvex"nmenit;_ﬂ L -
{Which introduced and .passed-a law baSé@'ohthci Victorian precedent, "o 7 . e ¢ S
" Incorporation of the Dominion Railway: Company.. ‘ N

istees si{auld'Ba'inso‘riiofatcd;'éith‘qg directly by Act of Parlia- -

ment,orby Royal Charter under the_authority ‘of the Act,.as the Dominion Railway .-
1Company with a nominal capital.”

Apital. . Wo assumon capital of $50,000; divided into 500 -
V ch. - Eac “would hold 100 shares, - These shares would be - L
:theﬂregistcr«gsi held in the joint names 'ofvcach‘particular’Trustee and -

e being.. Tho ",'.,[‘f;-us‘;t;ce,yk being named first, ivouylid ]




v"k If thlS charge werc t:ye 1t 1s evxdent that they would have no equxtable
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~ Northern system. Both these gentlemen are intimately acquainted with its com-

plicated finances. They gave their evidence fairly and frankly, and in our Judg-
ment with an honest desire to make full disclosure dn every point on which we
sought information. They called our attention to the report of the Government
Auditors made to the Solicitor General of Canada on April 22, 1914, which is printed
in the Sessional Papers of that year (Nos. 269b, 4, §, I, m). The relevant passage 18 as
follows:— ’ T

“We would particularly draw attention to statement No. 2, being a declar-
ation from the Comptroller of the Contractors, Messre. Mackenzie, Mann and
Company, Limited, that the contractors have made no profit on their work for

“the Canadian Northern Railway, other than certain fully paid common stock
which is set out in a statement in our previous report. This declaration is borne
out to our satisfaction, from our investigation of the books of said contractors,
and also of those of the company.”

'The viva woce evidence which we reproduce amplifies and entirely confirms the
eport of the Government auditors. )
“Mr. MitcEELL: In addition to that, Sir Henry, in connection with con-

struction. there are no contractor’s commissions on any of the actual construc-
tion. The work was turned in to the railway company at co:t.

“For instance, there is actual construction representing something like
$204,000,000, in which there is no percentage whatever to the contractors. It
was turned in at actual cost.

“Sir Hexry DravroN: How would that be done, what machinery would
apply to that work? How_ did you do it? » ’

“Mr. MitcreLL: The work was done by the contractors, Messrs. Mackenzie,
Mann and Company, Limited, and it. was billed to the company at actual expen-

diture. The vouchers were all turned in. ~
“Sir HENRY DravToN:” Was there no allowance for the Force Work
Account?{ '

“Mr. MrrcHELL: Actual expenditure only, as far as Mackenzie, Mann
and Company, Limited, were concerned. They were reimbursed for what they
had paid out on pay-rolls. )

“Sir HENrY Dravron: Generally those pay-rolls and that sort of thing
cover the usual and proper charges., You were doing it, in effect, under “ force ”
work ? - 7

“Mr. MircrELL: Yes, sir, but instead of getting a 10 per cent commission
they got the stock of the Canadian Northern Railway. That was the payment
the contractors received instead of a cash consideration.

“Sir HENrY DRAYTON: The contractors themselves, some of them at any
rate, would be acting as superintendents in charge of the work, carrying it on,
besides which there would be all the overhead expenses?

. “Mr. MircaELL: Yes.
“Sir HeNry Dravron: Those expenditures would be included?

“Mr. Mrroner: For instance, the Csnadian Pacific Raifway, we will gay
lets a contract to Foley and Company to do certain work. They in turn let the
work to some one else, who in turn will probably let it to station men. Foley

20g—=§ -
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and Company would get their commission. On a large contract ’they, would per-
haps work on a & per cent or an 8 per cent basis.

“Tn place of that 5 per cent or 8 per cent basis which the Canadian Paci{ic
Railway would pay to Foley and Company in cash, the Canadian Northern paid
Mackenzie, Mann and Company, Limited, in stock. )

« Qir HeNry Deavron: You say there was no allowance at all for superin-
tendence and that sort of thing in these accounts, which is generally covgred by
the 5 per cent or 8 per cent? -

“Mr. MrrcaELL: Not any for the main contraetors; there was nothing

. allowed for them.

« gir HENRY DRAYTON: Sir Donald Mann gave a great deal of his own
time, Do you mean to say he was not paid for that?
«Mr. MrropeLL: That was all gone into by the Government in 1914, Sir
Henry. _ \ . .

« Qir Hengy DravToN: We have it in connection with that large item of
$200,000,000—or that sum is near enough. Your idea is that all that large item

. (it is a large sum, of course) so far as the $200,000,000 for the construction of

the road is concerned, as a matter of fact no profits were obtained by the main
contractors, Messrs. Mackenzie and Mann Company, Limited, and that the only
profits taken out were the profits of the sub-contractors?

"« My, Mrrcuern: That is it.
« Sir HENRY DraYTON: Who were the sub-contractors? . -

« Mr. MrrougLL: There were many of them, I guess all the big coﬁtractors
in Canada and the United States.

« Gir Heney DravroN: Your own affiliated interests, were they sub-con-
tractors?

« My MitcEELL: No, sir, not as far as I know.

« ComMissioNER ACWORTH: You say this was all gone into by the Govern-
ment. I am a stranger to it, of course. Was it a preliminary inquiry ¢

« My, MiTOHELL: Yes, 8ir. L .

« Sir HeNrY Drayron: In connection with loans in 1914.

« ClouMissioNER AcworTH: But was this question of the contractors gone
into? . ’

“ Mr. MITCHELL: .The Government appoinfed three auditors, who came to
Toronto and went through the books of the Canadian Northern from the begin-
ning. Those auditors made a full report to the Government, which is covered
by the contents of the Government blue-book. ’

* * ; * % - *

« gir Henry Dravrox: To complete the evidence in connection with the
construction of lines, there is one question I should ask you. The Canadian
Worthern itself is a constructing company practically, is it not? '

« My Hanna: Yes. We are doing all our construction work.

“Sir Heney DravroN: Most of the construction is being done through
Messrs. Mackenzie, Mann and Company, Limited, on the basis Mr. Mitchell
spoke of ¥

“Mr. HanNa: Yes.



: ‘would-be con
erned outs1de of purely’ operatmg branches, w1th constructlon work

-‘construction only. %
‘ Sir HENRY DRAY'I‘ON‘ .
as in charge of construetron? .
¢ Mr, HANNA' He’ charges hlmself ‘Wlth that work:

4 Qip Hmmr DRAYTON. - Sir-
of 1t too? L

He d1d and d1d thc ﬁnancmg.v

‘ dldn’t ‘the _company. properly remurnerate the for their:services?
' Mr HANNA. - Not to the extent of onie dollar. P
‘Slr HENRY‘DRAYTON’ ' So that they worked ‘without salary?
“ Mr HANNA. Absolutely 80, - o

1 »

S That has been the experlcnce of‘those two gentlemen

Nexther one of ther
extent of a dollar. i :

;“, Sir: HENRY DnAYTON -N or of any of thcu; subsxdxanes?
B Mr. HANNA‘ Not one. T

fwork nelther the company nor anybody else pmd them any proﬁts at all L
‘ B ';That is nght’

The result of our mqumes leads us to the convxctxon that both er erham Mae

] takmg, and in. then' own abxhty to carry ittoa succcssful conclusxon. ‘,;‘f?’, R

) ‘that - the' road should be as” well located and as economrcally constructed as
And they dxd theu- utmost to attaln ‘this . end.” The success of thexr en

construetlon of the Grand Trunk Pacxﬁe from ™ Wolf. Cr

It s’ ‘true that ‘the: Canadum Northcrn had the bencﬁt of

the Natxonal Trnnscontmental Irom Wmmpeg to’ Quebec. - The cost of the C’anadmn

down to December 31 1914 but excludmg tho cost of the Quebcc bndge. LT

e

I suppose er Donald Mann, the Vlce~Presrdent 8
1lham Mackenme hxmself d1d a great deal"

: Srr HENRY DRAYTON‘ Whrle they may ‘not’ have taken proﬁts as. contraeon

~Su' HENRY DRAYTON That 1s 8 case of bemg“too modest, because 1t is not.kT

m Was ever on a Canadmn Northern Vouehcr Inst to the :

S« Sir HENRY DRAYTON‘ ‘So that while they were Workm" on constructxon;;

> ' kenzie and Sir Donald Mann hada ﬁrm behcf in ‘the ultimate success of their under-' !

.,‘It was’ there.fore obvxously in’ their mterest, as_owners of all the common stock .

possrble.r i
deavours .. o
may be Judged from the- fact thnt Canadmn Northem constructlon from Tollerton;f R
(120 mxles West of Bdmonton) to Vancouver cost $88,620 ver: mile,” whlle the °

eek (on the opposxte sxde'}:;v
of the Athabaska nver from Tollcrton) o Prmce Rupert cost $112000 per mile; - -

the tote » “roads built by."

1 the Grand Trunk Pacific between Pcmbma river and- Resplendcnt as thc Grand Trink ST

i Paclﬁc was ﬁrst in- the ﬁcld but as. ngamst that it had to face hlgher costs ‘of labourd" T

1- and materml. We belxeve that,’ spcakmg gencralLv, ong consxdcratron may be set oﬂ
“against. the other.t Agam, thc cost of construction” of the' Cnnadmn Northem from -

Port Arthur east to Montreal can be comp'u-ed fmrly to tho cost of the construetlon of

Northern was $52,602 per rmle, including in this.amount intercst at & pcr cent durmg‘."w; e
the constructlon perrod ‘but excludmg the Montrcal passenger. termmal . The cost of
the Natlonal Transcmtmental was $93,735" per. mnle, _including mterest at 3 per ccntfv RIS




"reachmg out mto terrrtorles oﬁermg but
oo traﬂi‘ retur' ; rather than in errors or ;extravagances in’ actual constructlon ', :

‘n have been ralsed Wrth consxderable ﬁnancxal Sklll nt very moder- ‘
hat the coustructron has been economlcal but that the completlon

t ' system Would mvolve a very large capital’ evpendlture\on

branch lines and terrnmals in eastern terrxtory, apd a Iarge duphcatxon of exxstmg facr— :
1t1es “that 1t is 1mposs1ble for the company, unalded to complete its venture, and t at <
t absolutely v1tal to the mterest of the country that further duphcatlon should ceaser 4
S ,have the Canadmn N orthern shareholders auy/clalm to |

0 pensat' n2~ Not vve"thmk" a ;of rlght But Governments in, the past have not

we can sas; that they have been well 10" ated_from the envmeermg, 1f not from the tra{ﬁc
‘in’ recent years the Canadlan

5

: standpomt X
orthern shareholders were cerned away by a wave of unreasomng optxmlsm, at least

may be said for ’t e1

$60, 000 000 of ha\es Whlchqthey now hold

s such ever to earn a drvrdend on its separate ‘stock, \Ve sug-

: the;Act 'of : Parhament constxtutmg the" Board of Trustecs

arbltrntor ‘and the” Cauadmn Northern share-

’mplre ; farhngi greement ‘an umplre should be appomted by the Clnef J ustlce of the
and the: decrslon of the board shoﬂld be final. : , L
x should be empowered to declde two questlons. . :
1) What proportron of the Canadlan Northern common stock m'\y f:nrly

W E
:\ e . . PR

= (2) What proportlon of. the earnm
may falrly be reg'trded as attnbutable to the Cfmadxan Northcrn hucs :

To 111ustrate' out meamn" we Wlll assume that the arbxtmtors dccxde that 5 pcr
cent of the Canadlan Northern shares shall remam the property of tbe erxstmg holderS,

shareholderswere perrmtted to retam a moderate portlon of :

‘to' permlt the present shareholders to Tetain a portxon :

shall contam a provrslon ’or arbltrattxon be‘tween the: Trustees and the Cnnudmn
: ¢ ﬂarbltratlon board to act forthwith. The j!'

41trators should agree .on the appomtment of an

gs ‘of the Dommlon leway Compauy :

:




‘111 mean that out of any drvrdend declared in future by the Domrnron Rarlway Com
: pany, 2%\per cent (one-half ‘of. 5 per cent) W111 be payable to the exrstmg Canadra
Northern shareholders or theu' transferees. W'e thmk ‘the’ arbltrators should fix thrs
' esultrng percentage once for all. " Tt should be made & condrtlon of the settlement thatt
e mrnorrty shareholders of the Canadran Northern should by deed 1rrevocable appomt

thetrustees ag” thelr proxy “to-vote - therr “shares. Care will: of course: be taken :t
rovrde that the”Arhltratron Board shall have regard on]y to. the Canadran Northern«

, 'hnes, as they exrst at. the date of the passmg of ‘the Act and that ‘any. subsequent
E mcrease of revenue due to the expendrture of addrtlonal pubhc money shall be excluded
e from eonsrderatron ’ ‘ "

THE GRAND TRUNK SHARFIIOLDERS S

; “position of the Grand 'lrunh Company is entrrely dlﬂerent from that of the
: anadran Northern Company. The Grand Trunk Company has five drﬂerent classes
ol of shareholders, .the' Canadlan Northern has only common stock. The Grand Trunk
X shares represent—-to what extent 1t is now’ almost rmpossrble and’” quxte useless to
- ascertam, for the company 1s over s1xty years old——actual cash pard the Canadxan
" N orthern shares represont no cash only a. possrble reversron The Grand Trunh Com e
pany has always pald dmdends on some classes of stock the Canadran Northern com-. " -

N orthern has been economrcally constructed and xs moderately caprtahzed The same
-' cannot ‘be said- erther of the Grand Trunk or- Grand Trunk Pacifie. The Canadran e
N orthern has a caprtal of $o4 961 per mrle the Grand Trunh of $127 340 the Grand ,
; Trunh Pacrﬁe of $98 018.¢ Evrdently the two compames ¢annot be treated ahke Evr~ Sl
- dently also the rrghts of the ﬁve classcs of Grand Trunl\ shareholders differ wrdely as”
. between themselves. We have come to the eonclusron that rt 18 1mpossrb1e for’ us- to
= determrne these respectrve rrghts ‘that any compensatlon made to the shareholders for
the surrender of thelr shares must be made, not to them, but to the company as a whole,
and that the drrectors of the company must assume ‘the responsxblhty of preparmg a
seheme of equrtable apportxonment hct\\ecn tho dxﬂ'ercnt classes, and procurrng the
= \assents and the legal authorrty necessary for brmgmg the scheme -1nto force. S

BTy 'Deahng wrtlr the matter on thrs hasls \ve have to consrder how the falr compensa-
tron to the company is to be arrxvcd at.» The report of the company for the y year endmg
December 31' 191», contams a st'\tement of the share c'\pltal as follows' :




IPE“our pelé[ cent eed g 8
irst preference stoc; p.c =
:Sécond preference stock, 5 p. :»2,530,000 0 0}-° 2,530,000
hird preference stock 4p c 7,168,055 4 6} -7, 168.055 ‘
25,618,055 46| 25,618,055 - 4 26|, ... 0n
" 24,797,761 27| 23,055,436 17. 3 842 3175
50,415,816 ,‘7 ;“1‘ 49,573,492:1 ,£842,324, 5

¢ fp"refere’ce and one-half ,ordmary stock The London Stock

Exchange valuatlon of thxs nommel $240 000, 000 1s at the present time’ somethmg hke
$7O 000, OOO or $75 000 OOO—rangmg from about 56 for the 4 per cent guaranteed stock
wh1ch for ten years. has iecexved 1ts dwxdend in: full (except in one year When 1t Went
one-half'per cen short),,down tofabout 10, for;’ he/6rdmary stock Whlch has nevexj
received a dividend.” - Th

5% Second 4% Third©
. Preference. : Preference.

= ] .gf%,s s’ b
<5 e, 241 16| 3 1 046,036 84 4,013,114 2477 |
5. 615,244 16 1,046,036 84[:7- 4,131,662 59
13 |+ 21 307,622 08 -.3,000,172 21
| 5 615,244 18 -, 3,302,194 87

‘ 5 615,244~16] '174,330'47.." 3)581,183 77

- : 615,244 16| < "14° 523,018 42 - 4,040,852 33
S 148 615,244 16/ - - 2} 871,697 36| 4,669,518 23

o 442,417,871 08 - 615, 244 16( - - 24 871,607 36[- " 4,736°241 22

it 3}--2,120.166 67 # P 2,129,166 67 .
b 42,433,333 33|° o anasiiih 2,433,333 33 '

I 20,307,852 85 6,651,429 12 7f - 74,614,331 20| "~ 4,532,826 29| * 36,106,439 46° f

2(030.',7_8§ 28" 2 :161,433 12 f :453,232 63J = 3.610,64§ 945 .k

i

It w111 be )seen that the average amount pald in: d1v1dends has been $3 600, 000 per -
fannuin So the Stock Exchange valuatlon practxcally cqpltalxzes the dmdcnds on'b
per cent basxs. : And thls, in‘a. rapldly developmg country, mxght be. reasonablc, if the
d;wdends had been earned and could be mamtamed ‘But inview of the statemcnt of -
the’ company’s own oﬁicers that $21 ,000, 000, Whlch ought to have bcen spent-out of -
rex:enue for mamtenance has not’ been 50 spent, it cannot bo contcndcd that tho divi-
dends have heen earned : In v1ew of the further fact that the company has to ‘faco




oney at allin dmdends We regard the entrre share capxtal of the company as belng
‘tnnsrcally of b‘ut small value at the present’tlme On the has1s of present value of

- But we do not. thmk that thxs 1s the only basrs on whlch he people of Canada\
5 should proceed - We thlnl\ thrs is'a case for: generosxty rather than stnct Justrce.\
Canada is’ under obllgatlons to the Grand TrunL shareholders, Who, in- the early days,ﬁ-
w1th but small Government assxstance, and in competltlon w1th the rarlways of the
Umted States W1th therr vastly greater resources, bullt up the first’ Canadlan rallway
- f‘system. . In later tlmes the’ company has had further to meet the competltlon of heavrlyf A
B E subs1dxzed Canadlan rrvals. And it cannot bc said that at any stage of its history the ‘
shareholders have ohtamed excessxvc profits’ on thexr enterprlse On’ the whole we .
recommend that on condltlon of the surrender hy the Grand Trunh Company o£ therr;
entrre share capxtal, guaranteed, preferred and ordmary, the Trustees grant a certaxn
annulty, charged as a’ worlung ekpense on the Whole undertakmg of. the Domrmon
Rallway Company, for the ﬁrst seven’ years, increasing at the tcrmmatlon ‘of that pernod];
by somethme llhe 40 or 50 per cent ‘We have left tho fi gures blanh as there will be L

questlons of cash in hand valuc of stores, etc whlch must mahe the precxse ﬁf'ure sub-
Ject to negotratlon. N But our mcamng is that the ﬁrst ﬁgurc should be a moderate but

1 substantlal percentage of $3 600 000 (the average dlvxdend payment for the last ten “
“years) s e N :

Real Value of Grand Trunk Property ,

be fully conversant with the managcment of thclr propcrty, wrll not only fail to sce any
generosuty m thrs proposal when it is ﬁrst mado to thcm, but mll behcve they are bexng
treated w1th less than’ Justlce.‘ We thmk it therefore well to set out here in summary
. form the result of what has been set out at length in prevxous pages of thxs report. “ f )
Lj[‘he revenue of the Grand Trunk appllcd to dmdcnd has becn, on the average
: of the last ten years,- $3 600 000 S '.' : < -

Thls sum is- nearly equal to le years’ dxwdend payments I =
8. To prevent arrears agam accumulatmg, future malntcnance chargcs must be ,
. much heavrer than in the, past not lcss than $2 500 000 accordmg to the Prcsxdent’

'udgment on cquxpment alone.

i‘We appreclate that sharcholders outsxde Canada, who can’ hardly bo expected to ' e

2 To catch up arrcars of mamtcnance, $°1 000 000 must be spent xmmedmtely. o




deal: Wlth exrstlng busmess,
'Even supposxng the company‘

ah

Nort rn, Grand Trun‘ anvd Grand Trunk Paclﬁ : But apart from general prmcxples, :
there ‘are many stronv arguments for the transfer in the specral cxrcumstanccs of the

case - ; .
. Tl;?nsfer of. Natlonal Transcontmental RecommendedV R
‘Dealing; ﬁrst Wlth the Natronal Transcontmental dt-is’ ewdent the lmo c'mnot be
: ths very name 1mplxes that it was bunlt as’ a N atxonal nghway from ocean
. It cannot be left to termmate ina “dead end at Wmmpeg. Its prospects of
becomlng a payrng concern, and’ makmg to. the people of Cfmada an’ adequatcly ﬁnnn~~ .
ial return for the $160 000, 000 they have mvested in it, are not very good in any cnsc, o

ut 1ts prospects are" hopeless 1f it termmates at: Wmmpeg. ; Wmmpcg is prrmamly a’

: left as it is

; 'oes mamly westward o‘-The Canadxan Pacrﬁc Rallway can collect and dxstnbuto in'the -
West it can, collect and dlstrxbute in the East it has its own ocean ports and cross- !
’Atlantrc nnectrons and the whole of its: traffic between ‘East and Woest it will carry
'over 1ts own road between Wmmpeo' on the i one hand and Toronto "\[ontrcal and the

,iocean ports on the other' Exact’ly the same thlng must happen in the case of tho v

Dommlon Raxlway Company, once ‘the Canadmn Northern, Gmnd Trunk, and Grand -
Trunk Pacxﬁ&compames are combmed into one system If the Nntlonnl Tmnscont1~
nental’ Government Raxlway is left out of thrs system, 1t wxll starve S ‘

‘ Transfer of Intercolonral Recommended
IN THE LOC\L I‘/‘:TEREST.V“, A

We recommend the transfer of the Intercolomal on’ three pmctxcql grounds. the '

‘mterest of the raxlway nndertakmg 1tself TR

EIO N LN

ollectlng and: dlstrlbntrng, rather than a producing centre. - What it does produce, )

xnterest of the Marxtlme Provmces the lnterest of the Canadmn tnrmycr‘ nnd tho



1 a loeal hne, termlnatmg at Montreal and Wlth no dlrect connectlon w1th the marhets,: ‘

‘ “iMontreal whlch \vould cost not less than $10 000,000"to $15, 000 000, and Would be a fur-'

1 expense, or it must have access’ as of: rlght to the Grand Trunk termmals, where at

‘ fserred not by what is after 'lll only a glorrﬁed hraneh, but hy a great through system o
openmg up to them all the marhets of the country on an equahty w1th Montreal
1. Toronto, and the' other manufacturmg centres, admlts of ; no douht. "And 1t 1s m the

,_-\

." And yet raw matenals are readrly
ssrble, and wages are certalnly :as)low as elsewhere Now a. large and 1mportant
{part-of these provinces 1s served only by the Intercolomal “the’ Intercolomal is merely,

i ‘of i s'famhtles to cope w1th lts busmess Elther 1t must construct 1ts own termmals at

i nstance of unneeessary and ‘wasteful duphcatlon of facrhtles ‘at’ the puhhc

present 1t comes in only subJect to the primary regard of the Grand Trunh for its own:
usiness.’ That it is'in. the mterest of .the’ mhalntants of the Marltlme Provmces to be -

/
-dnterest of Canada also, for if one. memher of the hody gains all the memhers gain;

Jocal® taxes’ are as mueh a part of ‘operating expenses as transportatxon or mamtenance 2
i charges and thcy ought to: he pfud \vhoever may he m control of the rallway operatxon. g

o i;x()ana(han taxpaycrs. The c'\pxtal cost of this rarlway, accordmg to the returns of the
: Department of Raxlwoys and Canals for 1916 is $106 ,312,705. "5. To pay mterest on ..

- further aﬂ'ord the opportumty for redressm" a hardshxp from- Whlch the Mantxme'\
Provmces at present suﬂer. ' 'lhe Intercolomal pays no 1ocal taxes, and this cxemptlon\{ s
‘ should cee, .
g streets ‘are’ sthect to the burden of Intercolomal\ r'ul\vay crossmgs, has precxsely the‘ :

- same clalm to’ treat the rallway as a mtepawr and’ assess 1t for local taxes, as if the”-_ e
E crossmgs belonged to the Canadlan Pamﬁe Ralluay. . I]xemptlon of pubhc 1nst1tutlons

2 of the Rallway Commxssxon. U

ot ? 1ndeed recently been mgemously argued that it ought to have earned mterest at a com-
1 mermal rate from its ﬁrst mceptlou, and that ‘all the interest that it has not earned
1 durmg its’ whole cnstence ought to be cupltahzed nnd compounded to ascertam the ‘
: "'xreal cost of the rallway to the peoplo of Canada T T S el .

«,.The absorptnon of the Intercolomal in the Domnuon Ranlway Company unld

It ‘never, in our ‘opinion, had ‘any ]ustxﬁcatlon Al mumcxpahty, Whosef. S

used “for. pur}’:'ly publre purposes may perhaps he Justxﬁed hut in the case of a raxlway,’"

W’e are aware ‘that thereis a w1despread lmprcsswn m the Marmme Provxnces that bt
the Domxmon Govcrnment is nnphcxtly pledged to gue them low rates - Lest, there
should be any fear that these alleged rxghts mlght he mterfered wrth We thmk the Act B
of Parhameut sllourd provxde th"lt no gcneml mcrease of the' local rates at present in .
. force on’ the Intercolomal shall he made b) the Trustees \vxthout the prevxous assent

Secondly, we recommend the transfer of the Intercolomal in the mterest of the

thls mvestment the: raxlway ouf'ht to’ earn a net revenue of, say, $5 000 000. It has .

We cannot Aaceept this somewhat fantastle nrgument. If tlns theory were acccpted

t is mamfest that v snmlar course ought to be folloued in the case of ordmary raxlway




T ewals

_$3 915 193 39 Were report d‘ It is' obvrous that tho surpluses wcrc 1]1usory and tho

ward 1nto the account thevmoney that ought to have been paad
share caplt ir g

A
Whatever uestron : here may be as to he propnety o‘f endeavourmg to earn ;
‘on capltal 1t \

nteres

-ever : ‘early hrstory ffth "undertakmg, and con51der1ng merely. the
years rom 1889 1916 durmg wh1ch th“ gr atest advance has taken place in. Canada,
nd the raffic Canadran” allways has shown the greatest 1ncrease, the- Intercolomal
d still n earned operatmg expenses Durrngrthrs penod the" total

operatmg deﬁcrts reported amounted to $11 188 885 50 The total operatmg surpluses s
ed to $1 651 239 73‘ addr _'on, however, there was, in the years 1912-16 .an”

»f $3 046 406 86,: cha géd to working ‘expenses and’ devoted to renewals, which”
under he accountrng methods in force before’ that date ‘would ‘have been" credited to
surplus Addmg together these two latter ﬁgures, and deductrng them ‘from the deﬁcxt,
w"ﬁnd that i in: the twenty-elght years from 1889-1916'there was an. ccumulated deﬁcrt
eration of $6‘491,232 91, : SR e
And this is not all Down to the year 1908 no charges were made agamst revcnue
for 'n es_sary"renew‘ 1s: and replacements. " Now ow, /when the plant is. added to -and
mpw ed, it e ght to charge\to cap1ta1 the excess cost of the addltlon. ; But
chargmg to capital’ the cost of mere’ renewals and replacements cannot be Justlﬁcd.
am 1908 t111 1911 there was charged to operatmg expenses, under the: head of rencwnls
f rollmg stock rarl' nd tles, ‘the sum of $510 000 per annum. : But thrs was quxtc an *
nadequate allowance, as is shown by the fact that since then, m addxtron to thc annual

510 000 the urther g m‘of $3 046,406. 86 already mentloned has also been charged to

f e LT

" (ch em as renewals to capltal account is. clcarly showu
Y. the growth of the cost of the rallway per mrle of Ime In the case of a new hnc, thh
_terrrtory and the necess1ty for new" tenmnals and mcrease”
ﬁgure may not prove much But .in the* casc-of - an old~cstab<
hshed propertyv llke the Intercolonlal -it certamly, in part, mdxcates operatmg losses -

and 1mproper capltal 1nﬂat10n The return of mlleage for” the year 1899 shows 1 315 i

mnles, wrth a cost per mlle of. $37,957 36 ‘For 1911 ‘the mnleagc 1s shown to bo' 1, 455

.

nd the cost per m11e ig’ returned as $57 419 87.: In thlrtecn years, thereforc, the capxtal

‘cost of thesystem per mlle had been mcreased on the system s ‘books’ no less than 5127

per’ cen 'vDurmg the same thlrteen years, surpluses of $1,594 ,954, 64 and deﬁcxts of

deﬁcrts much greater than returned.
Smce 1911 the cost per mlle has further mcrcased but thns is largcly duc to expen-
: 0 w1th the new Hahfax Termmals, legrtrmately churgcd to capxtal

T e ey



- ior 'exarnple, the Grand Trunk Paclﬁc Dry Dock at I’rmce Rupert and the proposed
‘ arbour 1mprovements at Hahfax. )We would leave the‘ Trustees to settle by agreement

- whlch the Canadlan Northern Quebec is the most xmportant the parent company, n
o though m every case”it has a controlhng mterest, does not own’ all the shares. - We T
- thmk the Trustees should at an. early date, by. ngreement or by legal procedure, take i
: steps to acquu‘e the outstandxng shares.-: This is desxrable, not only to avoxd possxble 3
oonﬂxct of 1nterest hereafter, but also to avo:dfany necessxty for keeplng separate
accounts LR N .
- ‘,;We ﬁnd that the tltle to certam property WhICh is used for rallway purposes ‘has
not yet been vested m the Oanadmn Northern.‘ It was among the coudltmns on

r‘~~ o s , g }[eldb:;‘y,ofr llxdoets.d ;;‘1 i
= ; PR on a el atside |- 100
ok  Total Sharo Of Canadian |- of Canadian
it " “Capital. . | o Cshadian | of Canadian |
‘ N I T L R PO R
anadxan Northern Quebec Rallwny Co i 9,650,000 {,;f g'm.?'gg} ' 2,405,400
Quebec and Lake St. John Railway . 4521000 | ', ', 1 R
S Duhxth Wmmpeg aud Pacxﬁc Rax{way Co ,000,000 ,‘«, 3.000,(?00 |- -2.910,009 .

‘But these are presumably only dlrectors‘ qualifications. .
‘e The Caxmdw.n N orthern Railwa;

N\

Company owns $2,000,000 atock of the Canndnn Nonhern

’“‘30 owns 71'9 per cent of the stock { the Northem Consohdated l{oldmg Company. Lunited. whlc

: stock of tbe Cnnadmn Northern Qneb

nThere are also oumtandmg small amounts of tmm 500 to 3 000 sharw in other companles

ebce dmctl
: owns $5 144,

ic‘*




: ures to the amount of $25 OOO 000 Were placed m London, in the years 1911 and 1912'7

:them upon Vthe assets of the company subJect to: ex1stmg charges, but entltlcs t1101
. hol ers 0 recelve mterest on]y from mcome 1£ earned Smce Ju) une, 1915, no mtcrest', |
‘has been paxd The\Dommlon Government in: 1914 recognlzed that in respcct ‘of capxtz‘ﬂ

Athe umﬁed system.‘ Andhwe thml\ that. .on its- own’ ‘merits their case 13 cntltlcd to-

'h':h he Governmen loan of $45NOOO 000 was grantedvxn 1914 that thrs should be
one W ;.pomted t

t 1s, we’ understa d,\m the hands : ‘;,
we understand » because 1n the llmlted txme at’ our

80 ay hav a stock control of\the company. ; :
e th nk that the Act should vest m L the C‘anadran Northern Rallway' Oompany
all'lands which have actually ‘been put to the purposes “of the raxlway system, sub,)cct :
to al 'equmes (otherfthan:those' f anyf £ ,the aﬁihated companxes, or of. Messrs.
Mackenzrei& Mann, lelted ‘or. of - those gentlemen in- thexr personal capacxtl s)
outstandlng at the date of the pubhcatron of thxs report. - ’ :
that the Act shouId also refer to’ the Exchequer Court for arbxtratrou
“fall other outs 'ndmg equmes, i any.‘ “m:

It isof | course mamfest that,
to the extent o Wl’llch utstandmg elalms. may ‘be found 10 emst 'reductmns would
hav, ;yto" be‘made in. the' valuatxons ‘which" we* have placed upon- the assets of the
Canadlanf Northern "Ra1lway Company oA Lh

L/

Vn' 5 b per cent Oonvertxble Income Debentures.» These deben~ ¥

The trust deed under Whlch they were 1ssued charges

the e Income Debentures rank . front of the Government’s own’ loans. CBut tho
ncome on them is not bemg earned Nor i is it hke]y to be earned at any rate in full :
in the proxrmate future ,The fact however, that they are a’ charge upon ‘the. assets, ’
or rather ‘upon: certam assets, and 1 upon the i 1ncome, if earned, of the Canadian Northern'*
or some portrons thereof mlght cause comphcahons in: the operatxons and accounts ot

sympathetlc consrderatron We. thmk that the Trustees should negotiate a settlemcnt A
"xth the holders, on the basrs of substltutm" for their’ rzght to 5 per cent in the -
1 : rrght to recewe exther a- lower r'xto of - mterest say, perhaps h
3 per cent from t e’date of vestmg ‘the’ Canad:an Northern in the Trustccs, or in the
alternatwe, say, 1 per cent at once, 3 per cent after a ccrtam date, und per ccnt from

’ '(

Ca

} and Transcontmental lmes as Icgal
and they would hold tho Canadlan Northern, Gr'md




RAILWAY. INQUIRY  COMMISSION

“

'should be that all the rarlways should be operated as one system For purpOses of day to

H mem ers of Whlch the Trustees should have power to add to themselves not more than
s four oﬁicers havmg the rank of vrce-presxdents. Sxttlng ln ‘this commrttee, these ofﬁcers
s should have votes. equally thh the Trustees. But all matters of _policy* and finance

b the Trustees whether they would operate the rallways as a smgle system from one centre,
L br whether they Would constrtute t\vo, or 1t may be more, grand lelSlOnS i ;

" complete and self~contamed system of "0 000 mrlcs. The present ﬁxcd charges amount
110 ab,out $34 000, 000 per annum, or $1 700 1 per rmle. If we allow another $6, 000 000 for
e anuurty to Grand Trunk shareholders, for composrtxon with' Canadran Northem Income
: Debenture holders, and for mterest on new capxtal requlred 1mmcd1ately, there wrll be at
the outset ﬁxed charges ‘of. roughly $40,000,000 or $2 ,000 per mlle. In respect of the
3 777 mrles of th1s system whlch are comprlscd in the prescnt GO\ ernment Rallways

v there will not be a smgle dollar of bonded mdebtcdness. -And this fact will be of con~
: ‘s1derable help to the Trustees in thclr necessary ﬁnancmg. We nssume that, m addutxon ‘

to thepurchase of equlpment by means of eqmpmcnt trusts; it \vrll be necessary to raise-
-a good many million dollars for 1mprovcments and bettermcnts, some of whlch such as'a
new Grand Trunk yard at’ ngara Falls, are- very. urgently needed ‘at the present

: pon the Intercolomal and Transcontinental lmes, nnd sccondly upon all the remammg
= lines of the. system, subject to’ the existing - mortgages., The amount of . the’ mortgage
] f-rshould be unhmlted.» The rate of interest on eqch issue- should be determmed at the
-time the issue is madc W'e ‘do not. think that an express’ guarantee of the Government
would be requrred For the Intcrcolomal whxch has no bonded mdebtedness is now

2

-] the Canadian Paclﬂc Ilallway Board are satlsﬂed that the change has been an lmprovement

[ ':‘ ,ltS transfer are completed The ultrmate purpose, to be kept m mmd from the begxnnrng

hould be reserved for the‘Trustees alone. - We \vould leave it to the future dnscretlon ot o

T AR

y;‘moment We suggest that a General and Refundmg \[ortgage be created charged first . i

- and ltWe understand that the Canadian Pacific Rallway. had at one ‘time lndependent operatlng
1 thi h‘;’-m" Vice presidents,.for the lines East and West respectively; but that of recent years -
‘this has been changed; and that now the whole system is controlled from one centre, and that - ©




e

' untxl

VLR TP R

ca:’ Be made‘ t provrd

; n‘mmd both by the Trustees and by the pubhc, that the real

ake no general reductlon in rates, unless ordered 0 to do

na further w‘: thmk that reductlons, in favour of certam classes of ,
”‘whwh brmg the rarIway rates below a reasonably

: 'n‘tov certarn person and” certam places ‘at the expense of the

raxlway rate reduced to an’ unremuneratlvo basxs. 3

Trustees should have the W1dest powers i
ill have to;deC1de how bes jthey can secure both ei‘ﬁcxency ‘and _economy by combmmg
y ave bee hltherto oompetmg systems. They ‘must dccxde ‘what new connectxons
shorter routes;  which lines shall be ooperated as main lines and k
h only as branches; in what ‘cases two smgle lines can.be used as one double’ lme, 1
netv; extensions can: be proﬁtably built; how new’ capltal can ‘best be provided;.
Whether ‘any of the eznstlng hnes shall be, at. least temporarxly, abandoned, " But they
: should ‘”lways keep in mmd that .the intention i is, not to establish local monopolxes,
-but to maintain reasonable competxtlon between thexr system and that of the Cann' i

asons whlch We have grven above. But We tlnnk it

the Government rallways. For-though the i

Gove‘ ' ment rallways have no separate capltal account, properly so called thelr construc- ‘
ti has cost the people of Oanada $276 000 000 and the people of Canada are paymg

i thls "i:nount every year out of the general taxatlon of the country. - d
d g further nd lay it down in terms in the Act of Parhament creatmg the :

' f the Trustees to operate thexr system as a

1 terest ata reasonable rate was earned on the whole
And thls for two reasons.; We beheve that the

princxple. Therr effect i is to' conceal. the fact that a

':toybe‘glven, as to’ wlnch it is not for ‘us to
d be openly voted by Parlxament and not gnven

unsdlctmn of the leway Commlssxon, the;»»
n the management of thexr undertakmg. ~They .







.Operating rev;én{les.. B
Operatmg expenses P

35476, 275 'oe
25,244,186 12|

/104,399,281 20
79,991,420 36"

) : Net operatmg revenue
Outsxde operatxons

:| 10,232,088 94

e Operatmg income. ...
"+ Other income.:.. :

”"9 490 580 83} ~19,

9, 490 580 83

el Interest on lunded debt
Other charges.....
5 Dmdends... aees

"9 885,153 14

Total income deductxons.. il

Surplus and loss for year.

Proﬁt andloss 1tcxns..

: Loss 900 582'

: ‘Add Intercsttobeprovnded for. liveneiveis 7 -5,445,389 56].....,

"”Add RF:tmated loss, Princo Edward lslami )

o
wny.\

cesveccsnasnsnsal.

Totn.ltobe provxded........l

csesefosisreseacqeanaa|s

“Béfore' éhafgcs.‘ ;',,' tDi{'.yox_x gixzi{nn;eed stock. ’

N




g arges, the cost of settlement thh ‘the Converttble Income Debenture holders of the :
Cdnadlan Northern, of the annulty payable to the Grand Trunk shareholders, and the
in erest on the‘capltal necessary “to complete the system and to. make ur"‘ently needed
be terments aud addxtrons. Further for reasons we have already gwen we do not
eonsrder that the Grand Trunk dwrdend is* a real net surplus It ought ‘to go bacl.
: ,mto the mamtenance of the property..‘ On the other hand the economles resultmg
" from the amalgamatlon of the Canadran Northern, Grand Trunk and Grand Trunk
Pacrﬁc ‘systemis’ ought to be very largc, as soon ‘ag time 1s allowed for the ehmmatxon;
of ‘wasteful duphcatlons We do not venture to predrct “but wé shou]d hope that the BRty
ecc nomles wxll at least balance the addxtxonal charges for new capxtal ¥
If then We tgke as a startmg pomt a deﬁcxency of roughly $12 500 000 a year' 1f
~wda assume that this Wlll not serxously mcrease for the next year or two, but Wlll not, on-
3 other ‘hand dlmnnsh then m order’to reach u* posmon of solvency, the Domlmon ‘
) uld need to earn an addltlonal gross mcomo of some " 50, 000 000 and’ to
. rfe ain one- quarter of that amount as net. The present gross mcome is: well over $100 - , i
- QOO 000 and it'is not unreasonably sangume to hope that 1t may 1ncrease "50. per cent
“ : the .course of six’ or seven years, if Canada contmues to progress at a normal rate :
, But that depends, not on rallway mamgcment but on. the 1nealculable future. . ';): -
We do not make any. detallcd cstimates elther of probable earmngs or of’ probable
5 ‘rfduetlons in operatmg costs to. be obtamed by the Trustees system \Ve have however,: o ‘ )
‘ very conﬁdence in- the country, its resources and possxbxlmcs. R S S B
1 vThe Canadlan Pac:ﬁc has been and is a great success. -, Combmed under a common LR
g nanagement, wrth one cvenly balanced transcontmental system in the p]ace \of two dls- R
omted ones, with adcquate branches both in the \Vcst and in the East, we are conﬁdent
that in the not far dlstant future the success of the Canadnan Pacific ought atleast to"
b very large extent, to be repeated The Dommlon Raxlway at an carly date should have ; S
2 hn' operatmrr revenue as large as that of the Canadnan Paclﬁc . With proper econorme
e hnd - pohtxcal]y undxsturbed managcmcnt the attamment of a: satrsfactory ﬁnancml BT
esultlsonlyaqucstron of time. L e ; : S Dopta e




: Vthrough frexght tram are not Iess than 80 cents a mlle. Fxfty
1ult1ply thls b"' 365 and there isa eavmg of nearly $15 000 per

sufﬁcxent to pay the mteresr on} $500000 Grand Trunk Paclﬁc 1

e have referred more than' once in thxs report to the Board of Raxlwny Com-
‘lssmners for Canada, and have recommended that the systcm of the Trustces should

.






