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In the valuation of - the, Grand- Trunk Pacifie Railroad, inasmuch âs the quantities -
had bèen estimated "and; officially - apprôved by the: Government through• its , çonsulting -A .

éngineer, Sir `,Collingwood - Schrieber, were on file; ` these quantities were assumed ' in. .
our estimate as correct: There was ynono, occasion for. us to go over work which . had

already been dône,.by ânother branch of, I the Government, and without doing so we, .
. were'of course not in a position to criticize the results obtained : -_ - .. ,.

~ ,W`ith reference to unit; pricés, however, we usëd .. - figures which , we considered

reliable, without any reference to .those which had', been paid, âlthough the latter were

available. -`It was found that in- the construction of the .Grand Trûnk Pacific; the work
had been let in sections, and that the unit prices for the same items, even in adjoining

sections, varie& substantially-from each' other. This ôf: course was to- be égpected,' - and

resulted, in some cases from adesire on the part of the contractor to substitute his`own ,
jùdgment; with reference to estimated quantities, for the preliminary estimates of .-the._
éers.' understand. that bids for eacli section °were let on the basis of the total .

cost, computed on preliminary esbimates of quantities .,Such a preliminary estimate,

ïnight`have shown, 500,000 cubic .ÿards of earth excavation, and 50;000
for 'instance

~

cubic yards ; of rock excavation . After , examining the ground, however, the contractor

might have come to the conclusion, that the amount of. rock excavation would much

exceed the éstimate, while' the amount of A earth excavation • would be much below ' the ; . ::

èstimate . . He iriight,'therefore, bid ti low price for earth and, â, veryhig li ,pricè . for

rock, and Set be the lowest- bidder on the .basis of the èstimâted ' quântitiés ; and if his-

judgmënt as to the relative amounts of . eârth and rock should' prove correct ; hê might

make a very .large profit, since he would be paid- the amounts bid per cubic yard for

• the actual quantities .egcavated .
Furthermore, I was informed that .in certain contracts ôn thisline, the prices had

been changed after the contracts had beén let, and that thèse prices' had . been made
retroactive. Apparently. the conduct of the work itself was not under - Government

supervision, although the Department of : Railways, as previouslÿ{ stated, estimated and

apprd'ved the total quantities paid fôr. ? - l
The unit prices for the Grand .Trunk Pacific,were therefore fised, :in the.present

estimate; in the saine ,manner as for the Canadian Northern, sometimes varying from

the, latter, hôwever,' even in-the same district, on -accôunt of local 'conditions"-- or his- `

torical development .
`~-

..' : OvEnIIEAD ' ,CHARGES . , .,.. , . .. _,
. . .. : , , ,
_ ', ~ ` ,. ' ` ~• , e,

. . t .

The :elements of value. which have been réferred- to hithertoz represent only, the ,

phisical elements of the property. - In addition to these, . however, there are-other ele-

ments, involving costs which are just as tangible as the cost of the physical elements,
namely, the so-called overhead charges ., which include contingencies, eng ineering,"le;a1- .

vxpenses, , promotion, , organization and administration, ' interest during _ construction ;

taxes and insurance during construction, commissions or cost . of financing ` and secur-
ing the necessary capital . These are all proper and necessary expenses and must be

incurred. ° They would ; therefore, enter into the first cost "and shôulc~be included in an'
N.

%estimate of the côst of reproduction.
(a) Uontingencies .-This item covers, . in general, i all üncertainties in the ésti =

mates of quantities and unit prices . ' It is unavoidable that - in making an, inventory
of a property some items will be left out, perhaps , because they are unseen or under

ground.' There are also uncertainties of many kinds," as for . instance, with . reference

to the foundations ' of bridges, in which case the characterof thé underlying soil, the

method of constructing 'tho foundation, and even the dimensions may be uncertain

unless original plans are available . .~ ,
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Again; accidents of . greater, or less seriousness are practically certain to occur in. 4: , •
connection withany'work,'inbolving-costs of greater orless .magnitude.' Furthèrmore;

. . . . _~ . -~ , . . . u
temporary' structuzes may be'required " during : the ~ construction and largé quantities of

matèrial may- be used~ in fills_ over sôft~~grôund which no 31nvéntory or, surface examina-

tion'would disclose There âre: many" instances of this on the lines :which we .have con-

sidered,' where - so-called mùskegs' have ' caused- large expense which is . not included in
: . .

the valuation of tangible ôr ;visible items . Liberal allowances have been made for .mus=

këgs and- other cases~ of -hidden` quantities, -and these `allowances together with the allow=

ànce for contingencies, in my opinionfully` covèr these '.üncertainties . ,

~.If : the vâluation of -"a property is -based - upon -an - inventory , of those ahings r only,

which can be, seen or discovered from original plans,- it is almost certain to bef too

low. { Suppose; for instance; that ,~ fifty ÿears` from'now ' a valuation should be made4of

the Quebec Bridge. '.,,The 10,000, tons I of steel lying 'at , the, bottom' : of', the ; river , woul

d notbe observed' and perhâps, would be'forgotten : -J ; Accidents for which' nobody can he ,
.blanméd are likely, to ;occur, and rëpresent a certain or .'uncertain cost 'which is always

include& in-the total.
It . is- sometimes -ârgued that no allowance for contingencieà should be made in. . ., s

the `valliation = of an ='ësisting' propérty, although ` such' a llowance is reasônablé, in' an

est imate of cost made beîore the 'property is constructed. My own opinion' .is that an

allowance . for. -contingëncies is probably more. justified in' the "former case"t an, in the, . .
latter, althoûgh it is-fully ,éjustified in both .

The àmount' of ; this allowance should vary ,with ` the complexity of Ahe, propertÿ,_. .
its charâcter,`the possible uneertainties, in, the valuation, and other elements . In thQ , ,
preseut valuation : -I have allowëd for' contingencies, 5' per - cent on the Cânadian

Northérn' linés for the Prairie Division, 6 per cent on .`the nliries east of .Port drthur,

tivhere there are more uncertainties, ând 2 :per cent in -.British Columbia }vhere the :
actual ~ pay , , qùantities were known" ' and - were assumed jn , this valuâtion.

' On theGrand ,Trunk Pacific, inasmuch as the actual paÿ quantitie's were assumed, '

.the, allowance for contingencies was 2 per cent in the Ilioüntain section and 3`pér

. ., çent in the Prairie section. i

On the Grand ;Trunk Paci fie it has been assûmed at 5 per cent throughout .
. . .. ,. _ • t _ -, •, . ~ . . ,. . . a ,
(c) Legal Expenses.--This item includes the salaries and expenses of law , ofiicials,

costs of litigation, and an9 other legal expenses which may be incurred : It may be a

Tery , small item or a very large one, depending upon the character of the property- and

the circumi tances attending : its,construction. - This' item does Iiot include " .the cost

of acqûiring land,- wbich is inclûdéd in the valuation of `right of way and real ostat.e.

In this estimate legal eapenses have_been assuméd at one per, cent .

(b) ngzneermg. - _,

as well as the final plans, and the engineering supervision of all con'strüction and--plans, .
other work.

The probable ~' ~
. .. -

allowance for this item is, . of „course, like .the others,'cery variablè,

- depending upon : the difficulty, ' charactër and egtent . of the work.- For a railroad in a

mountâinous region, the actual costof- engineering would bè much greater than for ,

a railroad in- a Prairie region, ~ but on account of the '-greater cost ôf, the former , line
large undertakings thëper milé, it might be a smaller p ercentage of the totàl cost. On

percentage for engineering will generally - vary between 1~ 5,and . 10 per cent: . _ . ` ~ .

In the present valuation it has been taken at 5-per cent for the Canadian Northern

, 'on : the Prairie Division; G'per cent on the main lines' east of Port Arthur ; 5 per cent

on branches ; and 5°per cent in British Columbia, the percentage here being less than

on lines east of Pôrt Arthur, on accôûnt -of the much larger cost per mile of the line'

in British Columbia.' : In other -words, on the Prairie lines we bave allowed for -"engi-
, I Ir +,* sect:n ., ~,hn„t A3_500 ner

É' =This inc1udes the making of all preliminary investigations and

u~•ering about $1,000 - per mile and on the ocky oun am
. . .. . _,

mile. ` : .
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(d) Promotion, Organization, and Adminisfràtiôn .-T he cost of promotion- is cer-

tainly- a properlcharge against an undertaking. It is`,necessary ; for, some ,one to take

the initiative,` and procure* the necessary ï: information, interest financiers and othérs,. .. ,
and so ' initiate . the work . - Negt comes ~ the cost -of orgâniz'atiôn, which -includes the

incorporation .and organizatiori of the coinpany, _ the sécüring of franchises - and simi-

inrsteps,all 'of which cost money. Aftér" the organization of 'thé .project is its adrriin-

is t'râtion`:throughout .the period of constrüction,including salaries for, general officers,
agents,--accountants, clerks, and - all~ ôthër-employees not . included in . the" engineering

.. • . _. .
. and•-legal.:departments,` and` all administration e$pénsés for materialsstationery,

printing; travelling, etc. ,
. .

In" thë present : valuation this item has been assumed- at one-,-p Ier cent, except in :

both lines in British Columbiâ; -where it has been taken- as three-fourths of one per

cent.
• ._ . ï. • - . ., . ~. -. . . • . .

ê Taxes and insurance -, during cvnstruction.=.-Certain
J

=expenditures are neces-

--absence of znore dèfinite- ( ~ . .
_ sary under -these `heads. - In the present valuation, in the

s-
~ . .

information, they hâvé been assûmed as one për cent, and one-half per cent in British

Columbia ; ând on: brànches in . the East.

arge is theinterest
(f ) Intêr'est durzng construct•con Animportantoverhead ch

on money borrowed or ; invested in the . property , during the period of
"
construçtion. It =

. . . . . . . • _
is unquestionably a proper charge. Its amount involves_ an , assumption"as to the - rate

of interest` and the period `of construction . -.' The rate of interest .must be that,which .

would ~ be charged in- the case of : a new company, and not the rate ,which , the' sam

e company could command after its successand credit has tieen-éstablished

In the présent• .valüation the interest raté has been assumed at 6 per -cent . and the

pé'riod has been varied, as shown in the tabulation ôf ,overhead charges which f ollows .

:-(g),- Commissions,-The' côst of financing and securing'- the necessarycapital

with which tô carry out theenterprise is a necessary,cost .
11 •This does not'include dis-

,. count -on securities, which I do not regard in general- as a` proper overhead charge,

but simplÿ . as -an" adjustment of interest, which shouldbe amortized a#tér the com-

pletion of the wôrk
. If a`company sells its'5 per cent long term bônds at '80, it could probably : sell-its

6• 5 per cent bonds at par. - If it adopts'the former course, the fact that it,receives on1j , -

$8 in cash for every $10 par , vvalue of securities, has nothing to do with the valuàtion

of the property. In the case of any given• company, at a given time, the total - annual

charge involved in` a bond issue, for . interest and amortization will be very nearly the

same, no matter ,what the interest raie carried, the term and the, price at which the - ;

bonds are sold . If fif ty' year 5 per cent bonds aro soldât 80, Ythe investor, assumings that

he holds the bonds to maturity, may be said to receive ~6 - 25 pér cent interest, plus a

sum - which, •if.: contributed annually and put at ' interest, will amount to $20 in • fifty

years, or somethi ng : like .0-25' of one per cent, a total of ,about 6-5 per? cent . At all

events, the company, if vit provides for amortizing the discount, as it should, will pro-
vide this`sum out of 'earnings .,'fDuring the fifty ye,ars, if ; the credit and ;financial

the price of the bonds should gradually rise . tostability of the company remain gôod ,

par . ljndër the same circumstances, 6 1 per ,, cent bonds should bring par. - The com-

pany has the option of issuing bond q at par, or lôwer rate bônds - at a less price ; in

' as meither case, if • A• • provision, is • " made for amortizing th
eér wha

t discount
, the sratoho

foul
d inbtcerest : mao

rde,tho
dis-

" total. charge for-mterest ~le ~ the
the physical valuation, the"company' m

~is-

count., • If bond " discount ight
boost the value of the'property to 'Almost any extent, without increase of annual interest

charge, simply by selling securities at a discount .

' It is not intended-to question the :fâct that it is frequeritly wise to-sell bonds at,

a discount, 'nor., that it is' sometimes desirable tô give shares of stock us a bonus with. - ,. , . , . :



I
I

RAILWAY INQDIRY C'O31dfIS+SION

- 7 GEORGE N, A. 1917

a-blôck of : bonds. ~ Suchtransactions, howéver,` are merely part of , the methods of

financing, and have no" bearing on thè physical valuation:

It is proper, however, to'charge a`fair percentage to cover' the expenses of interest-

ing financiers, paying for such examination or investigation as - t~ie9` may desi r̀é to make °

befo re undérwriting and the proper expensebf marketing the sécurities : >; In the presént

valuation,' tlie allowânce for commissions has been taken at 3 per cent. While this may
~ . . . . . -

be generally .lowfor a new
.,
property, yet in this case I think it ample, , considering that

the bonds in this'case carried a Government guarantee . '
Some : of these ôverhead charges , apply ` not onlÿ to the valuation of the~ phisical

elements, but to some of the other contingencies. For.instance, the cost of engineering,
= . .

is' a percentage of the cost of the work including contingençies ; the cha'rge for interest

is for interest -on ` the money egpended,=riot only for the physical items, but ' for contin- .''

gencies, engineering, etc. The charge for commissions is a certain ' percentage on the

total amount of capital invested in ' the property; including all other ' overheads and,

indeed, `including itself.
These overhead chargés can only . be ' estimatèd approsimately, and they would . -

undoubtedly vary in the same property depending upon the date of construction, or the

engineer in clïarge,'or.the promoter, or . the fiscal agent: All that can be done in a valu-

ation is to allow, reasonable amounts . ~ The total of these overheads, however, amounts

to a
I
considerable sum, so large 'as to be surprising to those who have not givèn attention

to this phase .of the question,
.
or who

_
have .the idea that a property onl y costs what is

r physical property. ;;necessary to paÿ fôr steel,or concrete or land or othé I~
The following" tables' show , the method by iwhich the ` overhead charges " in the

present valuâtion have been determined, and the 'percentage ûsed.
. ._. . . ., ~ . _. . - •

In these tables, .unity (1) represents - the t.otal ; estimated'cost of reproduction of

the physical ; items, `tyithout any ' allowance for, ôverhead charges. If : 6 per cent is

allowed for'contingencies, then thé total, with this ' allowance, will be 1-0 6. If .G per

cent is allowed for ; engineering, this 6 per ` cent is computed, on the, total with côntin- .-

- gencies, namely, 6'per, cent of 1•0 6, which equals' •0G3G, which, added to the previous -
total .(1 • 0G), gives a total, including contingencies and engineering, , of 1•1236 . ~° In

this manner the total overhead charge has been computed .

On the Prairie Division, where the+srading was'less, and where there were notso

many hidden or uncertain items, allowance, for contingencies was ' taken` less than in',, ..
the Eastern Division where there were more muskegs and generally greater uncertainty .

The principal iteni of overhead charge is interest . ' In- order to estimate `this; a

- programme of construction had to be assuméd . , .SVe assumed that the main line would

be constructed in ' three years, and that the- payments would be .made practically ùni-

formly throughout that time . . The interest - charge would, therefore, • be an average .

d of one and gne-half ,years on the whoWe4 penditure. , We assumed the, interest ' .;- ,
~ .ratè'at Gper cent, making the total interest charge fl,per cent on thâ entire expendi-

ture including .previous overheads listed in the table. For .Branch Lines, we assumed

that the period of construction would be one and one-third years, or practically two
working seasons, making the average period two-thirds' of a year, which At G per cent

would make the interest charge. 4 per cent on the total `cost, including previous over= ,
heads . '

With re e allowed in our estimate of thof rence to the land values which we hav e
cost of reproduction, it has already been explained that, for the right of way in general,

we allowed double ôur éstimated value of adjoining lands . To this has been `added, for

overhead charges for the main line, 2 4 , per cent.,, Our estimate, therefore, of the cost

of reproduction..- is practically' two and one-half times our estimate of the fair normal

value of adjoining lands . In cities we have allôwed for the cost of reproduction, about

25 per cent in oxcess of the value of adjoining prope rty.which, with the addition ôf 24

per cent for overhead charges, makes our estimate of the cost of reproduction 1•55 ~

times the fair normal value of adjoining property.
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The`rè is no" question ; in m~ mind, that our estimate of the cost of reproduction of
` . ♦ ._ .. . . ... , . .

the right of
,way and real estate is liberal, and not fairl y- openjo'criticism as,being,too

low. > If anything, I beliève it is high . It mûst be borne.in mind,'~however,-that this

estimate includes all costs , of , acquisition, includi hg- damâ.ges; , and it ' is intended to be '

an estimate of what it would cost to acquire thesé properties ùnder normal conditions .
It' must . be borne in mind ' also; that ' much of this right ôf. way when the .railroad .was,

constructed, was" in undeveloped territory . of üaittle value ; and, indeed, that much of, it

is still"of . very smallt value .

i

CANADIAN . NORTHERN RAILWAY.

Eastern Divis{on; 3fain Irine, East `of ; Port Arthur:

OVERHEADCl3ARGE8. Total without
overheads -1 .

Say , 24 p.c.

A. OnM ail 4 tems except land- • Total.
-(a) Contingencies; 6 P .C. : . . . . . . 1'06

(b) Engineering, 6 p.c. on 1 06 . : . . : . • ~ . . • . • . • 1*123 6.• • •' ~ - .. , ; ~1'1342'r
(c) Legal, etc;, 1 p.c. on,1'06 . : ' . . . : . . . . . . . - . . ° . . . - .••~• , '.
(d) Administration, 1 p•c•° on 1•07 : . . : . . . . : .' • • . ~ • • - ' • • • • . . ` 1'1449

(e) Taxes, say1 p.c. •• .•,_ : . • . ; .. . ~ • 111549

(f)Interest, :3 year-period,, say, ;9•p .c.'on 1•1649, : • . . . 1•2588 .

(g) Commissions, 3 p.c. ~ on 1'2588 : . . . 1•2966

Say, 30 p.c.

B. On land-
(a) Administration, eta, 1 p .a . . . : . . . . 1•01 . .

• ~ • " • •(b) Taxes, 3yearsat I P•c .=1â p.c. 1'025;
. • . . . . '

(c) Interest. 3 years'at 6 p.c. equals 18 ~p.c. on 1'025 : 1120951.
(d) . Commissions,' 3 P.C. on 1•2095 .' . : . . . > . . . . . . : : : . . . " : : . 1•2458

OVERHEAD CxARGES. Total without
overheads =1..~ ., . ; . . -

A. On all items • except land- Total . -

(a), Contingencies, 5 P .C. : . . . . . . . ~ 1'05

(b) Engine ering. 6 p.c; on 1'05' , . . . . ~ . . . 1'1 '025_'

(o) Legal, etc., 1 p,c., on 1•05
i :06 . .
. . : . . . 1,1130

(d) Administration, - 1 p.c: on ~" . .':~ . 111236
(e) Taxes, say. .1 p .c. . . . . . . .• . .~ : . :•.~ ~ . . : . ., : . . ., 1 '1336

(f) Interest, 3-year period. , ~ Average 1 i .yeara at -6 P.C. equals 9 P .C.
on 1•1336 . .p 1 3 3 6 . . . . . . . . . ... . . . . . . .*. . ,. . • • • • ~ . . . . • . . . 1•2356

(g) Commissions, .3 p .o. on*1•2356 . . . .~ 1'2727

Say, 27 .2 p.c:

B. On land-
As on ' EasternDivision, main" line, 24 p.c. ,,. ~

` NoTE : Special terminal appraisals made by special engineer include, all overheads . '

~

CANAP IAN NORTHERN ItAILWAY.

Eastern Division, branch itnes east of Port Arthur. } *

CANADIAN NORTHERN RAILWAY.

Prairie Division, Main Line.

OVERHEAD CHARGES. '

A. On all items except ` land- y

(a) Contingencies. 6 p.a . . . . . . . . . . . . • • • • • •
(b) Engineering, . 5 p.c. on 1'06 . . : . . . .• : . . . ' . : . . . . , .
(c) Legal. 1 p.a on 1•06 . . : . . . . . : . . . . ' . . . : .. . . ;
(d) Administration. 1 p.c. on 1'07 . . . : . . ; , ., . . • . . . , .

. : . . ~ . . . . . . . . . . . . . . . . . . . . . :(ç) Taxes. 3 0 .e.
(1) ` Interest, i (1-year period), say 4 P .C. on .r1393 . .
(g) Commissions: 3 p.c. on 1'1849 . . . : . . . . . ., . . : • .

Say; 22 p .c.

i3 . On land-
(a) Administration. 1 p.c. . . . . : . . . . . . ~ . •
(b) ' Tnxce. 1 yaar at i p.o .
(c) Interest. 1 year at 6,, p .c., 6 p.a on l015.'

(d) Commissions; 3 p.a on l'0759 . . . . - . . . .
Say. 11 P.C.

. . .

Total without
overheads-1. ~

Total.
1106
1•113
1•1236
1'1343 _

, 1'1393
1•1849

, l'2204

1•01
1'015
1'0769 `

,1'1082
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CANADIAN NORTHERN RAILWAY.

Prairie Division, branch lines.
O VERHEAD CHARGES. ~ Total withou t

overheads'cl .

land-
-Total.

A. On all items, except- 1 .05
(â) Contingencies, 5 p .c.' . . . . . ~ • . . . . . . . . . : .1 .1025 ,
(b) °Engineering.~ 5tp.c, on 1'05 { . . 3 . : . • • ; .• •• .~ 30

,. 1 p.a• on~1'05 . . Ï . . . . -- ~> . , 1•12(c) Legal, :etc.. t . . 36
(d) Administration, :1 p ., c. on 1'06 . ; • " . • . `. " • • • • • • • ' -1•13 36. . . . . , .• ., . . . . . . . . °
(e) Taxes, say 1`p.a. . . : . . . .. . . . . . . :' . . . .

(f) Interest, 1-year. pleriod ,, J -year at 6 p.e. -equals 9,P-(-' on 1•133 @. 11790. . . 43say 4 : p.c. : on A'1336 : . :' . . .. • •: ' • ' " •. . . . . _ .r _ 121
. . . . . . . . . . . . • . ~.• .(g) Gommiss ions.3 .p:c. on 1 • 1790 . . .-

`
.

Say, 21'5 P .C.
B . . On : land-

(a) Administration, etc. .' 1 p c. .•• ~

(b) ;Tax.es, l year, h p.c . - . . - . . ` . .

(c) .Interest. 1 year.' 6 ' p.c. : on 1'015 . .
(d) Commissions, 3 p•c• on 1•076 . : .

- Say, 11 P .C.
. . .

CANADIAN, NORTHERN RAILWAY.

In Brit ish Columbia.

` OvEanEan CxsRM s. '

. . . . 1'O1>
.

. . .
. ï i"015 .._

1'076
.~ . : . : l'108

Total without '.
overheads-1.

Total. :-
A. On all items excep : . . .' . 1'02

(a) Contingencies, 2 P .C. ` . . . . . .. . . . . : . ., . . : . . . . . 1•071
. . . . . . . . . . .' , . . . . . . . . . .

; 110787, ( b ) Engineering, 5 p.c. on 1'02 . '

(c) Legal, etc., 2 p•c•• on 1'02 . . . ." . . : .~ . . . . . . ~ • • • •
.`. . . ~ • 1'0864(d), Administration, J p .c.`on 1•0275 . . . . . . . . .. '' 1•0914

(e) ° Taxes, 1 p.c•' . . . . . . .` . . . . . .` . . . . . . .
.' • ~ •~l•0914. 1'1896

- (f) . Interest.• 3-year period equals average 1 j , year;' 9_ pc. on.
. 1•22 53

c,on1'1896 . . . . . :' . . . : ., ` . .
(g) Commissions. 3 p• . . . . . . . . . . } . ~ . .

• . • . Say. 23, p .a .
. ~ , . .. - . . e, ,.

B..On land-- ~ ' . '00
: ." . . . . : . . . . . . . , . .~ . . . . 76 '

(a) Administration. I p .G • . _. • . . . '
1*

(b)- Taxes. 1'p.ç. : . ' . . ., . . : . .' . . : . . . . . . . . . . . . . . . . : . 1'0175 :

. .. (c)` In2erest, 3-year period, 13 p .c. on 1 1 0175 . . . . . . . . . . . . .. . . 1'200~0
T2366` - :

(d) Cor~missions, 3 P .C. on 1•2006 . . . . .'. . . . • .• • : . . .• . : . .
Say, 23 p.a

t - land,-

GENEitAL : REMARIES .

desire ,of arriving at , the truth, and i fcel we sa is wl
th hYâicald .f h f t t' k• g P

as well as the field engineers w o ave

als, ' have handled their, work with great skill and discrimination, and with the sole
ll t' fied 'th their results. "

large cas rn ~Mr. Cauchon, who bas estimated the real estate values in inc
h h estimated right`of way and the western tCrmin-

some of , the real estatc~ va ues, an

to examine with the care which would be desirable . However, I am° convinced that
te términal s

1 d certam hnes w ic it as no
a more thorough `study could be made . ~uch, for instance, is pro a y, e. . ca .

h' h' h t ben, ossiblo`for us

undoubtedly certain elements o e e p_ p .4

additional time would be desirable, and our figures would undoubtedly be modified if
b bl th ` se with

,as to be unreliable. . I do not, however, c
f th s ro erties for the accurate 'estimation of which

onsider such to e t o case. .

=RAILWAY INQUIRY COMMISSION
7-GEORGE V, A . 191 7

~ n f . vnluution~ eml)lo-ved and the ,
x roul Lun ~V . %V .u5 .time allowed for the work, it may perhaps be inferred that the results are so inaccurate

b h 'Thére are

• •• ' 1 to to estreme detail, in view o t o manyOn the whole, , I long ago becamo convmce o t o• ac • a in ma m f a
• f h sources of

valuation it is not desirab o go i n

inaccuracy, and the : impossibility in any ,ï case of arriving at an exact result, and the
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3

. . - ;. . ., , - ., _ : . ., -
further `uncertainty;~ :after. the final valûation has been - completed, as- to what the

f air value . 1lïânÿ people deludé them-courts or detérmining body will : decide . to," be the j , ., . . .
selves with ' thé'ideâ that a lot of figures necessarily . means exactness . In this ; as in~ . . ,. _.._ ,.
other computat

.
ions, ° much= depends 'upon. the ` skill ; and good judgment wit .h which F the

n1orlt -~ is T carried on and the various - prices and perçentages determined, and if skill

ood :` judgment ; aré exercised; svhile ; individüal results may bé=`largely in err,g ,and
such errors ' will largel y comperisate eaeh"othér :in ' the totâl, and the final result may .

be very' close " to -the' truth . f . . .
. , ~ -. " _~ -, "

The present~ . valuation~ has, afforded several remarkable instances of such agree-_

mént, which may be . mentioned:
1. On the, Canadiàn ; Northern Railway, ' the section from Rideau Junction to -

Cûrrent, a distance of 595 miles, was estimated : by ùs on- the basis of oûr . field inspec-
, , . -

tion . `~. After our final figures , lïad bee
, ,
n obtamed;~ it

.
was l

. .
earned .~thât tne Governmen

t Departmentof Railways- and Canals h~ïd ' upon . its bobks official'figûres'for' .this line •

The following table givesra comparisoiï ôf,these figures . "It .will be-observed that our
. .

,total," cost,", ' inclüding contingencies ; . representing the cost of ; reproduction of t e

. physical elements withôut overheads;' was -fôur-tenths, of one per cent in excess of the

figure `givén by the ,Department of Railways and Canals, . the #:etual differerice beinb

but $125,571` out of a' tot:ll , of nearlÿ,' $3 4 ,000,00O'
actual figûre on the books'.Our estimate of engineering was~ slightly less° than the

_ . . ,

of the ~ department, and our éstimatQ of -:- interest dürin; eonstruction
._
slightly greater

.° Our total cost; excludino legal -' expenses, administration,`t#zgés , and - com-

mmissions, was 2 per cent in excess• of theirs . To- this we, added overhead- charges' which
their, eestimate . This is a remàrkable agreement, particùlarly

were not included" in
with T ègard to the physical "items; the engineering and the interest during coristrüe-

~_, .. ,
ti, on: ,v_ . - . , , _ , . •

ORTIIERN RAILW A Y .CANADI1\ N
- _ • _, .. • . . t r . ~ : • , . _

'.Rideau JûnctiorL~-Cltrrent, 895 mites . . ,
. . , . .... . , .

y the Commission of Inquiry from field inspeçtion~3 Comparison=of cstimaté made b
.witli statemeilts by ' the'Departïnent of Railways and'Canals taken'from the Canadian

.Nôrtherii Railway Company's boôks'and final estilnatcs of lfay, 191G

TOTAL. ' PER 'MILE .
•. ; Dif-

Commission Department
Di fferc:.ce .

Commission Department ference .

of
Inquiry .`:

IZ~llln ay3

and Canals .
•-----=

of
Inquiry.

-~-----

Railways
and Can %ls . ' .

=~ a s ~ t a s-
Basic cost : . . . . . . . . . . . . :' .

_ . . ,
31,875,930

. .
3 3 ,284,810

. :
-1629,880

.
- 3.i,61 5

1412
37,190

•42l
-1,575

. .Contingeneies . : . : .'. ;, . . 1,816,a0i 33 2,051 .

Subtotal No . 1 : . . . . . . . . 33 .792, 43,h 3.3, 666, 86•1 -+- 125,571 37, 75fi
2702

37,617
6602

+ 139

. . .Engineering •• . . .•,• 2,031 .493 2 .330 .97 3, .
, ;

Subtotal No . 2. . . . . . . . . '33,823,930 36,017,&37 223 0 907 40 .(P-6 43,277 -' 25 1

Maintenance and deterredMaintenance • ' ` 00 21 ; .
, . . . .

• . • •. .Construction . . . . . . . 896, 790 As me none ,
Subtotnl No. 3 . . . . . ., . . 62036,720, 36, + 672,783 41,028 40,277 -}- 751 -}•

Interest during con~s t ruo-
tion . . . . . . . . . . . . . . . . . 44 23. . 380 3,254,143 3+ 84G 3,G3 5

Subtotal No . 4 . . . . . . . . '40,163,000 39 301, 9S0. -i- 86 1 .020
°

, 44, 87 467 22
. 4391 2

277
-{- 9G2

°
-}- -

Other overhead charges. . 2,391,678 215, 375 ,
~

Grand.total . . . . . . . .. . 42,554,6728 39, 550, 356 +3,001,323 - 47 ;,546 i ,4•1,189 '+3,357 +

Per
cent .

,

r 4

-}-4/1 0

-6/10

20g--3
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Contingeneies--Commission of Inquiry gives :.
6% on basic cost,less land ; Department Railways :

= and Canals':, item _consists of . difference between
"total ledgercost and cost computed on unit Frice
basis :

_ Interest during Construction=Commission of
Inquiry give 9% (1 3 year pe riod at 6%) on Sub-
total No. 3 plus legal and Administration Expenses.
Department Railways and Canals give ledger cost .

7 GEORGE-V, A .-.1917,
Etigineering-Commission of Inquiry gives 6%a

on Subtotal- No ." 1,-1ess land ; Department of Rail-
Rays and Carials give ledger cost of same .

Diâintenânce--during ; àtid .• Déferred Construc.
tion-Commission ; oi Inquuy give Maintenance
during Constru ction; . ~ . . . ~ . 250 '
Solidification and Adaptation, $200 plus 1/3 0
grading cost . . . , . . . . . 752

Per mile . . . • ~ • . . ~. .E1,002

Departmént Railways and Canals do not include '
, - . . _

OtherOxerhead;Chargés- anthing for this item

Commission of Inquiry include-Légal Expenses 1%, on Subtotal No. L', =
Administration 1% on ..; No. 1 plus Legal Expenses.
Taxes . 1% on basiG, COSt . ..

Commission ` 3% on Subtotal No . 4 .

- CANADIAN - NORTHERN RAILWAY . SYSTEbi-CANADIAN NORTHERN ONTARIO RAILWAY .

I~ideau : Junctior~--Current, 895 Miles ..,-_ _ .L .

Compàrison`of estimate made,by the-Commission of Inquiry from field inspection

with -, statement ` by the Canadian Northern Railway Yaluatson Summarÿ Sheet of

December 30, .1916. -
:~ : . . _ . .

Commission
of Inquiry .

Rideau Junction-Pembroke . .'. . . . •
Deduct cost of road . . . . . . . . . . ..

- - Deduct discount . . . . .

Pembroke ~-Capreol . . . . . . . . . â •
' Deduct cost of road . . . ~•
Deduct discount'. . . . .- • ~ • •

Capreol-Ruel . . .` : . . . . : . r„ . . . .
Deduct cost of road . ;: . . . . . .. . .. . . . . . . . . . .. . . .. . . . .
Deduct discount . . .• ••

Rue1 -Current . . . • • ~ • ~ • ~
Deduct cost of road
Deduct discount . ., . . . . . . . . . . . . . . . . . .

402,5U, 678

' Canadian Northern Railway.

i Gross. -Deductiôn Adjusted.

4,655,010

12,394,001
. . ; .

2,042,c7s

28,102,04 5

47,193,734r• ._

. . . .184,199262,22S
, . . .
498 .931
710,29 5

'.ïié,5s2
° 165,939

.
1,153 ,720
1,738,67 3

: 4,835,553

11,184,76

9 1,760,177

25,204 ,652 '

42,353,18 1

_ . _ . . . ,
2. Subseqiientlyti tô this comparison, ÿ the Canadian IV'orthern Railway, ompan9

submitted : its statement :of cost of this , line. ,' This statement ' contained :.t~co items,-
which we threw out, nnmely~ "fdiscount"`and"" cost of road:' The first was probably .

discount on bonds, which, ` as above eaplained, tI• do not ~considër _ à fair charge in a

itein, stock s içenx: to contractors, which' should ; not becaluâtion; and the second -
iacluded.°

Deducting these two items, our total - cost of reproduction was ,W,554, Gfi8, while ,.

that of tbe ' company was $42,858,181, a truly remiirkable agreçment' . These results are ,-

ve.' .as show < . ._ ,as abo. . . . . . .. . - _ . . i - .
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RESULTS: '

3

1 . CANADIAN' NORTIiERN RAILWAY . SYSTE A L'

The rësults ôf tliiswork ' for the Canadian Northern Râilway System are-given in

thé 'following tables Table 1 givés a . summary_ of the,'varioüs lines in' operation and
under construction and all other items whiçh-hâve been inclùdéd in , our: ëstimate of

. . . . . .
the `cost of ' reproducing the property; all - being physical ;elements : Tables 2 and 3

show these a results more iu detail, `with ' rëference to ' éach .'division nr ; branch of the

Canadian Nortbern Raiiwây System: '
,, -

-TABLE 1 .-Estimated cost of reproduction .

& S.~Y 6 , 61

4 C.N : Sys . Term . 543.986 ï 543, 986 : 543, 986 543, 98 6

Duluth, Win. & Pac . Ry . . . . . . . . 8,092,168 6,880,366 4,127,006 -3,608,969

Total lines in opcration . . . . 347,096,746 303,357,474 3~5,296,080 298,122,19 3

- C .N .R . Pxoroit~riôw ,
T'AL .T4 BASED ON FIER CENT or TOTAL .~ .

S7ocx Owr~v .
'

. . . . .. _ , . . . _ _
-Lines in Operation .

New . Less De- New
-

Less Da" , Land . Intérest .

. ,
preciation . prèciation .

*Halifax 97 6
,

5, 298,176
,

~ . fi, 614, 9 76
$

5, 298,176 223t821 49,291
'

Que : & L. St. 3 . . . . . . . . . . . . . 5S911 , 319 * 91796,240 10,017,836 =8 , 669,672 1,666,00 2
543,986

,64,881
' ° . . - '

Que. Ry . . »NC 16,212,912 14,608,730 9,679,161 8,771,41 4
..

C.N: Ont.`Ry . . : . . .
.- %V

71,118,22 1
754 105

64,713,421
038' - 579

71,118,22 1
; .' ° 754,105

64,713,42 1
579, 038 45,414 r -28,68 1.. . . . .Y. & N.~Y . Ry . 6Il. ,

Bay of Quinte Ry . . .`. .
`

,
.,,' 1 .199, 54 0

67 219 7- 3

. ,
`" 970,51 81592 524

1,199, 540
:.: 3,197, 672

~ :970, 51 8
.2, 524,159Cent . Ont . R y . . . . . . . . . . . . . . • • . •

L, I3. & Ottawa
,,,

839,173
,,

, 636.990 839,173 ° 6.36,990

Niag., St. C . 6c Tor. Ry . .. . . . . . .
:~'`

3, OS8, 82s
822 453142

2, 149,740
27826 4tl 122

` 3, 08F, 82 5
45382 2142

2,749,740
122,264,278

358,864 _ 114,439 :

..Ry . . ; : :~: . . : .C,N .
. . . . .& r1an Ry. : .N.P

,,
13,232,353

,,
11,619,723

, ,
13,232,353 11,619,723

'. ..
C.N. Sask Ry . . . : . : . . . . : . . . . . :

. : . . ..N.~Yest. ItC
1,064,400
8,333,919

-867I1167,644,723
1,0G4,400
8,333,919

: 867,11 6
7,G44,723

70 405 0,627

.y. . . . . . . ., ..
C.N. Alberta Ry : . . . . . . . .. . . . . .`. I2,635,999

4557
11,979,11 2158C8144

12,685,999
45545 976

11,979,112
15844 68 1

C.N . Pacific Ry. . . . . . . . . . . . . . . . 45,9 6, , , , , , ,

. . . ._ . . . ,,. ,
Lines Under Construction :

, y . . .

'

_ „ . .
%

. . . ., . , . . .'.Que . & L . St. John' y 344 937 314 .937 305, 269 30.i, 2G9
.

. . . . .C.N . Que. Ry
. . :. . . . :: . . .C N. Ont : By

150,417
17,298,640

150,41 717,298,640 89, 799
17,298,640

89,799
17,298,640

,340 ,702

. . . . .
C.N. Ry . . : . . . . . . :". . . : : : . . . . : :

.
1,252,946

87889 12
1,252,94C

87889 12
- 1,252,946

2,891,878
,"1,252,946
2,891,878. .C.N:1Yest. Ry. . . . . . . : . . . . .

C.N. Sask . Ry . . . : . . . . . . : . . . . . .
." .

,,
116,653
229,11 01 9

,,
116.653

11022919
116,W

19,229,110
116,65319,229,11 0.C .N. Pac. Ry . . . . . . . . . , . .

Various Lôc . Surveys . . . . . . . . :, .
,
; 71,954

,. ,
. ;, 71,954 ,95 471,954 71,954 • . . -

_t . . ,
Total lines under construction : . 41, 356, :~5 - 4t-,356 .05 41,256,249 41,256,249 1,379,057 2,891,494 ,

Totalrailrôs►d lines. . . .. . . . . 388,453,281 349,714,009 376,552,329 339,378,442

Iiotels and lands . . 62, OG8
} ],436,625

5.3. G04
1 .2G0,261

:r1, 930
1,436,625

47,440
. 1,2G0,261

., . . . . . : :
329,350

. : . . . . '
. . . . , . .

. . . . . .. . . . .Elevators .` : : . : 2,955,000 2.630 .000 .2,955,000 .~ 2, G80,000 205,000 . . :r :. . ., . .
.. .

: . . :, . . . . . : . . .biaterisl on haad 2 .452,618 -r 2,452,618 2, 452, 618 2, 452, 618 .< < : . ..
Industrial spura . . . . . . . . . . . °, . : . `. 4,751,392 1,050,835 " . . , 751, 39 21 1, 050, 835 . 7 . .

Canadian Northern E :press Co .
and Transfer Co . 330,579 193,347 330,579 198,347 . :, .. .

. . . . . . . . . .

. . ,• ,988 ► 28 c8 ~ 7,695,665 8,981 :144 7,689,501 534,350: . . . . . . . . . .

Grand total . . . . .` . . . . . . 397, 441, 563 357, 409, 674 385, 533, 473 347, 067, 943 67, fi22, 858 24,83S,785

.ry .. E ,
$

2,929,358 ~1,171,227-
4,068,944 5,~73,557

42,317 ' 45,052 ~
: 143,848 i20,688 -

:11,037 . 31,163 •
1,860,791 ~ 280,294

26,384,310 7,999,120
5,849,814 ` 469,452-- ;

; 139,771 312,554 "
~174,919 1,045,375

1,195,844 3,800,890 :

45,809,451 21 ;947,29 1

41,648 13,701

9;100,055 835,784
-170,170,465 =' ~ 44,979
622,716 103,680

= 37,925 '-_` 5,037 '
11,442,908 1,882,611 ,

67,188, 543 24, 838, 785 ' ;. ~.

, 4 , , .. . . . . , . ,, _

'Figures given by Railway Company as 511 oa-n on letter Gom Air. riitchell, 9th l iarch, 191t, copy

of A ich is attached .
20S-^3~ ' . . •
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C A \ADIAN NORTIIEIt\ TLAILWAY SYSTE Af ,

OTT A~V--~ ; Ont.; March 9, 1917. .

11 . CIIADBOUR IK, . Es9•,

Commission ôf ;Inquiry into. , , ..__
-Transportation' and - 'Railways,. . , . ; ~

Citizén ..Building, Ottawa- Ont .
, . .- _. , ,. . .

DEAx~ SiA,=With respect : tô the Halifax and South Western' Railway, I
attach heréwith a statement showing .the cost'of the4 linesto the company. .

The Halifax . and South Western Ilailwây :was built ûnder . agreement .with ~

the Nora' Scotià Government; by which they advanced $13,500`per ;mile of, rai1-' :

way,- the company Y giving-to the Provincial' Govérnnlent' a mort g age . ovëTover . the ;

railwaÿ for` the amount ' advancëd- and' for, ânterest on . advances during construc-
tion. ' The agreement with the ' Government- provided that the 'mortgage svould
be-cancelled by payment of- $10,300 , per mile ; in•`other words;,leavinfg the com•

pany a cash"subsidy at the ; Tate ôf $3,200 per w mile. - In 1912', the company .
arra.nged,; with- the Government for a neSVT mortgage, ;ûnder which , the total
- advances ôf the Government, plus ` accrued intérest,` less $3,200 -per . mile .-cash
subsidy, : were retirèd . by the issue of new - W per . cent bonds of the compâny, '

., . , , - . ` .amounting to ; $4,447,000.
In addition to the 6oQe;Y`thé company- received from the Dominion Gov-

ernment cash subsidy of
I
$1,364,210.93, 'and espendedthis;together with - a fur-"- ~- . . . . . . .. ,

theré amount ~of $G11,231 on ï= the , construction of° the lines, ' the'tot<11 éxpend-~
itûré being as shown on the statement ericlosed.

The statements of cost * alrêudy submitted will - furnish you with dètails of
_ x .. . ._ , . ., .the espenditure.

I'ours truly„r ,
A . J. 'MIT C IIELL,

Assistant io j'ice-Presideni

Halifax :and Diahone . . - . .y, .
Lunenburg to- Middleton . .
Middleton to ° Port Wade . .
Caledonia .Branch : . . .
Bridgewater to Barrington : . •
.Barrington to Yarmouth . : .
' Liverpool to lfilton . :
TOrbrook Branch .,° . , : .' .~ . .

Miles.
68 .10
71 .00
39 .40

`22 .10
117•50

50 .1 0
,4 .9 8

377 .3 4

a Total cost of construction of lines . : . . : . .

Betterments , etc. . : . . : : .' . • • °
Cost of road, s t o c k . . , . . .
Less cash subsidy . . . . . . . .
Interest (operating, capitalized) . . . . . , . 4. .

°' 1,500,000 00
. 1,364,21093 .

6,452,141„43
162,534 :2 S

- 135 .789 07
212,915 3 7

6,963,G80 _l~' .

Ncrr&r~-Under agreement tiv ith Nova Scotia' Government, interest to amount of ;378,141 .80

was offset by i823 .200, provincial subsidy (257•25 miles at $3 .200, per mile) . and ° balance

caaitalized.,
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TABLE 2 .-7Lines in Uperation-Cnnadiari Northern Railway .

. , ._ . - - Item,

Halifax and Soùtliwestern Ry.T-
1 p0% stock o vned by C.N.R. System . . . . . .

Land . . . . ;'. . : :" Interest . . : : , . . : 549,291
Quebec and ~AeSt John Ry.-.
88•6% stock ozvned_by C.N.R. System- ;,

Quebee-Chicoutimi .
Y • YLa Tuque Branch . ;: : :°

C ham boad- Robe rva l . . : . . •

Valca rt ier-Clarke' . . " . • ; : .
Hotel Junction-Lake St: Joseph . . : .

_ •~ . .

Land . : . .,,• . .i1,666,002
Iatcrest . . 364,881. . . . . . . . . .

!Can L nnl~rt hern System Terminals,

100% stock owned by C.N .R . System-
In Quebec and Diontreal . . . . . . . : : .

Land . . . . . .. . . . . . . .. . . S 5•13, 986
Canadian Northern Quebec ~Rai1R-ay-

' 69•7% stock o wned by C.N.R . System-
Quebec-:liontreal . :. •
RinfretrHuberdeau •

,

1 -~• Garneau Junction-Riv. a Pierre . • : .
Montmorency Branch . . . . . . . . . . . . . . .
Aldred Junction-Shawinigan Falls. .
Paradis Junction-Rawdon : . . . . .': . . .
Joliette-Hawkesbury . . . . . . . . . . . . . .. .

Land . . . .• .• . . • ; . . . : . . : , :i2.929,358
Intcrest . . .

.
. . . . : .

.On
. : . . .171,227

Canadian Northcrn tario Ry .-
100% stock owned by C.N.R. System-

Todmordenapreol . • -
Rideau Junction-CaprcoL. •
Caprcol-Current . . . . . . . . . .
Haw kesbuty--Ilurdman . . . . . . . . . ... .
Todmorden-Ottawa. : . . . . . : P : . .
I3ranclics : . . . . ~ •

'Toronto Terminals. . . : . .:

~11 ileage.

36S•20

227•00
39•00
12•30
5•40
0•69

176•07
45•28.39-84
7•22

- 3•80
15•8 8'67-90

Land . ... . . . . . . . . . . . . . . . . . . . M 068,944
Intcrest . . .. . .. . . . . . .. . . . . . . . 5.573,557

Brockville, Westport and N .W. Ry.=-
100% stock owned by C.N.R . System . . . : ,. .

Land . . . .l . .. . . . . . . . . . . . . . . . i 45,414
Interest . . . . . : . . : . . . . :° . . : . . . 28,681

Bay of Quinte Ry ~
100% ~k•ouncd by C.N.R. Syst =42,317,

Intcrest , 45,052
Central Onta ri o Ry

.-• • , . . . • . . `

.100% stock owned by C.N.R . System- '
= ~'icton-Trenton . . . . : . . : . . . . . . . . . : .

: : .Trenton-tiYallaco . . . . . . . . ~
Branches . . . . . . . . . . . . . . . . . . . . . . . . .~ : • •

Land . . . . . . . . . . . . . . .. . . . . . . . . . i143,848
Intcrest . . . . . . . . . . . . ... . . .. . .. . . 120,658

" 270•40
302 - 00'593-00
:56•52
251•00
30•71
4•24

44•40

Total
111 . L .
M ileage .

368•20

284•89

. . .'.
• 'ta : . .

355•99

1,507•87

44•40

Estimated
Gos t

Repro-
duction .

6,614,976

9,387,974
1,415,942

374,575
118,330
' 22 .768

11,319,589

543,986

10,731,448
1,216,517
859,51 4

~ 134,51 6
152,12 7'452,557

2,666,232

-16,212,91 2

°10,409,965
15,713,729
26,840,94 9
1,789,570

'12,703,278
! 1,3•11, 558

2,319,172

' 71,118,?2 1

754,105

C .N .R .,
System

Proportion.

t

6,614,97 6

543,986

37

C .N .It .
Proportion
less Depro-

ciation . -

5,29 3,17 6

8,669,67 2

543,98 6

8,771,41 4

• .f• •

754,105

1,199,54054•50

30•30
122• 3

14•40, •+• . . . . .• .

167•00

510,596
2,477,04 1

210,035

3,197,672

1,199,540

64,713,421, r'

579,038 ' .

970,518

2,524,15 9

ties -ot this company are sho w n under lines whero*lôcated .'A11 other proper ,
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TABLE 2 :-LÜies in Opération-Cauadian Northérll Railway-0'ontin,ued ;, à`

_ , , .
1

~ _
` . , . . .1

_ . ,

M . L . . otal' stimâted

. .. _
C.N.R .,-

.

1
Item . Mileage . ?1i .-L : Cost ~ System ,

Mileage . Repro- Proportion.
duction.

.

j- -- . -

Irôndale, Bancroft and Ottawa°Ry--
100%v stock o w n e d by C.N.R. System . . . . . . 51-90 51 ; 90 ~ 839,173 839,173

Land : . : . .S 11,037
, . ~

. . . . . . . . . . .Interest . . . .. 31.163
Niagara, St . Cathannes a,ndlrôronto

Ry'100% stock owned by C.N.R. System . . . : . . 61 G1 G1 61 3,033,825 3,088,825 2 ,

Land: . . . i358,864
: . . . . . . . . . . . . . . .Interest . . . .. 114,439 . .

Duluth, Winnipeg and Pacific Ry.-
61% stock'ovmed by C.N.R. Systçm-

1•5J 131;59 3
Duluth Junction-Ranier-: ~ . i . . .

. 97 • 58
. . . . .

:; . 2 997 480ia : . . . . . . : . ., • -Ranier-Virgm
: . . .Virginia-Duluth . , . 71,• 43

.. . . . . .
. . . . 3 :763 :374

. . . . . . . ..Terminal prope rties . _ . .. . . . . . .. . . • • . . . 1,199,719 . . ~,-

170~5E : 8,092 .168 .°4;127,00 6

. . . . . . . . . . : : . : . $1,860,797Land. ~ : . : '
. . . . . . . . . . . . . 280,294_ .Interest . . . .

Canadian Northern Ry.- .
100% stock owned by C.N.R . Sÿstem

Port Arthur-8t: Boiuface . . . . . . . . . . . . 436-50
•

,-c . . . . : . ' 17,070,103 .. . . . . . . . . ..
-Winnipeg Terminals . . : . . . . ':- .

748•~
, . . 13'737 ,. 973

00370220
: . . :
. . . . . . . . . . .

Beaver Edmonton . .. • . .
Saskatoon-biunson . . . . . : . . . 302+50 . ... , : •.

,,
..6,692 ;753 : . . . . ° ; . . :

biunson--Calgary : : : . . . . . .r : : . '97-00 .. . . . . . . : .. . 4,995,011 . . . . . .. . . . . . .
-Regina-East Prince Albert 245,

80
.' . y ' . ~ 15'7841971977845

. . . . . . . . . . . .
..• . . . . : . . . . . .Edmonton Yards : . . , • • • • ~ • ,,• . .. . . . . . ..

144 02 180

: ~ .Twin City Junction-No rth Lake •
3 ~-f5

. • . 1,050,027
, ,

, . : . .. ' . ... .

Stanley Junction-=Kakabeka :` : . . . •~
1 1

Emerson Junction-South Junctioa . . 72• 69 . - 1,377,760 . . . . . `. • .
.

Paddington Junction-Victoria
:' 72~8i :~. : 53 5631,3 : . •. . .. . . . . : . . : . . . . : : . . ., .Beach: .

~ Transcona-Dundee : . . : . . : : . . . : : : , . . ; 4•0
.

.. . . . . . . . .
,. .

- 62 ,606 . . : . . . .
: CarmanJunction-Somerset ":'. . : : : .'. 78•67 : : . : . ; `1,731,383 . : : . .

. Cardinal-N D : de Lourdes . . . ., . . . ., .
St:James-Gypsumville . : . . .

2-63
•158•01

'* •
. . .: . .

39,81 6
: 3,060,276

.
. . .

'Greenway-Deloraine . : : : . . . . . . . . :: . 80•1 8
80•98

.
. . . . .

.
. ., :.

: :
1,539,987

4062641
..~. . , . . . .

. . . . .
.

Grosse Isle--Hodgson: . . . : : . : . .
Steep Rock Junetion-Steep Rock 12•36

, . . .
. . : . . . .

,,
186,615

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

Arizona Junction-C• N Junction, . . .
"

297 • 09
006

. . . . . . . . . . . . '-6,967,82557073
.

: : . : : : : . . : : . . .Craven' Northeasterly: • . : . . . ., , . . . . . . . . . . . .
Carberry Junction-Brandon Junction . . . 22•85 . . . . . . . . . • . . 380,394 . . . . . . . . . .

37•27 : : : . : . . . ° 687,091 . . .. . , .
Diaryfield=Bengough . . . . . . . . . . . . . . . ` 184•35 . . . . . . . . . . : . 4,000,465 . . . :, . . : . . .

. . . ., . ,Luzton-Eatevan : : : . : : . : . . : . 25•08 . . . . . : : . . 389,831 . . . . : . .• :, . . :
= bioosé aw Junction-31 oosejaw . : : : : .
Gravelbourg Junetion-Gravelbourg

85 • 67
79• 25 . . . . . . . . . .:

. : . : . . : :, . .
- • 2,227. 3741,837,445 : , . .

. . : . . . . . . :` .
'Oakland-Amaranth . ... . . . . . . . . . . . . . 44 • 18 . . . : : . 653,678 . . . . . . .. .. . . :

Neepawa Junction-bicCreary Jun~ .tion . : : . . : . :': : . : . . . : . . . 70-41 .. . . . . .. . 1 352,384 . . . . . . .. . . ..

Iiallboro-Beulah . . . . . . . . . . . . . .. . . . . . 75•43 . . .. . . . . 1 :514t350 . : . : . . . . : . . .
Ochre River-End of Steel. . . . . . . . . .
RosabûrnJunction-I~ossJunction . . .

14 • 90
190•57

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

. :" . . . . : .~ .
- 234,186

.° 3,808,420
. . . . . .. . . . . . .
. ::., . . . .`: .

•

North Junction-Prince Albert . . . . . . 360•59 : . . : . . . . : . . . 6,774,463 . . . : . . . ; . : . .
Sifton Junetion-~jinnipegosss : . . . :

. Thunderhill-Preeceville . . . . : : . : : . .
21,06
72•90

% . . . : . : . .
. . . . . . . ..

306,70 1
1' 403 348.. ~ ~

: :` . . . . : . . .
. . . .. . . . .. . ~

Hudson Bay Junetion-The Pas . : : : . 88 • 06 . :' . . . , , : . . . ` 1,594,492 ,. . . . . . . . . . .
, : . .Melfort-St. Brieur . .

Sturgis Junction-Can . ora .
. . . . . . .

. . .. . . .•
21-9 1
21•44

. ..
: . .. . . . . .

3Gf1•223
371,218.

. . . . . . . •
. . . . . . . . . ..

~

Delisle-Dunblane . . . . . . : . . . : . . . . 59•67 ; .'.' . . : . . ' 1 ,167,225 . . . . . . . . :
ElroseJânetion-111.P. î6•28 . . : . : . . . . 7 6•28 . :' . . . . : : : . . 1,637,332 . . : ., . : : . . ,

•_ Dalmeny-Carlton . . . . . . . .. .... . . . . . . . . . 36•80 : . . . . :' : . . ' S35,376 . : : . : . . .
'Prince Albert-Denholm.. . . . : . : . . . ANA

56 -, . . . . . . . .
. : . . . . :. .

' 2,877,563 ., . . . . . : . .
: . : :, . ., . . .

. -, '

.Shellbrook I3~ River. . . . . . . : : . .. 948,129
-.. _ ~ .

C.N.R.
Propôrt ion :
less Depre-

ciation.`

636,990

î49,74 0

3,G03,9G

?1,2G6,296 ~
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TABLE 2 .-fines in Operàtion-Canadian' Northern Railwây-Concluded:

Item .

C.N.R-Coniirused.
N. Battleford=Turtleford . . . . . . . : . . .
Battleford Junction=Battleford . . . . .
Vegreville-blunson Juncti'on . . . . . . . :
Edmonton Terminal Ry. : . . . : . .
Camrose Junction-Terminal : Junc-

<tion
. . . .

.~ .
.Edmonton-Stony~Plains . . . . . . . . . ..

St . A1bert-*-Atha6ska .".' . .

Land . . : . .i 26,384,310
Interest .~ "-' v • . .-7,999,120

No rthern Pa qi fic~and Manitoba Ry.-
999 Year Lease-`- -

1i .JL .
Mileage .

W innipeg Terminals 3 :7 3
winnipe~Beaver . . . .. . . . . .. 73 08

-Portage Junctiôn-Emerson Juâction 62•81
11lorris-Brandon . . . . . . . . . . . . . ... . .. . . . 145 • 70
Iiartney Junction-Hartney . • 50•45
Delta Junction=Delta . .. :~ . . 15•05

. . .
. . ..Land. ~ .5M-19,81 4,

..
.. . .: . . . . :

.
. : . . . 4G9,452Interest . . . .. . . . . . . . . . . . . . ..

Canadian Northern Saskatchewan Ity.-
- 100% stock owned by C.N.R: System- "

11•37~Vrozton-~Yillowbrook . . . . . .. . . . . .
Milo 76•23-Eston . . . . . 8•GG

Land .` ; , ~ -170,405
Interest . ~- 40,627

Canadian 1V'orthera-lYestern Ry .-r
100% stock owned by C.N.R. System -

Brazeau Subdivision . . : . . 170•23
Peace River Subdivision: 33 • 00

A ll iance Subdivision . . . . . ..t 60 .00
Lnnd . . . . . . . . . . . . . 139,771

312,554Interest . . . . .. . . . . . . . . . .
Canadian Northern Alberta Ry.-
100% stock owned by C.N.R. Syslem-

Edmonton Junction-Tollerton ., . 135-00~ •
123•90Tollerton-l'ellowhcad Pass : : . . . , . . ~

Land . . . . . . : . : . . . . . . . . . . . .= 17~f,919
Intefcst. . . . . . . . . : . . . . . . . . . 1,045,375

Canadian Northern Pacifie Ry.-
10U% stock owned by C.N.R . System- '

Yellowhead Pass--Lucerne.. . . : . . . . . 5 .00
Luceme--Blue River. . . .: . . . . . : . . . : . 110•70
Blue River-Kamloops139•40
Kamloops- Boston IIar . : . . ' 125•50

. . .Boston Bar-Port Diann . . . : .: 118•23
Okanagan Branch . . : . . . . : : . . . .`- . . . . 3•12

land . . . . . . . . . . . . . . . .. . $1' 195,84 4
Interest . . . . . . : . : . . . . . . . : . . 3,800,890

Total . : . . . .. . . . . . . . . . . . . . . . + .
. . . . ...

. Total land. . . . . . . . : .i 45,809,45 1

Total intcrest : . . :, . .i 21,947,291

4;917•87

350•82

Estimated
Cost

Repro~-
duction .

-969,859
181,533

3,470,897
- 951,293

924,944
445,33 9

1,861 ;28 2

394, 318
9,833,956
8,283,329
16,361,610
11,0-11,399

61,843

263•2 3

9,409•72

50,997,982

6,468,22 3

5,151,500

867,116 -

7,644,723
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• ~ TABLE 3: Linès un der Construction -Canadian Northern Railwa y System .

Item .

Quebec and Lake St: John RailRay-
88•5°jo stock owned by C.N.R. System-

Roberval-Dufferin
: •

. . . . . • • • . ~
Lorettevill e-Stoneham . . . . . .'. . . .

.
. . • . . . - •

Land . : . , : . . . . . . . . : . . . . . . . . . . . . . . . . 41,648

Interest . . . . .. . . . .. . . . . . . . . . . . . . : . . . . . . . . 1 . 13, 7 01
Canadian Northern Quebec`Railway=
59•7% stock owned by C.N.R. System=

Arundel-Chinâ Clay , • • • : • • • •
b °~3,340Land •, .. .

. ., . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . .,
Interest . . . . . . . . . . . . . . . 5,702

Canadiani Northérn Ontario' Railway-
100% stock owned by C.N .R . System-

Montreal-Grenville Junction: . : : . . • •
Duncan-T.easide and North Toronto Terminal s
Longue Pointe-Tunnel Junction . : : : . ; . . . . ~. . • N
Toronto, Niagara and Western .' . . . . . . . c . ~ . . .

' . t

Land . . . .". . . . . . : . . . . . . .` . . . . . .$ 9,100,055

Interest . . . . . . . . . . . . . . . . . ~, .t . . . . . . . 835,784

Canadian Northern Railway-
100% stock owned by C.N.R . System=

Calgary-aicLeod . . .. t. -• .. . . . . . . . . . . . . . . . . . . . . . .. . .
licLeod-Pincher Creek . . . . . . . .. . . . . . . . . . . . . . . . . . . . . .. . . . . . . . : . . . . . . . . . . : .

Winnipeg Cutoff . . ... . . . .. . . . .. . . . . . . . . . . . . .. . • . . . . . ., .• .
.

. . ,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . .Dundee North Easterly .,. . . .~. .. •Carlton North . . : . . . : : : . . .

Preeceville West . . . . . . : :*, . • .̀ . ~ • . . . . . . . .. . . .
.Turtleford North . .. . . . . ... . . . . . . . . . . . . . . .. . : s .. • •

Vonda No rtheastérly .. . . . . . . . . . . . . .. •. • •. ~ • • •
. . .Craven Northeasterly . . . . . . . . . . . . . .. . . . . . . .. . .. . . . . . . . . . . . . . . . . .. . . •. . ~

Gravelbourg Westerly . . . • • - •. . • f ; ., . . . ., . , .. .,c . . . .! . ... -, , .. .

Land . . . S 170,465
. . . . . . . . . .Interest . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . .

;- . . ~. . ... .~
Canadian Northern Western Railway- .
100%- 8tock owned by C.N.R. System-

Lacombe Spur . . . . . . . . . . . .. . . . . . . . ... . . • • • . • •
. . . . . . . . . . . . , . . . . . . . . . . . • . . . .Strathcona Southerly •• • ~•• •••

. . ..Oliver-St. Paul des Dietis . . ~. . . ti . . . . . . .. . . . . . . . . . . . .. . . . . . .
. . • • . . . .Red Deer Spur . . . . . . . . . . . . . .. . . .. . . . . . . . . . . .. . .. . . .

. . . . . . . . . . . . . . . . . . . .A11;ance Southerly . . . . . .:. . ,
Pence River Subdivision . . . : .'. . . . : . : . . . . : . . . . . . . . . . . . . . : . .
Medicine Hat-Hânna . . . . . . . .. ' t •
B ruderheim"East. : : . ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . .

Land. . . . . . : : . . . . . . . . . . . . .. .. . . . . . . . . . . . . . . . . . :. . . . . . . . . . : . .': . .i ., 622,716
Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .' : 103,G80

Canadian Northern Saskatchewan R.a ilwa3='
100% stock otcned by C.N.R ., System--

. . , . . . r . . . , . • : . • . .W ill owbrook West . . . . . . . . . . . . . .
Easton W esterly, .. . . . .. . . . . . . . . . . . . . . . . . . . •

Land . . . .. .. .. . . . . . . . . . . . . . . .. 37 925. . :t . . . . . . . . .i ,
Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . ... . . . .. .. . . . 5,037

Estimated
I Cost '
Repro-
duction.

C.N.R .
System

Proportion .

0

214 t740
130;197

305,269344 ;937

150,41 7

13,623,141
2,069,378

66,121
1,540,000

17,298,640

,533,102
228,488
75,373
51,349,
G,142

151,500
30,031
136,496
24,259
16,206

1,252,946

â9,799

a 17; 298, 6-10 .

1,252,94 6

83,105
300,681
612,820
469,097
` 8,480
865,143
520,401
. 32,15 1

2,891,878 . 2,891,87g '

15,462
101,19 1

116,653 116,653
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'TABLE 3 .-Lines under Coustruction-Canadian Northern ' I{ailway System"-Con :

Item.

Cana.dian" Northern Pacific Railway-
IpOajo stoek.owned by C.N .R . System- -

Special Vancouver Terminals . . : . . . . . , . .
Vancouver Island Branch . . . . • • •
Okanagan Branch ` ~. •..
Lulu Island Branch
Patricia Bay Branch . . . . . . . . . ~ : L • • •
Real,Estate not included elsea•here . . . • • , • • . • . .• • . "

Land : . . . . . , . ;
Interest

•, ,$ 11,402,908
, 1,882,61 1

Z'arious Location Sûrrcys` (New Lines) :": :̀

Total . . . . . . . . . . .. .
Land (Total) .Interesti (total) . . :

' .• . 3 21,379,057

. . . . . . ;

. . . , . . . . . : 2,891,494

TAni.É 3a.-Câ'nadian Northërii 'Railnay.

Hotel Properties=-
Hotel Lake St. Joscph-

88•5%p stock owned by C.N.R. "'System ••• •~ .•
I Bala Park and' Lake Joseph Iiotel4-- •

. . . .Y _ ..100ejo stock oeentd by C.N.R. System . . . .' . .`• •
Prince Arthur and Prince Edward Hotels-

100~/o stock o wned by C.N.R. System - •,i• ••-
Land . . . . •, . . . . . . . . . . ' . . . . . . . % 329, 35 10
Terminâl Elevators of Port Arthur-

100ajo stock owned by C .N.R. System . .. • •. ..• •

Land . . . . . . • . .i 203,000,
3faterial on hand . . . . . . . •
Industrial cpurs-

478 miles at $ 3,574 per mile . . . . . . . . ••~
.: • •478 snitcheg and frogs at $90 .. _ ,

Canadian` Northe rn Express Co. and Trans . Co.- - '
100% stock ouned by C.N.R . System . . . ; : . , : . . . . .

Estimated
Cost '

Reproduction:

62,068

35,205

1 ;401,420

2,955,000

4 ;453,693

,708,372
- 43,02 0

1,751,392

Total lAnd . . . . . . . S 534, 350

Total . . . . . . . . . . . . . .. . . .. .. . . . . .

Estimated
Cos t

Repro-
duction .

4 1

C .N .R .
System -

Proportion.

9,200,000
5,729,766

693,801
2,105,097,11 :259,80 7

240,639

.19,229 ;110 19,229,11 0

71,954

41,25G,24 9

C.N.R.
Sy stem =

Proportion . _

54,930
35,205

1,401,42 0

2,955,000

4,446,555
2,452,618

1,751,392

330,57 9

°8,981,144

. : C.N .R .
Proportion

less .depreciation .

47,440

26, 40&-*
1,233,856

2,680,000

3,987,701
2,452,61 8

1,050,83 5

197,347

7,688,501

Li~:es, the capitalatock of which . zs not owned entirely by the Canadian 1~'orthern

.',Railway : Contpanÿ.-Tho ,CAnudian Northern SfsteT2l .comprises several companies, the

control of which has been acquired by the Canadian Northern Rail~cas ;by "tho control
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of the majorit~ of . the stock. ` The percentage_of stock oedis stated~in each case in-tables 2 and 3. . Tlieré is so 'me ~ doubt as": to hôw . tlie values should s be .: tr

. _
eated incaseswherë the`,ëntire. " stock is " not owned-b " thé ô eratin ~~ ~ - ' ' ~~"y P~ g company," and I have, therë-fore, given in each of these cases the cost of : reproduction new, . ând `the : depreciatioi tof-the entire property, ând also - a`perceIItage of these figures equal tÔ the Pereentageofstock"ownéd

,

by: the .Çanadian~ Nôrthern -Railway. I desire to' call"yôur'. special ~~ atten-: . F , ,.tien to ~ this -
.
. because your ses may- req " . . , _ purpo uire a different treatment of~ thesècases .The lines in question have bonds' outstandin and_they niaÿr also - have i~ floating debt,o r_ short , term notes - outstanding . :A

~ ~ainst the âssets and an
: b alance11 these obhgations,~_vould, of 'course,' .- stând ; first

y of assets abové - these obliga° ~ tiôns would::represent._the stock equity, and <if such _ balances were divided in proportion , `t6 stock .ownership,would givë the .vahie of the ~~ ui yeq ty-represented by thé Canadian Northern 'stock ownér-ship. - ; The~ value of this equity,' however, ma~y , not` be ;.of any importancë . to your Com-mission ;=and on the other .'hand ° it` `_ may fairly be', argued that thë entire.,value of theproperty, should .bé dividëd .in prôpôrtiôn to stock ownership`in -estimatini; the physicak .- assets of the Cana dian ' Northern: . .-The eqtiiity represented' by` ; the stock in ;ne Of these _.
roads might_be worth nothing ; yét in such case,~ if the Canadian Northern Compan y .owned , the'- entire stôck, if would own-the 'entire' -` com 3n "value of'that co - P Y~ and' the`,.éntire physicalmpany SvouId be reprèsénted amo 'ng its assets. If itowned 99 per .cent'of the capital' stock, and - this stock were" worthless,. , because the bondëd ~ indebtednesgand -thé floating debt escéeded1 the value of . the ro rP pe 1vY, it, would certainlÿ not befair .6

include none- of,- the physi propériy of the line- among the assets of theCanadian .Northern .- . On-the whole, the fairest view in general .would seem to b o .thatassets and liabilitieo should all - be divided in ro I
~p portion to stock :ownership►_ . . ,, .. ,.. . . -. .....+ , . .. : . . : ., . - .. .. ^ .., , . .

:-. . . . - " , . . y , . . .

Leased Lines.-The Northern Paci fic ' and i .fanitoba'Railwa is m~ereI. Y y,A 'Iiné
'

which isleased by the Canadian Northern Compâny, but thé :lease .is for' 999 years.,The rental paid is understood -to` be in the neighbourhood of $200,000 pr year, •bein g_
,. p

i
g'°

. th ,_
'the" intërest on ôutstandin bônds.= = The original - lme,_, erefore when`leased; repre-sented no ca tal £. investmen t

,
` of -' the + Canadian Northern, but merely a'; contingenta .liability for p yment ` of 'the rent . ' The question: is, 'whether the physical vulué of this .Iine .would be included in the physical value of the Canâdian Northern Systém. , .'This physical . valuation includes, I understand considerable ' property ' represent--' g: sums of money which have been ~ yln expendéd by . the, Canadian , Northerri on ' the linesince it was leasëd. . A 999 year lease is practically ownership, ' since the'- sum of one,,,.-')

cent placed at compound interest to=day would in 999 years," much more than equal the"present value of .the line; or probâblyl ts value at that . time.R• Such a lease Is therefore -practically ownership, and at all events shôuld be treated so, as regards the ea~penditure •of inoney for imprôvements: : Notwithstandingil thB fact therefore, that the rental paidwould represent the interest on 'a sma ller sum than the physical value' of the line, Ihave included suçh physical value
- in thQ tables just as though the property were ownedby,the Canadian= Northern; , If "you`r Commission desires to' ômit it ; it 'can be sub•Aracted from .; the totaI. . " -. . . .- . . . ,. :_ .. , ,• . .,..• . , , - ._ . _Leases.-I, understand that the Canadian Northérn Company_ has`made some cou-

tracts, either as lessee or lessôr, for joint use of certain properties, . with other lines; ûsfor , joint use of tracks or ' buildinss. In the presént .valuation, no attempt has beenmade to' place ` a,value. upon contracts, ulthougli they'may have, a~ery decided value.It was assumed that suchvalues, which` may be called intangible, tivére not desired inthe valuation of the hsical Pro °P ~ Perty. . : . f .

Lines tTnder Construction.-=.~-Thô tables sho w considerablo sums* represènting thevalue of lines partially constructed or survoeyed. Som ' of this property ., may nover be.put into,operation ; . at least, some of . the surveys may never lead to the construc t
.

:on' ofthe contemplated lines, and may thus represent 'abundoned-P roiseneall PertY. ' I believô` that i tg y proper in railroad valuations not"to include abandoned property ; although
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I am-y er~ well-aware ' that in questions of rates or capital, there are strong arguments
infavour` of including'suëh property in some instances, and Ipersonally believethat "in. .
such' instances, it should be_included.

Nevertheléss in`thëpresent vâlùation, ' no ' suéh property, has to my knowledeé, been
included in the figures ;given .

, .-
8ôtels -The ' estimate , includes" only three hotels : The value of these has been. . ~ .estimate,d as accurately

.
as thê'circumstancés woùld - permit, toaéther avith the-land on,

which, they . stand.;'- In one- case, the hotel stands' on . railro ad ri g' ht , of way which has
been elsewhere included. , •
_ - . : _ - . . .Material on hand.-The company has furnished' ail- inventôry of.materials on hand

and its -~alûe. ~ It "<<vas, of - course, `impossible' t4 ch;' this Certain : items, ;~ however,
have ° beeii excluded ' because - they, ' -were cynsidered ° as imprôpper items , in a physical. . . , . .valûation, and as belong►ing rather,to maintenance -ë~penditures. Approved items have
been given the values on the-inventory.'. , . .. . . , _ , . .

TPôrl~~ing~Capital .and Cash on hand.=In an éstimâte of physical valuation on the
cost of reproduction b asis, it is- usuâl 6-add'to 'the _valûe bf ; physical `elements a" certain. , _. .
sum .forworking capital, for the reason thât a compa`nv lïébinninâ opérations with onl3
the` physicâl eleménts . inits possession, and no° w 1orl:ing.'capital, would~ be :unable-to do

_business . For this reàson,~the addition of , a eertaiii sum° for`workin ; capital has beenfrequently approved by courts and commissions. .' ~
Cash dn hand,;is, of côurse, - a physical - asset .
Your attention is cnlled 'to these two '.matters for thé reason that neit ~ er.have been

included in•the .present valuation, and it may :bé desirable for Sou .tÔinquiré"as to the
_cash on hand And to, take account,of it as tvell ;asë'of a propër,"allowâncé for`wôrkinb
capital , in-whaterer use you maÿ wish to make of the results of this valuation ;

Stéamers. , ~Tôthin~ has bçën ` included iIhthis raluation for steamers, for I a m
informed ' thsit all`sissets under this , item- have beenconrerted into:cash. '. . _ . _ . . . ,._ ~ ' _ f. : .

Industrial ` Spurs.-The Canadian Northërn Railwây . ` Company, like other com-`
panies ; has connected`with its, lines a ' considérable mileage of industrial ; spur ;tracksJeading to factorics; coal yards and other"pri vate~property. J understand that such
sidings are originalli built at the expense of the private party: désiring :.them, and that-
the expense, - in some cases ut least, is gradually ,returnedto sûchowners :in the way
of rebates on freight received or.,Shi pped, sô that in the èourse of time, if the individual

y is successful in his busine'ss, and . the ppur . track is - justified as an ' investment by'the
railway company; it will ultimately. be ownëd-bÿ sa id comiy. r • .

I;understand thatin other= , cases the railroad , company pays for 'the rails only on
, , such spur tracks; the individual requesting such traehs paying all other e%penses . ~ `

.Time did not permit of a carefulezaminatiôn into the value to thé railway, com
pany . represented' iry such - tracks. ~ To ascértain thi `s Roula have réquired an egam;ina-;
tion into the status ôf , every individual spur, and .would `therefore, have - required the
services ot' our whole force for`a much longer time" than the°entire time which we had -- ;at our' disposal :° = - . , . . ~ , _,, . .. . _ ... . _ . . ..., ; . ., . - . ,

l al ne,l assuming a probable weight . in
pu`r tracks has been gicen as the value of the,

rai ' cases irhere the acttfal , weight was not known .a . . , ~ , . .
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The follo«ing compnrisoiiof our resultswith cost cl a imed by_ the coniPany ia , ojinterest :- .

Company's statement of cost . ...< ~ . . . . . . . . . . . . . . . . . ~ : : $ 494,112,48 9additional . , t e r m i n a l a nd other properties . ,- -` 5,922,94 6

$ 10 5 ,000,000
. 2$,000,00 0

Ded uct--

Capitalstock . ,
. Less cash -subsidi~es .

06st`of - Iand, approximaté . . ,
Interest :
Discount . :

. . ` • ~ " • -

Canadian Northern Steamships . .' •. ~ : . . '. . . .
Fo< industrial spurs, wh~ich Commission' réport ; allowsfor,' metal : - only, but which Company includes âs

Company, track--excess . . ; . • .

-appraisal over expenditure since Iease, • , , , : , , $ '4,960,000-Reproduction , cost of land '(eYCe t'~7 P

C.N.R. cost, minus items' abo ve : . - . . ; .
Commissiôn, estimated cost' of reproduction (not cost) ;

Deduct--
N•P . and ;Manitoba ~ By. (leased Iine) Excess o f

p . . and . :1i. land
which '- has been deducted above . .

3faterials and supplies : ;_ •, ', , , ;` ~ , • : ~ _
I . ._ ~

"• Interest : . . . ` ; ' 24,839,V 0 0V . • .• .Minus 469,500

77,000,00 0
34,022,94 6
31,533,2 00,
20,822,000

2,300,00-0

'2,957 .2â 9

62,549,445
2,452,,61 8

24,369,500

$ 500,035, 4 35

$° 1 68,635 ;43 5

.' ~ $ ;331,400,000
$ 397,441,5 ,6 3

94,331 ;563
`-;..__. : . .

Add equipment .'. . . , : : . . . _ ~" • " ' $103,1101000
•- -- - 56.590 .00 0

' Commission ` of ' Inquiryr .'. . J . . : ,
'

: . . ; *. $ 359,70Ô,400C. N. .R. .System . . ' . . . ~ ~: . 331,400,000. . . . . . . . . . . . . ,, .~ . . . . ., ,
• F~:~:~.~~ ~ - ~_

DitŸerence • . . . , . ., . . . . . . . .= -- = ~ 2830, 0,000

This last figure is about $28,000,000 : above the correspondinb . fibnlre ~for. the com=pan~. The company's ' statement of cost,•,ho~ecèr, . includes amounts paid . for branch
lines purchased, ,which amounts-,mâs bare` little or " norelatiôn to - the original cost orto the cost of reproducing said lines . 'Moréover, the company does not own the éntire

. : , . _,
. , ".capital, sto6k of sôme

.
. of the ' hnes which it .`controls

.
,

. ,
, _

These facts render any comn arisons bet ~~ceen our figures and their stltément~ -oftotal cost, of llttle or no value. . There ma be ay Weat difference betwëeri the çost of' àrailroad and the`cost of reproducing it.' However, this comparlsoll," SUCl1 as it i$, lIldl-"..cates, if it indicates any thing, thnt our estimate is •a liberalYand fair oiie, ond c annot,be justly criticised as being too low, on the whole."`

DEPItECIATION.~

. r • ', É - ' . •• . .:, x
.

The examination of the various properties mada by our forcés was not in suflïcicntdetcil to enable the depreciation of the ' varioûs elements to be estimated with a .nydeb►rèeof accuracy. It was not at first côntemplated.that depreciationtwould'be taken accoullt .-ôf. However, at the request of the Commission, our field éngineers have estimated thedepreciation of the various items and the various' linési as accurately as ' possible underthe circumstances; on the basis of their observations and notes: Information zcas ° notat band with reference to the age of the 'rarious elements of ,value, so that the dèprg-ciation could not be estimated on the basis , of the proportion of ~ useful "life clûpsed .Such a method, however, is not necessarily the corr ect one. There i3 muéh uncertainty
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with;reference to the -average life- of thévarious elements in the propert y, - and agetables " shoûld ;be 'emPloY g ed"with ~; ~reat caution. . AIl ïthat : our engI

ineers*-could . do was t oestünate, to the best ôf ;their judament, ' the average dépreciation of"the 'various eleménts,based 'upon+their general obsérvàtions . .: It is, however ôiïl , a ronryha 'only ~ PProximation :` In" order that there may be : no misündersta:nding in; the -- mirids>.of those who readthis report, it may,, be ivell ; to - disçuss ; briefly the bearing . which"depréciatiôn may have,
upon the valuation of the property,Vhen an' 2nvestment is made ' in the construction of a railroad, assuming that the
funds havef been provided and investéd, properly,, the physical pro perty, is ;representédby°a definite' arriount of capital carried on the bôoks undex - the--title " .-Co st of Roâd""The aetual amount of capital issüëd mÿ be cônsiderably; breater than this; .for va`rioûsreasons, 'such

'
'asdiscount on `securities issued whiçh" is` tô ~bë amortized stock bonu swhich may have bcciï properly ' giren- away with ' bonds; etc . '' . ' "

The roâd,liotcever, immédiately begins to depreciate. Certain" parts oit indeed
have depreciated before the entire line is open Tiës, rails, and bridges graduall wear~',~ ~out ; and ~ in the course ,of a few years,` even, before any; reneals may havé becomé neces-sary, , a° considérable depreciation . may have occnrred : This 'depreciation - is ân operat=in liability of t~lie comp Janp f in other words, the company must replace worn~ out items,b
paying out of eârniîi ;s for such. replacemen. t In klnd ; p or ïto .. the - extent of the' original .cost ," and capitalizinrr, any eTicess when 'a' Zvorn out, untt is ; replaced 'by. a necv unit of. ..
greater

,
size; capaëity or cost : " . ', . . . - ,

, : -In ~ thé case of n railway company which has a~gieat ;multiplicity of units ; 'and agreat number of units under each headina, .that is to say, millions
.-
of tiesthousands ofbridges, hund-reds 'of=locomotives and, cars, thousands of tons of teel'rail,:;the'éost "of ~- - - .,renewals will"gerierally. settle down a fter , ,a few years to a nearly uniform annual charge .`For instance, if the lifeof a 4 ie is eight years,this means in'practice that :each year

about one-eighth of the total numbçr 'of ties , in the road will lhâve to` be renewed . . Itmay bq "approx imatclÿ thë same tvith` the othér elements of value ; but whether it , isf ornot, the Fcompany must'ma' 'replacèments in kind ~ out of earnings,yana eârnings'should : '
be suffcient` toallozvthe coinpany to,do this : besides carning ,all other espenses and 'a ; .."fair rate of return on ° tlie investment. If large amounts ; of money , are suddenly

11

required for réPlriciri g~ large ` items; tlie ;company may be allowed, with , the `âPProval ofthe : proper authorities, - to issue ~ short," term_notes or bonds, to provide the necessary 'funds .for such re~lacements, with the' requirementw 1 that such ". notes or bonds, shall be
gradually amortized .by meansof a' fund= ,whicli is"added ' to yearly out of ;"earnin,"-, ,'tosuch e:rtent that said fund may be'large enough to pas, the'-notes°"or bonds when-due.Such a transaction docs ' "not alter the principle that renewals in kind must be .paid ' forout of earnings. . `

. .

The conclusion to be ' draivn from these cônsiderations, as it'seems t .o me, is that,. . .if . a physical valuation is used as a basis of rates, or capitalization,t or condemnation, :` .
no "depreciatioii T should be deducted . from such figure as may be - finally determined
to ~ be the true salue new, unless de p reciation has -not" been . properly provided for by: y
renewals ; in other~words,unless the company has failed to maintain .the property inreasonably good operntizig condition, making necessars rene walswhen required .

If - tl ié property ~ has been udequntely ~ m:a intained, it is as valuable forwoperating
purposes as if it were necv. A fixed amount of capital went intô it, and that capital, . .... . . . .tvas entitled to earu a fair rate"aboro asufficient amount'to pâÿ ôperating espenses;fixed x charf,►es, "titxes " and depreclatlon . , If, subsequent tô' the , original côiistruction,, avaluation is made ` nnd" the ~txue value " of the propcrtS, is 'determined; there = is 'no : . .logical 'reason- for deducting `,depreéiation, utiless excessive dividends have been paidand undue depreciatiôn , allowed . The entirô original, capitalpropèrly invested, as
the fair present`value; is entitled to earn it9 fair return just'as it asoriginally ..

e, 'for i'ustance, that a publicSuppos scorporation for tvhich business is
ready and waiting, issues and expends the sum of $1,000,000 for'its property ând that the



I I
~~3~~f11i! i

k

46 RAILWAY IYQ UIRP COMMISSION,
; V,A.19177 GEORGE.

elements of -physical -valué are such that nô large renewals will be required at any- one

time;_ but thâ~ the maintenance of : the, property . required }~ a-- tolerâbly unif orm annual

èapenditure`; : in such case
.

there will be no necessity for the accumulation 'of a so-calle d11
deprëçiation fund Nècessary renewals are :paid ~ for' yèarlÿas . they . oce"ur, yet ' in the

:coursë of few ÿearstime, -the depreciationof the- physical property ; may .,amount to
,.

say .:25 . percent . .,-°Is there any.rèason in thig-fact for-the claim that the company is

ôver=capitalized or: that 'it should . be allowed to'vearn a fair return on only $750,000,
. . , s ,

or that if 'taken by condemnation
.

only ; the~ sum of -$750,OOO-shôuld . be: paid for - it $ It

is .-true that if . the- public ,_ should ,take over the` propertyz_it wôuld be taking ; ph9sical

elements ` whose} actual : value ~oüld bé `,only $750,0à0, but . .the' public _ would ;take over -,. . .
the property_ -subj ect . to ; the necessity

,.
of : making _repairs : and renewals when~ needed ;

and as I an operating concern, the property; would' bë worth the original investment of

01,000,000 ' which had , been` legitimately- è.xpended • on its ;" -construction; or whatever. ;. . .
might be ' its subsequént value new. , If the owrs were only pâid $750,000, and if

since - its tonstruction ` thé; stockholders ,had ' .rQceivéd ônly', fair dividends upon = their

original legitimâte investment, and the prôperty ,; had: been adequatelÿ J maintained; .it

would clearly be uzifair to take thèir property: and paythem - only $750,000, or to decide

that :-their- corporation Was over-capitalized or . to allow them . thereafter.° to earn a fair

return upon only$750,000 '
The cse _ would be veiÿ différent if the stockholders had received excessive di-vi-a

dends, or if the property had been inâdéquately' maintainêd, and., necessary . renewals

neglected in ` order. to, pay such excessive dividends In such cases, it would be proper

to " deduct from the Jtrue value new . à portion or tlie whole of the accrued depreciation .

J f the, propertÿ of the,. concern is of _ sucli n . charactër that renèsvals rëqïiire the

eapendituree of large sums . at th e' " egpiratioii ,of,, considerable? periods - of ' time, as for r -
instancè, in . replacing the machinery of a power , plant, a,steamship, or pipes in city

streets, proper managementwould rèquire_ that in ,order to-- provide for" such renewals ~

a_ depreeiation 'fund ~ shôuld be - established %nd should l be, added to each year . out' of

earnings to such extent that the fund would be adequate to provide for :such#renewals-

~rhen the should r become necessary.", In this'. case a valuation of the prôperty ~ would
Y . . : .

show; among the ,physical,assets ;-:the amount of, money'`in this depreciation fund, and

if `this amount were adequâte and, were being added-to each year upo n a plan, that
would ' provide : for ' renewals' ivhen: necessary,`, the fûnd'should be considered as ,off-' :_

setting a11 accrued depreciation .
'̀ 11 water company or - gas or électric company- whose property . consists of e large

units which are ' not renewed to any large extent prior to total replacement, should '
establish sucli . a 'depreciation fund . , Râilroad'coinpanies, '°however, have rarely estab-

lished such` funds -in the past, inasmuch as their expenses for renewals, while varying

from year to year, séttle , down approximately to, a fairlÿ; uniform annual charge.

It has seeméddesirable to express in the übove discussion, my .views with refer

ence to the -mâtter, Of depreciation, for ' the reason that I have always held , that in rail-_

road valuation thé fair present value of the ' prop~rty, LLnew,' should be determined, üsing

as aJ basis either .,the original cost new, or the cost of reproduction new, and that from .'

this süm no depreciation slïould be deductéd in` valuations made for rate or capitaliza-

tion,r or condemnation purposes, unless excessive - dividends havetr- been - paid and the

property : has been allowed to deprccia.te unduly in consequence ihereof. . -` ~_
rtI may add that it is perfeçtlÿ clear to my mind that in the case of a railroad pro-

pert9 which bas only paid reasonable dividends, and which has been adequatelymain-
tained . in `good : operating condition,-, if , depreciation is 'deducted ' from a valuation of
the property new, then thereafter,_th© operating Iiability 'of the company . for, mainten-
ance should only amount tokeeping ' the property l up to the assumedi depreciated-condti-, 3

lion . In such case, when - a new tie is put into the track, inasmuch as the tie removed
has no value, the entire cost of the new tie should be capitalized; or if the condition of

all` the ties has been assumed as 50, per . cent of .the value new,`then evcry tie renewed,
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should have half the value of,, the tnew tic, charged,, to capital, :, In : other- words, the' .• _ ,, . . . .
valuation gives each : andÿ everÿ,: item Ïwitli a, depreciated' value, _ depending :-upon its age -

and condition ; and in . renewing~ that . itein later, the~ company -should?;only` be obliged

to=renewit out of ' earnings up t6-that :identical depreciated value. Such a planwould,

iria few years,nïore-or less depënding on circuinstances; .resült, in allowing an increase .. . . ,
of câpital~precisely equalto'the--assumed depreciation ; since~ each item wlien renewed

nëw,~could involve .an increaséof capital equal :to its`dep reéiationsliown ;inahe valu-~

ation and ;thereaftér the -operatingliability would be :for renewal- in, full., •- .This,=.would

bring us back again_to-thé original: proposition that',no dëpreciatiôn slioùld be dedûctëd
f rom the 'Value new,- althougli ;; if , this result should be reached through :the process

described, the stockholders, while ,the ;adjiistment was-taking. place, ;would ,have-beeri :_

penalized by .bein~ ;allowed â"fairreturri, not :ontheir origirial investmerit lionestly .-

made or, the`true valué;new, but `on `a smaller sum.
Ono-further point` should be,mentioned . . ~ .It is often argued ,,that if ,the -.value .of

n new~; istaken at its present :value, théninuan of ré roductio chland, in `a estimate p ,
as this value has ' inall probability increased+or appreciated :, siince-the road was built, it,--,

~ .
is also necessary that elements wliose value has decreased~ or . depreciatéd, should hsve _. . . ,
such deprèciation deducted .'tiIf we - alloW appreciati , on

;
, of `land; itis said, .whyshoul a

we not?=: allow depreciation of rails,' ties, bridgés, ; etc. ? . .This proposition ,however,

incolves the :fallacy that .the word "appreciation" when" appliedtâ` increased-Tâlue -qf- . . . .
land is not`theconverse"ôf `depreciation asnpplied tô=rail ; .tiés and bridges.' `Land has

-apprèciatéd, if it costs iuore t°~ u ib-day
ida orih allathen irilan lestimate of :the' costbridges cost less to buy to day t y . g Y,

of .reproduction, wc~ would take this lesser 'cost ; we would properly - allow„ this deprecia-;

tion of those elements just as we allow thd appreciation of land. 'But :the ' depreciation

of rails; ties and bridges, due to wear or the action of the éleménts is a totallydifferent

thing, and tha t is the sense in which the word is genérally usëd . In other. words; a false

antithesis between thô words " -apprecifition" and " depreciation" is the fallacy , involved

in the argument rëferred: to : This fallacy , has been the .source-'of much~ confusion of

thought on this .particular subjëct. The'above is a general discussion of the subject ôf ,

depreciation. . .'In, the present valuation, • which is - simply_-to ascertain : the-- total present

iiorrnal value of the property, the depreciation stated is the estimatëd total, deprecia-

tion. It is an: undoubted fact that some parts of - the Canadian Northern System have,
been allowed to ' depréciate unduly, and to a considerable éxtent .

r. ï ,. , _ . ~ ... . . .

.

: .° DEFICIËNOY OF5EAnNIrGS. ", . .
: " ~- , . : . A . • • `, . . ~- .._, , .

If the original .côst'of a,properto, as of to-day, is bein; estimated as"a basis for

the valuation, it is evident that°every element of-such cost must be included ;-not only

the first, cost when . tho property was built, ° but • any subsequent : cost for additions
.

or a . ..

improrements o r renewals, cases * where elements of thé property havé beenrenewed on

greatCr sizo_or capacitÿ or'at greater cost ' than their originalcost. . Thisis one-,of the'
dlfficulties in` the first cost method, since it is frequently difficult and not seldom`impos- _,
sible .to tell from the annual accounts what propo itioii of annual • ezpenditures ; should -,

be charged to ` maintenance, and what proportion to improvements or capital . ,' In ,

addition, it"is generally recognized that any deficiency below-a"fair rate of return in

any one year on the original"cost up to that ÿear , which the stockholders have, suffered

should be added at the end of that year to t~e cost of-theproperty . In, other.words, anw_
investor expects to receive, and is -entitled 'to receive, ! a fair return from the outset . .-'If
there is dôubt as - to whether tho propërty can' earn such a rate, then the investor will - â

delnand a correspondingly larger inducement, in the way of larger bond interest, greater

discount on bonds, a stock bonus, preferred stock bearins a high interest returli, or bp
, . . , , .some other means. ° : .. . . f ,. ~. . . .
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Of course if - what is- assumed as a .* fair "raté' of -retürn is , taken high enough,

deficièncy ineàrningà'ought;notto be :inclûded .in thé value ; but -assuming .thsat a fair

rate, of , return is based upon présent . conditions and a:fairly prosrôus corn, it is

unquéstionably fair tocapitâlize a deficiency of returns if it has" existed at any period
._4>> _

during the history of :the compâny. It would be'entirely ünfair; for instàncè, in; the
case~ of a company, properly financed, and which for mànyyears had neser , Pâid av aivi-
dend until, during a'period of a fëw ycars of éxceptional prosperity , it managed to pay
5 percent,- to allow. it to earn thereafter, onlÿ . ~ -or,Gper cent .on its original cost with-

. ~ . ~. . ,
out regard fôr, the many yéars during which , its ..

stockholders receicèd nothing . :,
Similar considerations àpply if the valuation is, made , on the basis of the cost of" _ _ . . .. - .

reproduction : new, except that if , the-property is,reproduced to-day;- it must be:assun`ïed
to find the conditions of to=dày awaiting it., If thèaraffic of to-dayà is sûch as to enal?lé _ . ;
the compàny' to eârn a'fair rëturn on -its true value; theü" no allowances should be made

for any: deficiéncy in; earnings durinb ; the', early - years, âlthough ` such`,deficiency_: may
hâve actuâlly existed during : the, early history of tlié company . : To make such : alloiv-, ,
âinces would be confusinb original cost with cos' t of reproduction. On .the other hand;.
: if conditions to-day do not allow- the, company to earna fair ;eturn, then an.estimate of

thé,,cost of reproduction new made 16-day .should be incrèased year ,by year hereafter
by the amoünt : of such déficiençy, in . estimating allowable returns or capital:' ,m. . .

.-This consideration, which` is usually~ nèglected .in =discussions -of~ this subject,

affords another`justification`for: estimatin g real estate` at its cost'of reproduction `ut,thé . ;
présent time; this being strictly interpreted to mean the amoûnt 'whichtho company,
would be obliged to" pay, for the property if purchased to-day. ' It is another instance of

the necessity of adhéring; in to one basis or * the otlier,eitherlthe ôriginal-

cost, or the cost of reproduction ; ànd `anotlier_reason for, questioning the soundness of,
the decision' of the ' court ' in the {31innesota Rate Case.

In the present valuatiôn, therefore; nothing" has been allowëd fort any: deficien'cv .in

earnings. _ '. ,, . -. .,, . " . . <. . - ~ . . . • _ _. .,,. , . . :
Respectfully submitted,

GEORGE F: SWÂIN . ~

II. 'GRAND TRUNIi- PACIFIC .
, . . - ~- . . . • . . . y. . , ..,, ,

The method employed in conducting the - wôrk .with relation to, this system . was the
same as hasbeen already described with'reference to the Canadian Northern Systew ,

except that for the entire main line of'the Grand Trunk,Pacificawe havé used the açtual

quantities for grading and bridsing as approved by the,DominionGôrernment. . The,_ . .
Dominion subsidy, however,' only covers the main line, and-the Dominiôn

w;
Govërnment

had not, thérefore,'approved the estimate of quantities for branch lines. For, branch .
lines, therefore, we tused the results of "our own inspection, as well- as for -many items. . . ,. . _ .
on the

n eonvenient to divide' theGrand Trunk• Pacific ` into two~ sections, namely the
Prairie' Section, including the main line . and - branches cast of Wolf ` creck, nnd ,the

.,.g , . . , ,Mountain Section west of Wolf creek .
' Table Ishows in the last column the result of, our valuation of the Prairie Divi-

sio, main lino only.
In the first` column , the tl cost is given, based on the statement from the' company,

certified to thëGovernment for the main line.
Table II gives similar information for the Mountain Division-
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The first column gives incomplete ` cost figures as . submitted - b~ the railway com-. r, . ., .. . . _ . , .,, . _
pany,' in,response, to ' thé request of the Commissioh ; the second column gives the result ,
of oûr vnlnation . ~ ~ :

The third column" bives the same as the second, 'some items being"combinéd in this
column " ,. ,

.

The fourth :column - gives'the cost based upon figures cèrti fi ed to the Government .
by the :cômpany. '

TABLE I .-Grand Trunk Pacific Railway, ,P rairie Section.-Main Line Only .

Comparison of Valuation and Cost c

Description of Account .

Right of .way and real estate . . : .
. .Grading and tunnels . . . . . . . . . . . . . . . ., . . . . . . . . . . .

Steel bridges on concrete abutments, etc . . . .. . . . . . .'. a` . : . . . . . . . . . . : ;. .
Trestles and culverts of timber . . : . . : . ;'. . . . .: . . : . : . . . . . . . : : .`_ . . . . . : : : . ,
Ties : . . . . : . : . . . . . . . . . . . .` . . : . . . . . . . : : . . :

nd fastënings . . ,: .Rails, frogs and sR itches and,
. .:Track-layibg . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . .-t . . . . . .. . ."Ballasting . . . . . . . . ... . . .. . . . . .. . . . . ... . . . .
..,
. C

sBuildings, n-ater stations, eta . . ; , .--• • .-•s- - . . •

Shop machinery and tools . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . , . . . . . . . .
, , ~. . . . . . .. . . . . . .Fencing, cattle guards and snofen~es . . . .. . . . . . ,

Telegraph and telephone lines . . . . . . . . . : . . . _4 •
Equipment and maintenance of sections ; . . . .. .
Solidification . . . . :" ::' . . . . : ., . .': . : . . : . : . : . . . . . . . . . .
P1ouRhing fire guards . . " . . . . , .
Interlocking signal apparatus . ,
Crossings and 6igns . . . . . . . . . . .. . . . . . 4 . - . . . , . . . . . . . ..- Fuel . . . . .

' Gas-making machine . . .. . . . . . . . . . . , . . . . . . . . . . . . . . . . . . . . :
Electric light plant . . . . : . ... . . . . . . . . . . .. . . . . . . . .. . . . . . . . . .
Trans

. .
. . . . . . . . .portation charges. . . . .. , . . . . . .

Construction rolling stock . . . .. . . . . . . . . . . . . . . . : . . . . . : . . . . . . . . . . . . . : . . . .• . : . :.Fuel stock' . . ,.., - :,
Dining and sleeping car~stock .

.
; , . . .,', ., .. . . . .

Tie stock . . . . . . . . . . . . . : ., . . . . . : . . : .' .r . . . . . . . . '.~ . . .~ .
.

Lumber stock .. .. . . . . . .. . . . . . . .. . . , . . . . . .. . . . . . . . . . . .
Telegraph stock . . ~ . . . . , . . . .

Totals . . . . . . .. . . . . . .. . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1 iContingencies ' •

Legal and engineering ezpenses . . . . . . . . . . . . . . . . . . . .. . . . . . . .~ . .
Interest : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ,-

Remaining overheads . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Deduct---~
f . . .Telegraph ' opcra ting profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Operating trains pro it . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . • •
Road s t o c k . . :

er
. . . . . . . . . . . , . : .~ . : . . . . . .` . . . . . . .

Station lumb st
.
ock

.
. . . . . . . . . . . . : . . . . . . . . . .'. . , . . . . . . . . . . . . . . . . . . . . . .' .

i .

\
. . . ~ .• ., ' , . ~ ' r ;, .., :

Totals . . . , : . . . . . . . . . . . : . . . . : . . .. . . . . . . . . . . .

_From
Government
--G.T.P. '
Statement ;

807,331
7,261i350
2,139,385

, ;1 ;839,805
2,490,405
6,528,752
836,250

2,868,887
2,136,828

204,661
538,379
436,28 1

2,644,448

50,709
81,657

'. 92979 2
87
36
25

422,61 7
a,43,250

19,104
85,892

695
29,241

31,558,867
. .
"~3,460,300
,8,237,476

43 ;256,643

° 186,366
5,466,817
116,565
62,24 2

37,424,65 ;

Valuation .-, .

3,705,8748,597,102-'
2,0169192 :,-

,1,594,571
- 2,288,3916,071,893, '
' 650,715
-2,223,645
2,245,481

134,655
` .`529,803

442,958 -
248,537 "'

_446,544"

101,40 6
68,105;'

_152, 000 ,:

31,507,872
~ 834 ;060 °
1,950,528 .
3,140,401
1, 330,433

- 38,763,294 `

38, 763, 294

,20
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TABLE II .-Grand Trunk Pacific Railway, Mountain Division-Comparison Statement .

Description of Account .

Right of waÿ : .., . , . .
Real estate . . • . s : . . . . . .

1
•

Grading . . . . . . . ,. .. . . . . . . . . „ : :.:.
Tunnels : . . . . . . . . . . . . . • i
Steel bri dges : . : , • : ~ ~`
Bridges, trestles and éulverts: .
Ties,
Rail . ., . .~,.` •

.

Frogs and sRitches : . . . . ,
Track fastenings. . . ~ • • .
Ballast : .~.` ° . ~ . . , ` •

.. + - . . . : .
. . .

Z rack-laying and surfacing . : . . • . . : . . . . . . : .. .
Fencing . . . . . . : . . . . . . . . . . . . . . . . . . . . . . . . .'.,
Crossings and signs .`_ . : : .
Telegraph and telephone lines .
Interlocking and signal apparatus . . • :

, .. . . . . . . . . .Shop machinery
fihops . . . .

~, .

Water stations. : : : • • : . . •
Station buildings and fiztures .
Storage warehouses . . . . . . . . . • f

• • • .Miscellaneous structures . . . ., . . . . ., .-.
Snowsheds : , . . . .1 ~ •~ • ~ .
Fuel stations : . . . •
Docks and wharves . . . . . . . . . . . . • • •
Roadway t,ôols . .. . . . . . . . . . . . . . . . .
Maintenance during construction • a. . ~
Solidification and adaptation .

.Plowing fire guards . . .
Transfer boats and barges . . ... .. . . . . . . . . . . . . . . .

. .Work west of Prince Rupert dock . .-.- . .
Construction rolling stock. . . . : : . . . . : . . . . . : .
Operatinq trainsloss. . . . : . .+ :. •
Operating boats and barges loss . . . . .. . . . . . . . . .
Dining and sleeping car stoçk . . . . : : . . • • : •
Tie stock ..' " • +•
Telegraph stock . . . . . . . . . . .. . . . . . . ..
General stores: _ . . . • •

-- . . .- - F. .
~ Total .. ` : . : .

.Interest : : . . . . . . . . . . . . . . . . . . • :
Legal and engineering expenses • •
Contingencies . . . . . . . . . . . . .... . . . . .. . . . . . . . . . . . . .
Remaining overheadc:, . . . • . . . . . . . . . . .. .

; . y .,
Total (carried forv~ard) . . . . . .

Deduct--~ .
Telegraph Operating profit . . . . . . . . . . . .
Wharfage and warehouse operating profit
Road stock . . . . . .. . . . . . . . . . . . . . . . . . .. . . .
Fuel stock . . . . . . . ... . . . . . . . . . . . . . . . . . . . . . .
Lumber stock . . . . . . . . . . . . . . . • . . . . . . . . . .

'Net oost. . . . . . . . . . . . . . . . . . . : : .

G.T.P .
Cost
from

Railwa.y:

282,090}

46,953,334
2,509,796

= 7,978,000
~ 2,518,997

1,206,059
4,441,016

73,028

•1,500,845
2,382,61 1

37,119

Valuation .

_a
_3,140,490

1,535,289
41,516,494
2,431,978

.6,i96,646
2,346,48

-~'"1,461,665
4,924,480
- 75,086
787,302

1,505,298
~ 664,011

89,457
.~, .,., ., 21,149

492,543 394,443

. 1,110,903

. . . . . . . . . . . .
I

00
'
&

fi49,115,
380, 442 331,090
403,655 ~ 470,655

32,61 6
-110,G89 173,206
188,481 `227,508

210600° 164,303 '

, .

-22,711 <' • 130:33 3
228,465

813,689
• • ., . . . . . .

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

. ... . . . . .

. . .. . . . . . . . . .. . . . . ' ^

72,971,632 ; 70,458,05 7
,---8,767204

. . . . . . . •

72,971,632 88,057;502

_4,G75,779

_43,948,472

6,196,646
2,346,48 9

1,315,646
3,569,608

1,461,668

5,786,868i

1,505,298
664,011
89,457
21,149

394,443

. .100,500

1,884,190

-210,60 0
130,33 3

-228,465
>.813,689

70,458,057
- 8,767,204

3,946,987
1,315,646
3,569,608

88,057,502

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

. : . . . . .• .I . . . . . . . . .

72,971,632

. . . r'. . .' .

.'.88,057,502 88,057,502

G.T.P.
Cost . -

' from , I : .
Government .

311,344

48,035,575 '

7,839,246
2,161,469
1,453,762

5,568,379 •

'3,,129, 050
753,750
433,172 ; _

5030031--57 :"
100, 703

1 ;811,0-1 2

156,72 1
222,013

1,502,458 '

633
.36 ;132 : .
620,77 1

2,642,304
913,986 ',

= "17,427 '
748

43,619
12,31 6

1 3

-"i8269721
9:882:672
,355,470 w

93,507,86 3

' .138, 5~267,351 '
38,887
12,697",,43,222

93,307,184

, . -.. . ' - . . . . : . . ~ . , .a . ~ -.
. :. . ,. .' ...,; ,

. . . .. .>. ,. ..- ., . . .. .. . .

This total includes the sum of $2,642,304 for "construction rolling stock,'-' .which probably represents

equipment furnished by the Company to be used in construction . Our estimate includes no such item • .
because the prices that we have assumed have been based upon the contractor furnishing his own equip-,
ment, so that our total i s properl~ comparable with that of ~the company in column 4. Diuch of this

"construction rolling stock" i s still on' hand, and I understand that Sir. Collingwood . Schreiber has
approved but one-half .of the original item, which would amount to crediting the company w ith this

rolling stock at a .depreciated .value of 50 per cent. ._ •

.• ~-,
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TABLE 111 .-Grand Trunk . Pâcific Railway, Prairie Section.
_ . . . _ _, . .

, r4LUATION : SU11S14iARY .

MEA$UREABLE QUAN'I'ITI E

Amount.

1ti innipeg--:llelville : . . . . . . . . .
M e1vi11e-Biggar,`. . . . : . . .
Bi agar-Edmonton . : . . . : . . . ~. :. , . . .
Edmonton--SVolf Creek. . . . . . . . . . . . . , . . . .

Totâl excluding Edmonton . . . . .-_ .-" . _ ' ` :
Edmonton Terminàls . . ,, . . . . , . .

T o t a l . . . ~' .
Unearned increment on land . . : . .' .

Total exclusive of 9earned`incrementon land .-.-`,.,

8,560,389
7;604,070
8,361,861
3,949,082

28 ;475,402
3,032,470

31-9507,872
'2,898,543

28,609,329

Rate perMile . .

30,57330,674
32,001
33 ;52 3

' , 31,'39 0

:A4,287

31,136

. . . .. ~ .

OVE RHEAD3 IICCLUDED .

° iComm.
Statement .

Grand total ; including unearned increment on
__ . _ ..~ . , . . ~; _ ., . • "

Grand total, excluding unearned increment on land . : . . . , . . . . ." . . . .

S 38,763,294

35,400,596

TCLUDIN(3 O VERHEADS .

Amount .
Rate perMile.

10,614,882
-9,429,047
10,368,707
4,896,862

35,309,498
3,453,79 6

38,763,294
3,362,698

35,400,596

- . G .T. R.
Statement .

E 37,424,653

37,424,653

37,910.38 020-39:681,-41,569
i 38,926

.42,184

~ 38, 527

Difference .

$ -}-1, 338,641
-72,024,057 ' ;-

~

LAND, AND JNTERESTa SU :►15fARY.

Subdivision . 'Con- ." '
struction .

-Land .
TICTERE$T . O N

Con-,
struction .

Winnipeg-aleh ille. : . .
]4ielville-I3i~ar. : .~. . ~. . ~ . . .

'BigfiatL- Edmonton ., ~ .
Edmonton-Wolf Creek . . .. ' " .

Total excluding Edmonton Terminals. . :
Edmonton TerminAls. j . . . . . . . . . . : : . .' . .'.

Total'including Edmonton Termin:ïls. . .
Unearned increment on land. . . . . . . . . . . .
.Total less unearned iâcrement on land . .

20g---4j

7,924,409
7,205,220
7,961,461
3,833,362

2G,924,452
877,54 6

27,801,993

27,801,998

:635,980
398,850

- .400,400115,720
1,550,950
2,154,924

3,705,874
2,898,543

, 807,331

792,441
720,52 2
-796,146

. ,383,33 8

2,692,445
39,490

2,731,935

2,731,935

Land.

114 ;476
71,793
72,072
20,83 0

279,171
129,295

408,466
;319,228

89,238

, RE3SAININ(i

; OVERIiEADB ON

: . .Con-
struction .

Land.

1,109,417
1,008,731
1,114,604
536,67 1

3,769,423
, 144,795

3,914,21 8

3,914,218
. . . .. .. .k ,, .

t
' 38,159'r
23,93 1
24,024-,

6,943 : :

93,057
107,74 6

200,803,
144,927

'55,876
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TABLE III.--•Grand Trunk Pacific Railway, . Prairie Section'Concluded.-

UrEA R N ED INCREMENT OF'Iw&ND .

Excluded .

-Total construction . .- ~ • . . ~ ••••• i
Total land. '. . . . . . . • • . ; . .

Construction plus land . . .
. . , . . .Interest on construction• • •

Intereq- t on land . . • . • . •
, . _
Interest on cônstruction` and land . . . : . . . .
Remaining overheads on construction . .-.-, . . . . . . . . .
Remaining overheads on land . . . . . ., . . . . , •

. . . : . w `
.i °' . .( +. . . . . `

~ . .

. • ~ . •

Remaining o verheads on const ruction, plus land . . . . .. . .

Grand Ibtaïs . .. . . . . . . . . . . . . . .. . . . . . . . . .. . . .

°27;801,998
807,33 1

2,731,935
. :89,238

23,G09,329

3,914,218
55,876

'2,821,173

3;970,094

33,400,596

TABLE 'IV.-Gra'nd' Trunk, Paci fie Railtvay, liountain`~Seçtion .

. .v ., ., ..
VALUATION SU~i

,
IARY,

:141Easva.+s1 Z Qvatv-MIES
- ... ~~ .'~.:. .~ ' ~ ..... :~ ~, : ..~ ..._,

Subdivision .

Wolf Creek-Jasper . : . . . . . : . : . ; . . . . .': . : . : . : : : :
dasper-M cBri de . . ,: . . . .. •. . . : .
McBride-Prince George . . . . . . .
I rince George-Endako .. . . . . . . . . . . . . . . . . . . •

. . . . . . . . . . . . . .Endako-Smithers : . . . . . •
Smither&---~Pacific. . ., . . . . . . . . .`. . . . . . . . . . . . . . .
Pacific-Prince Rupert . . : . . . . . . . : . . . : . . . . . . . . .+ .

• TotaZ excluding Prince Rupert Términals . . . . .` . . .
'Prince Rupert Terminals . . . . :. : . . . . : : . . .` . . . . :`. .
` p. , .

Total-including Prince Rupert TcrminaIs . . ; . . . . . .
Unearned increment on land . . . . . . . . . . . . . . . . . .. . . . .

P clusive of unearned crelnent on land . .'. .

Alnount.
,

6,592,409
8,719,668
14,611,219
é8,077,981
5,785,11 1
10,012,541
11,257,89 1

65,056,820
5,401,237

70,458,057
: 4,364,435

66,0J3,622

"'Rate-per Mile .

80, 21 7100,146
0, 182

46,281
93,575
T95,406

78,243
. . .

r1 81,634
. . ., .~ .

,79,392

Ihcluded .

S

'4 7,801,998
3,705,874

2,731,935
408,466

3,914,218
200,803

31,507,872

3,140,40 1

4,115,021 :

38,763,294

INCLIIDI Nd O~ERIIEAD3 :

:ï Amount. Rateper Mile .

8,309,070
10,987,825
18,414,206 •

- .10,181,097
7,293,123
12,61874414,203:4441-
82,007 .5W6,049,99 3
88,057,5M I

,.° 4,767,086
83,290,416

S

74,32 1
101,054
126,211
~,~

117,93 2
120, 3fi 3

93,626

105,775

100,013
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TAB'L'E _'IV,-Grand-<Trunk Pacific Râilway, Mountain Section-Continued .

Overhea l .'j,
Include d

Prince Rupert Tetminals, exclusive of land . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Prince RupertTerminals, Iand . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

.
_ ,. . . . ' . .~ ' ~

G.T.P.
Estimate.^.

6,049,993

': . Comm .
Estimate.

Grand total, including Prince, Rupert Terminals, w ith their. .
Iand . . . . . . . . . . . . . . . . . . . . .. . .. .. ..

Grand' totnl, 'including
.
Prince Rupert

.
Tcrminals,~ ~a•ithout
- ' .their land (E88 ; 057,502-$4,004,498) .

Grand total ; excluding unearned incremént on
.
land . ., . . . . . . . ., , . , ~ •

I.A.ND AND INTEREST

Subdiv ision:

Wolf Creek-JaQper: . . . . . . : . . . . . . . . .~ . ° :. .

Jasper-tlcBride. . . . .. .. . . . .. . . . . . . . . . . . . . . . . .McBride-Prince George . .
Prince George-Endako
Endako-Smithers . . . . . . . . . . . . . . . . . . . . . . . . .
Smithers-Pacific. . . . . . . . . . , . : , , . . . . : . . . . .

. . . . . . . .Paci6c-Prince Rupert ., . . .. . . . . . . . .
Totals excludin R Prince Rupert Termtnals .`.

. . , . . . _Prince Rupert Terminals . . . . . . .
Totals including Prince Rupert Terminals : .
Unearned increment on land . . . . . . . . . . . . . . . . .

Totals, less 'unearned increment on land . . . .

Constru e-, tion .

6,526,554
8,693,563
14,509,441
8,006,961
5,683,056
9,938,971
10,795,318

64,158,869
1,623,409

65,782,278
. . . . . . . . . .

65,782,278

88,057,502

*84,053,00 4
, .'83,290,416

SUDiDiAILI.

Land:

65,855
26,100,, 101,778
71,020
97,055
73,57 0
462,573

897,951
3,777,828

4,675,779
4,364,435

311,344

93' , 307,184

93,307,184
93,307,18 4

r-

2,045,495
4,004,498

Difference .

= 5,249,682

:-10,016,768

NTEREST 0V ..

Con,-truc-; tion.' ,
Land.

.~ .

848,4521,130,164
1,886,227
1,040,305

739,448
1,292,066
1,403,39 1

8,340,653
211 ;043

8,551,696

8,551,696

RSàfA2NII3(3 OVEB=

'HEADS O.T

Construe-
tion . :, :

i .

15,8056,264
24,427

` 11,045
23,293
17,657
111,017

215,508

215,508
140,785

74,723

i

848,452
;1,130,163
1,886,227
1,040,905
739,448

1 ;292,066
1,403,39 1

8,340,652
- 211,04 3

8,551,695

8,551,695

land ,

S
3 1952
1,566.6,106
4,261
5,823
4,414

27,754 ,

.53,876
226,67 0

280,546261,866 ,
18,680
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UountainTABLE -" IO .- Grand Trùnk Paci fic Rail«ay, A

U NEAR\ED IICC12E ME N̂ P.

I

Eicluded .

.•,.
Total construction . . . . . . . .. . . . . . . . : . • - . . • , . . . . . . . . . - ..` . . . . . t .. . . . . .,- • •

Construction plus land . : . . . . . . . , . ;. . . .
Interest on construction . . . . • .'. . . . . • • . • • • • • • • • • • • • • :

.Intereston land . . . . . . . . . . .•• .. . .•• , . -• . .••••••••• .--~-, 4, . , _ .. ,

Interest on construction and land : . . : . ~ . . - • • - • - • • •
Remaining overheads on construction . • • - . •
Remaining overheads on land . : . . .

Remaining overheads ôn'constru ction and land . . : : . . . . . . . .
, . . . _ . . '~ ----•.- - .

Grand totals. . : : : . . . . . . . . . . .`, : . . . . . . . :, ._ . . . . .

7GEORGE V, A . 1917
Section-Concludèd. "-:

65,782,278
' :311,344

8;551,696- = 74,723
66,00 ,

8,551,695
18,68 0

TABLË`_V.-Grandl Trunk Pacific Ra ilway, <Prairie '' Section .

ESTIMATE CO5IPARISO1
. _ _ . . . . ~,' . .

. , ., ..

G.T.P. • Esm auTe . .

Including Land . .

Construction cost . . .. , -t •`. .
OVcrheads, less interest t • •

, . , ~. ,.
-Total, excluding intcrest . . :. : . . :.:• .••• : :•••••••~
Interest . . . . . . •• .~ . .

' Total, including interest and ovenc~ads ., . . . . . . . . : .
Deduc,t-,

.Telegraph operating profit . . . . . . . . . . . .. . . . . . . . . .
. , . . • •., •Trains operating profit. ._' . .

Roaa stock . . • •-- •
Station lumber stocL . 7 . .` . . . . '

. . , _ . , , ., _ • ~
Total deductions . . . . . . .. .. . . . . . . . . . . . . . . . . . . . . . . . . . .

-Total . . . . . . . . . . .

'Narz .-Intcrest
tioned .

5,831 ;990

37,•L4,653

42,304 ;1a8

5,831,990

36,472,208

Included .

65,782,278
4,675,779

8,551,69 6
= • : 215 .508

8,551 ;695
;280,546

70,43 9-,05 7

8,767,204

8,832,24124 1

88,057,502 '

Coaiac. or IxQcixr ,
EsrtuaTE . k

Including
Land:

W ithoL tland .

31,507,872
4,115,021

35,622,893
3,140,40 1

38, 763, 29-!

38,763,294

27,801,993
3,914,21 8

31,716,216
2,731,935
34 ;443,151 ;

34,448,15 1

amounts in "Withoût Land" column "G .T.P. Statement" are not exact, but propor-
. fi _ . . ~ - • - ; ., ,. •

31,558,8G7
3, •1G0, 300

35,019,167
8,237,476

62 2

8,626,41 9

8,570,375

83,290,416

«'ithout
Land .

30,751,536
3,460,300

34,211,836
•8,092,36 2

43,256,613

186,366
5,466,81 7116,5G562,242
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TABLE VI:-Grand Trunk Pacific Ra ilway, Mountain Section .

ESTI :1fATE ` COb1PARISONS .

.Construction cost : . . . . . . . . . . . . . . . . . . . . . . . .
Interest. .`: . : .° . . , . . . . . . : . . : :
Remaining overheads :

Total . . . . . . . . : .
Deductr- ~

.

Telegraph operating profit . : : . : .
Wharfage and warehouse profit. . - : ~ .
Road stoclç. . . . . . .. .. . . . . . .. . . .
Fue"tock " ' .' ~

' Lumber stock . . . • . . .

a .Total deductions. . . . . . . . .
.Net cost . . . . . . . . . . .

G .T .P. EsnNini-E :

- Including Land .

38,522
.67,35 1
38,887
12,697
43,222

s-
78,269,721
9,882,672
.5,355,470

93,507,863

200,679

93,307,184

Without
Land . '

S

77,958,377
*9,807,950
•5,336 ;789

93,103,11 6

200,679

92,902,437

55

COMM . OF, INQIIIRT _

EsT lauTE .

IncIûdingLand. W ithou t
Land .

S

70,458,05 7
8,767,204
8,832,241

88,057,502
- .~ .

88,057,502

65,782,278
_8,551,69 6
8,551,695

82,885,669

82,885,66 9

. ,. , , ~. . . .

'Nam:=In the G.T .P . "Nithout Zand" column, ' the reduced interest and overhead is not eaaçt ;
bût arrived_at by . deducting, from the knoam total interest and remaining overheads, 2 4 per cent and 6'
per cent, respectively, on the land deducted :

TABLE `QIL-Grand`. Trunk Pacific' Railway.

"CONSOLIDATED . STATE:1iENT. ,

. .. ,

Constru o-
.

Land

. ,

Other
, r .

Repro- ,
Linc . Dlileage." ' f  tion Cost Interest. Over-ï duction .

, . , a, Items.,
.. . . ; heads, .Cost.

g , . . ' . . . . .

r • \, . . .
,. ..

v r . $
.

! e

Main Zinea-Prairie section
1Vinnipeg-9ielville ,," . : . : 2S0•00 7,924,409 -` ;635,980 ° 906,917 .1,147,576 10,614,882 '

. . . . . . . . . . . . . . . . . : . .I1lelville-Biggar . . . -248•00 7,205,220 398,850 . .792,315 1,032,662 9,429,04 7.
I3ig8ar-Edmonton . . . . :`., .' .,". . . . . . . . . . . 261•30 7,961,461 400,400 868,218 1,138,628 10,368,70 7

Edmonton Term inals .•. .: : . . . : . . . . : . . . .
Edmonton-«'olf Crec . . . . . . . . . .. . . . . : . : :• ,

, 11-76
; , 117•8 0-

• 877,546
3,833,362

2,154,92 4
115,720

. T68, 785
- . .404,166

252,54 1
543,614

3 ,

, , r . ..
Total Prairie DfâinLine. . . . : . . . . . . . . 918• 8 6 27,801,098 3,705,874 .3,140,40 1

•
4,115,021

. ., .. ,_ , . . . .
Dlain'Linea=.ltounlain Section. %

Wolf Creek--Jaspcr . .: : . . . . . . . . . . . . . . 111 .80 '6,526,554 '65,855 864,'257 852,4 1 04 8,309,070
Jasper-IfeB ride. . . . : . . . . . . . . .

George . . . . . :, .
-' 108•70

145•90
8,693,568
14,509,441

26,100
101,778

1,136,428
1,910,654

1,131,729
1,892,333

10,987,825
18,414,206

Prince George-Endako. ., 115•10 8,006,961 71,020 1 ;O:i7,950 1,045,166
. ~: . . .Endaka-Smithcra . ; 1= 5 • 00 5, G38, 056 97, 055 - 762, 741 745, 271 7,293,123,

Smithere-=Pacific. . . . . . . . . . . . r : . . : . 107•00 9,938,971 - .' 73,570 -1,309,723 1,296,48 01
Pacific-Prince Rupert . . : . . . : . : :

1.
118•00 10,795,318 462,573 1,514,408 1,431,145 14,203,44 4

Prince Rupert Tcrminals . . . .. . . . . . . . . : : 1 - 00 1,623,409 3,777,828 211,013 437,71 3

Line: : . . . . : . . .Tota111fountuin Main
' . :. ` . M `. ; . . _

832•50
. ., . .. . . .

65,782,278
.

4,675,779
. . . . .

8,767,201 8,832,24 1
.. - .

.~„
453,79 6

4,896,862

38,763,29

1 825

10,181,097 -

12,618,74 4

6,049,99 3

88,057,502
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Line. rüle3ge .

Construc-
tion

Items .

.

and
Cost

~

rnterest .

. ,

Othe r
Over- .

,

Rtprv .
duction . I. heads :' .- Cost . ' I

Branch Lines Co . _` = S ; .
. ~ E

Harte=Brandon . . ;Melville---Canora : . .. . . . . . . 21- 9
54 - 6

194,277904,079 96, 51 1
59,921

14,53 3
44,279

32,024
129 566

`337,315
1 137 84531ie1vi11e-=Regina , ,

Reâina=Northgate ~ .: *'
212 • 0
155•1

4 ;188, 850
2,324236

1, 246, 034
145,095

263,260
° 113,297

,
648,740

. -332,647

, ,
6,346,88 4
915 275Young-Prince Albert ï

Biggar-Lôverna :'.°.
111- 3103-6 1,780,6281, 603, 529

_ 196,14585,000 - 91 ; 897
77,259

;' 259, 09-i
-' 228 744

,

Oban-=Battleford--Carruthers
T fi ld--C l

97• 8
' 1,825,632 -879391 87,397

,259,058eo a gary .: :
Alberta Coal Branch . . . . . .. . . . . . . .

201 2
56 .7

4,696,589
2,331,958

1052,396
12,757

274,490
105,703

710,142
327,112

6,733,617

'Total Branch Lines Co ., :~ 1,014~2 19,849,778 2,981,250 1 ;072,115 2,923,027

Saskalchewan Raflway . ,''

tieyburn branch : . . , `; , . . . . . . . . . ,14•9 177,957 > 31,075 . 9,873 26,468 .:` 245,373
'Summary. _

. . : . . .. - . : " . -
. ., . : .

.. . '
: , , , . '

. ' . .
' .

.. s

iain Line, Prairie . ;~• ~
iain Line, Iliountain . : : : . . . . . . 918 -8 6P2-5 27,801,998

65, 782, 278

4 . .

3,705,874
4, 675,779

. . . -4

3,140,40 1
204's, 767

.

4,115,0218 832 '241 ,
ranch Lines Co . . . .: . ~

"
1,014•20 19,849,778 2,931,250

,
1,072,115

, ,
2 923 027askatchenan Railn~ay. . : . . . . . . . . . . . : .~ 14•90 - 177,957 ,; 31,075 . 9,873

, ,
26,467 2~t 5

. .~ ; 2, 780 -* 4 6n>`_ ., 113,612,01 1
, .

11, 393, 978
, . .

12, 9 9 58, 9i. 15, 901, 756

ti

D
1l
B
S

153,897,33 9.

7 GEORGE V, A. 1917_

TAaLE VTIT .-Grand Trunli -Pacific ' Railwa~.

CONSOLIDATED STATE11IF7N'P, - . .

~ GRAND TRUNK PACIFIC RAILwAY. ,

In;Brtt{sh Coi:cmbia.`

OvERÜEAD CHARGES.

A.' On all• items except land- =
(a) Contingencies, :2 p.c. . . . . . . . : : . . . . : ,` ;

.

(b) ~Engineeringi 5 p.c, on 1'02 . i . . : . . . .. . . . . . . : . : .
(c) Legal, etc. ; 3 .p:c. on`1'02 . . . . . . ~ ~

, (d) .Administration, I p.c. on 1•0276 . . ' . . . .• ; . . . . . . . . .

Total without , -
overheads=l : .

TotaL
1•02
1•071
1•0787
1•0864,
1•0914
1•2224
1•2591 ;

_ , . ; -- -- .-
- (e) Taxes

._, i p•c: •• . .
•

.
• •• • .•• •••i • . :•• •• ~.^. .i : . . 1 ."'••' . . ,

~ . (f) Interest, 4-year period equals average 2 years,`12 p.G on 1'0914.
(g) Cominissions, .3 .p:c- on " l`2224 . :a . . . . . . ' : . . . : . . . .` : : . ,

Say. :26 p .c.~ y
~ . ;

B.~ On land---

- (a) Administration, I- p .c. . .
(b) Taxes. 1`p•c. .,a .,:' . . . ., ~~, ~ . :

. . . . . .', ,
(c), Interest, 4-year period, 24 p.c. on,1•017°5, .
(d) Commissions, 3 p :c, on 1•2617 . .' . . . ; , , '

Say, 30 p.c.

•
. ~ . . . . . . .' . . :. 1•0076

. . . - . . " . . . . . . : ' 1'0176 :
. : . . ~ : . `' . : . :' '1•2617• ,

. . - . . . . ~ 102996

2,
2,327,764`
1,994,532
2,260,378

2,777,530

26,831 ;170

38, 763, 29-i
88,057,502
26,831,170

, 373
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GRAND TRUNK PACIFIC RAILWAY.~ .. . . ~ _ _

Prairie Section, -Main -Line .
OVERIIEAD CHARGES., . . _ ,

Total - withou t
A. On all {téins éxcepi land- ".

overheads= 1.
Total.

(a) Contingëncies,,3 p.é. . •• • l'03
-(b)f Engineering, 5 p c., on 1 03: : . ~ ~' •- • >?'0815
(c) :Legal, .:eto.~ 1'.p.c• on 1.0 %. • • ' , • _ .,' 1'09Y8
(d) ' Administration, 1 , p .c.' on ~ l'04 ; : •

c• . „ , •.(e) Taxes,-say J `p•c`, .. •
., . . . 1•1022

1•107
2 (i) '_ Interest, ` 3-yéàr' period, average.1 i year at • 6 ~ p.c. ~ equals 9 P .C.

on'1'1072 . . . . . :'. ' . : :'.` , •'• • . . : . . . . . 1•2069
(g) ~ Cornmission, 3 =p.c . on all previous .P2069 . . ~ 1•2431'Say, 24 p.c. : . , ~ 11 . . . . 4 - .

5

B . O n la~nd--
(a) Administration, etc., 1 p.c. " 1'01
(b) Z`aaes, 3 years aA .7} p.c. equals 1 i P.C .% . . ~. . .~ . . 1'025 .
(c) Interest, 3 years at, 6 p•c: ~ equals 18 `p:c. on 1•025 . . _ :• . . - " 1•2095
.(d) Comrm :ssions,'3-païon .1'2095 . . . 1'2458

Say, 24
. . . . ~ . , . .

p•G. _a . .. . ' - - -
x t'A large part of ..the difference betweeii the results of our. valuation and the cost ~.figures, either, those received direct' froni- tfie 'company or, those certified to'the Qov=

ernméût, arise from the - higher , vuluntion which we have assigned to real estâte or
right ôf .~cay, - and especially-to the terminals at Princé Rupert :

These: terminals originally cost - little or nothin,g ; • Ât'the,present- tinie, however,~on the basis, of the assessed valuation, which - is' the basis of our figures, the real value. - . , . . ... ., :is large. .

nient ôn land, together'~cith interest and other ; overheâds '

$3,705,874, 'and thô cost of right of way' and real ; estate, namely, $807,331 . .' •

This is a case in . wliieh,k if the railway, were removed, . those lands,would appar-
ently return to theiroriginal valuë ; .that is to say, they owe their present ' vâlue prac- -tica lly entirèly, to the presence of the railwa3•. ` ,

Tt might perhaps fairly - be said, - therefore, that in, ëstimating the cost to repro-
p pe y, -, inasmuch asduce the ro rt ' if - the raihvay were removed these -ter`minalâ wouldbe . of little or no vûlue, they should be giren a small value in the estimate • however , weassigned to thém a Value based upon` the assessed Value of . adjoinin~ - property per

square foot or per" acre.
. In ôrder, A herefore, to compare properly our valuation with : the' estimate ' of `cost;.the unea rned . increment of these . and other , lfinds should - lie deducted This has beendonè ' ,in tabla III and in lable IV.

Table III gives a summary by subdivisions of the Prairie section of the estimated
: Gost of construction and-of land, with interest on construction items% and on land, and, ,
,remainin g ` orerheads nlIowed on construction and on land.. . ~ . , ~. ,"

For the estimate in the la'st line
.
c~f the table proper, the so=called urie :~ri~ed irere- * ' '

pertaining to land, havebeen excluded .
The unearned increment ont land is ' the`differenco ~ between our` estimatc, namely,,

The ° other 'en tries in this line are thô ~ interest on this unearned increment, and -, rthe other overlieads; using the sam Percentoges that have-been 'used: throuahout oure.-- timate for this system .' . .. , . _ , ., r

At the bottom of table III is7 S ive
.

n Ra summary w. . , ~hich ahô ws that our total esti-
mate,` excluding unearnéd increment, that`•is tô say, putting in the right of way, and
other,real estato at cost, is'$35,400,506, ;which compares tvith,a" total of $37,424,653,xbasea on the Grand Trunk Pncific ' statement submitted to the Government. In' otherwords, our ; estimate of the cost to reproduce the Prairie section main line of theGrand Trunk Pacific using, ho wever, the cost figures forvreal estate, is about $2,000,000 ` less.than the ` actua1 eost .
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section ; ôf , the 1 Grand Trunh-` Pacific; ' e$cluding _ the ~_unéarned increment rvon land, is

on the Grand Trunk Paci fic are lower,tlian those of the CAnâdian Northern Railway .̀

that the--Grand, Trunk Pacifie was a -more expen sive lino thariw was justified by th e

In a similar mannèr , table IV.• summarizes the figures . for the Mou ntain section,
of the ' Grand Trunk Pacific, as "sliown -in table ' II, , which

_
shows .thât our total °estimàte,

excluding ünëarned,, increment as n, table III, is $83,290,416,`which`câmpares witha total of $93,307,184, bàsed on thé_" Grand Trunk Paci fi e statèmént submitted to'thè~ _
G over

~
nment.

In order to compare these_figures, .however, it , is furthér .proposedto eliminate.
the interest~- charges, ïwhich:'àre quite different iri the cost estimate ` and in our own
valuatio.n. This°comparison - is'<made in tables V , and VI. The former , in:the Prairie,

- section,- th"elatter : in ., the . 1liountain section.
Taking up table V, li ue"1 shows the, construction cost from table, 'L first ë includ-

ing thé land,' and second;lomitting the land: Our ' estimate jincluding- thé-land but not
the inter est, is $35,622,893 . , ; Our" : allowance`° for : interest - is , $3,140,401 . O fir total,
including interest and all`overheâds, is $38,763,294,, agreeing with tablè' I.`

fi ~ ifigures,' ho~véver, have ô$set ° agains tThe Goveinment , interest - paid, receipts f rom
operation of trains, : from" telegrâ.ph` and : certain` items of stock as 'shown .while ïour
estiniate has talïén acconnt of .none of these itéms . '. . . ,

Leaving .; o'ut the .land, , it. will, be`seen that ou'r : total figure for-- thé Prairie section
~ .$2,000,000 ress thàn`,a about .thè Grand Tru;'nh ' Pa...ciSe figûre afterthè deduction'above
rëfèrred to has, been made, whilè including land ' (and its `unearned : increment) : we are
$1,300,000 `aboQè thé cômpany's figiire :

Table VI mâkes similar comparison for the 1ltountain-section, which shows our
tôtal, excluding land but inclûding ~ interest and other :ovërhéads,` is "about $10,200,000 -

,te: s than . the éstimate of the corripany, _ ,while ` after making;the- company's deductions
for, receipts and stock our estimate is about $10,000,000 less A hân the compang's. .., =

If oùrfigûres are correct,- tlieréfore, the Grand Trunk Pacific system * should . have.
i

. . n . .. _been bùilt, for nearly $12,000,000'less than it aetually , eost
_
.

Just why théré should ' have - been this ~ egcess of cost TMis .not for f ine to ; l'esp ain,
âlthôugh . it would appear that some of th© prices paid were , higher . than should hav e. . , .-. ,- . . . ,.been .pâid ._ ... . - . • -. ;~ . . . . . , , . . .

It will be observed . that our estimate of the cost of - reproduction I of the' Prairie ,

about $38,500 per ~mile, including' âll overheads. This is `consideràbly , lârger than gour :'
estimate` for the Canadian Northern prairie lin-es .' &' .: . . .. ~ .

Thë'reason for. the difference lies partly fin the character of the country through
which the Grand -Trunk Paci fi c passe3," which is'less favourable . for construction;-than -
that through~whiçh the other line passes, and partly alsoe in the füct that the gradients

If thé Grand ;Trunk Pacifia had been built with a: more undulating gradient, the quan-
tity aIld cost of grading'would have been considerably - reduced, and also the'cost o f
bridgës; and especially of .timbera trestles, of which-this line has a' large numbe'r of
costly ones .

On the whole also, the Prairie section of : thé Grsind` Trunk Pacific is more sub-
stantially constructed ' in many ways ~ than the Cahadian - 1Torthern ; it" lias in:geiiëral
more ballast, bétter ties, and widér shoulders to`~ the banks than the' CanAdian Northern, ~
pnd I should expect for this reasôn alone a considerable difference in cost .` I may say,
bowever, that it seems tome, after riding I through the territory covered by these Iine.9,

tr.nfiic,'jmd that a more undulnting gradient with a smaller first "cost, would haro p"ro- ' :
duced eèonomically just as'gôod results:, , , . . . .-the Mountain sectionconsidered as a`whole, however, the Canadian 'orthernline "is not inferior to the Grand Trunk .Paci fic, but is in some respects 'superior ; Its
roadbed is good, its grades are easy, and it is in every way well constructed .
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Between. .Edmontorn'and " Resplendent~ the two , lines , are closely parallel, and :here
the Grând ; Trunk Pacific is on-- the whole the more su-bstantiallÿ - constrùcted

,
liné, and.

the moreeconomical to operate
.,

. Its grades are° lighter, '-it - has less rise and fall,r and
léss curvature,' avoid ing ~ ë smit which oéc urs .on ' thé Canadian Northern east of, . .Jâsp

.

better
Jasper On the whole, the Grarid" Trunk Pâçific . is, between=`these two ,pomts; the

liné, although*. it has' longer . and, higher :tréstles, and experiences çonsiderablé
troublè each yèar : where it > passes ~ along, Brulé ` lake, near Jâsper, , on - account ôf the -
drif ting of sand r frôm thé river-ted;'ïavhich completely covers, the tracka and rèquirés
eonsiderable ëxpensë for remoQal . Thé , Canadian - Nôrthërn line is, ° at this point„ on
the' opposite side of the river,'.-and . the-prevailing winds are in its-favour,'_blowing_the -

- sand away ..`rather than " upon ? its traèks .
West' of Rèsplendenta-the two lines "dive I rge, - the Canadian -Nôrthern following thé; ,

North ' Thonpson . river"southward, and the
-
,Gr"and Trunk Pacific ; follôwing' the - Fraser

river in a northwestérly direction . _ .Thë twô' lines thûs pass through ëssentially, differentcountry, and : cannôt . fairly be directly compared . The character . of_.the couritry , tra-versed ~ by: the Canadian Northern' is ', the môré favourable; and the, portion of tho . Ca.n-
adian•Northern"frômJ Resplerident,to thè coâst is' tlie best"part ofthat line . . The grades
areeasy "and the road-bed and strûctüres 'substântial . -The° Gr and Trunk Pacific west of -
Res léndent Passes through sôme;, v "~ P , a ery soft ground; ' as far west' "as ;. Hazelton.~' Thi s._.material has been si serious source _6f expense to the Grand Trunk Pacifi c, 'and will
continue ` to ""be for . some ÿears to' come.- 5 Not -oiilÿ . was it necessâiy, to change the
original location: in many instances ; but in many cases almost an entire hillsidé was put,' in motion bÿ the construction of the' road, "filling, up ditches and " _cuts. .and : moving
em`bankments ; requiring heavy expensè rforéxcaQation~ " subsequent to < thé ` opening of
the lirie . The movement has not stopped,- and 'there will continue ,to be heavy ' expense
for some 'time to'coïné., - Hére !'again the general limits adopted - for gradesând'curves
probably gréutlÿ increased the . expense, ; ',- Had, an uzidûlating grade béen 'adopted,~ withmore curvature, the -liné would havé' cost , much léss., . • . . ~ .- _

The Grand Trunk Pacific line is ' Iôcated generally on`.the south side of the riverswhich it follows between Yellowhead pass-and Hazelton. Soûth`- of the line there - is
range°of .hills and as the line is on the south side of the riversaitis notegposed to the
sûn` as much âs the land 'on the°north` side and,,, consequently, cüts `do , not .drÿ out as •
'quiclaÿ as thes- would if the line had ' been located on the north side .

At fi rst glance it would seem that an error in location had been "made and that the
railway should ha ve been located on the north side, but

,
snap judgments aré dangérous,

and':I . would 'not wish to make` the abo ve staterneni ; unco riditionallÿ without`furthèr -
information as to the actuul character of the ground ôn the north side of_ the river..,_ . f .

Tables VII and VIII : g ioe our fi nal consolidated -figures . for- . the' Grand . Trunk-Pacific and the Grand Trunk Pacific Branch Lines, Company (the distinct corporation
owning'the branches ôf the Grand Trunk'Pacific system :)" ; .No account has been"taken
of subsidiary corporations of the 'Grand ;Trunk Pacific Company, suchas the' Grand
Trunk Pacific Development, Company and the Grand Trunk Pacific . Steamship Com-
pany.- .' Our attention h as been confined` entirely, f6,, the railroad Iines scheduled in .
tables VII and ;VIII.

f

In addition to making the estimate for the , Cpt nadiàn Northerü and the Grand
Trunk Pacific, we wcre `asked to make comparisons betweeri certain' portions of these
lines and portions" of the Canadian PQeificf system running through: similar territory: -




