o

i

o

o “supervision, although the Department of: Rallwnys, as prekusly stated estlmated and T L

S e g RN ovemxmo cmnees.. "7-;

S ing the necessary. capital. These are all proper and necessary expenses and must be. _
- incurred.” They would, thercforc, enter into thc ﬁrst cost ‘and should\ be mcluded in an

A

already been done. by nother. branch of ;the Government, and Wrthout domg‘so we’
( were of course not in a posrtlon to cntlcrze the results. obtained.". L

‘ rehable, without any reference to those which had ‘been - pald although ‘the latter: ‘were
avallable. "It was found that in the eonstructlon of the Grand Trunk Pa01ﬁc "the work -

' sections, varied. substantially-from each other.- This of. course -was to be expected,’ and

"‘_\»

' cost, computed on preliminary esblmates of .quantities,  Such’a prehmmary estxmate, '

~-for "instance, might. have shown 500,000 cubxe yards of earth excavation, and 50,000 ..
} 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 ~

* rock, and yet be the lowest bidder on the basis of the estimated ‘quantities; and if his -
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S In the valuatlon of the Grand Trunk Pamﬁc Rallroad masmuch as the quantxtles_
had been estimated ‘and officially. approved by the. Government through- its consultmg
engmeer, Sir’ Collmgwood Schneber ‘were:on file;” these quantities were assumed ‘in
our. estlmate as’ correct " There was: “no.oceasion’ for ‘us to go over work which, had )

< With reference ‘to unit® pnces, " however, we- used figures whlch We cons1dered

‘had been let in sectrons, and that the unit prices for ‘the same items, even. in adJommg

resulted, in some cases from a desxre on the part of the ‘contractor to. substltute his own
]udgment Wlth reference to estimated quantrtles, for. the. prehmmary estimates of the °
_enginéers. *I understand. that bids for each section” were let on’the basis: of the total .

exceed the estimate, while the amount of ‘earth excavation- would be much below the ,
_estimate..” He might, 'therefore, bid a low pnce for earth and a very high.price “for .

Judgment as to the relative amounts of earth and rock should prove correct, -he mxght
“make a very large’ proﬁt since he would be pa\d the amounts bld per Cublc yard for
the ‘actual quantities excavated SR o

. Furthermore, I was informed that in certaln contracts on thls hne, the pnces had
been changed after the contracts had beén let, and-that these prices” had .been made
retroactwc. Apparently. the conduct of the work itself was not under’ Government -

apprcwed the total. quantmes paid for. - L e
~“The unit pnccs for the Grand.Trunk Pacrﬁc were therefore ﬁxed ‘in the present

SO estlmate, in the same manner as for the Canadlan Northern, sometimes varying from ;
the latter, however, even in- the same drstnct on- account of local condltlons or hls- Yoo

toncal development Lo

The clements of value whxch have: bcen rcferred to hxtherto, represent only. the

physmal 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 physxcal elements,
namely, the so-called overhead ‘charges, which include contingencies, engmeermg, “legal -
- expenses, . promotlon, orgamzatmn and admxmstratlon, interest during constructxon, :
~taxes and insurance durmg construction, commissions or cost of financing’ and secur- -

estimato of the cost of reproductxon. i SRR - ,

P B . ; 2

(a) Uontmgcncws.—Thxs item covers, in gcncral all uncertamtles in the estx- g T
mates of quantltxes and wmit 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 unccrtamtlcs of many kinds, as for instance, with. reference -
" to the foundations of bridges, in which case the character of the undcrlymg soil, the .
"method of constructing ‘the foundation, and cven the dlmcnsxons may bc uncertam
unlcss ongmal plans are avmlable. bl e T

(A




' Again; accidents of greater; or. less: seriousness ‘are practlcally certa1
connection w1th ‘any’ work m‘volvmg costs of. greater or less magnitude. Furthermore,
temporary structures may “be’ reqmred during the: construction and large quantltles of
material may be used in’ “fills over. soft ground ‘which no- mventory or, surface examma-
tion would disclose.. There are many instances of. this on’ ‘the lines. which we have con-
sidered, where so-called muskegs have caused: large expense which is not included in
the valuation of tangible or - visible items.  Liberal allowances have been made for mus-
kegs and other cases of: hlddcn quantxtles, “and these allowances tOgether thh the allow-
ance for contingencies, in my opunon, “fully cover these “uncertainties. i
>*If the' valuatlon of ‘a property is based- upon -an’ mventory of those; thmgs only,
«j\vhxch can’ be seen or: dxscovered from or1gma1 plans, it is almost certain-to be’too
.“low. -Suppose, for mstance, that ﬁfty years from'now a valuation’ should be made of
the Quebec Bndge " The 10,000 tons of steel lymg at the bottom' of the: river .would -
not be observed and perhaps would be- forgotten Accldents for ‘which nobody can ke’
- blamed are. llkely to oceur, and represent a certam or uncertam cost whxch is’ always T
mcluded in- the total. - . 5 e S Ty A
- ~Tt"is sometimes argued that 0 allowance for contmgencles' should be made m
the valuatlon “of ‘an - existing’ ‘property, although such allowance is: reasonable in' an’
“estimate of ‘cost made’ before the’ ‘property is. constructed Ay own. opinion” is that an -
* allowance. for. contmgencles is probably more. Justrﬁed in the former case’ thzm in the
\latter, although it is fully -justified i in both." i :
. The amount of this allowance should vary wrth the complexxty of the property, N
1ts character, the possxble uncertamtles in-the valuatlon, and other elements. ‘In'the &
present ‘valuation:T" have - “allowed - for- contmgencxes, 5" per: cent ‘on the Canadian -
" Northern lines for the Prairie Dlmsxon, ‘6 per cent on. the lines east of Port Arthur, L
“where there are ‘more uncertamt1es, and 2 .per cent in ‘British Columbla whcre the
actual pay quantities ‘were known’ “and - were assumed in this valuatlon )
S On the Grand Trunk Pacxﬁc, inasmuch as the actual pay quantltxcs were assumed o5
‘the allowance for contingencies was 2 per’ cent in tbe Mountam sectxon and 3 per P
. v.ent in the Prame sectlon. S T : LT o

L (b) Engmeenng —Thls 1ncludes the maklng of all prehmmary mvestxgatxons and ..
‘plans, as well as the ﬁnal plans, and the engmeenng supervxsxon of all constructxon and S
* other work. - - o
" The probable allowance for thxs 1tem 1s, of course. l1ke the others, very varmble,
dependxng upon the difficulty, “character and extent of the work.” Tor a: railroad in a

- mountamous region, the actual cost of engmeermg- ‘would be much greater than for .-
" a railroad in a Prairie region, but on account of the greater cost of the former.line - -
- per mile, it might be a smaller percentage of the total cost. On large’ undertakmgs the :

: percentage for engincering will generally vary betwecn $ and 10 per cent. L _. ‘
: . In the present valuation it has been taken at 5 per cent for the Canadian Nortbern oy
e on the Prairie Division; 6 per “cent on the main lines cast of Port Arthur; 5 per cent . -
~on branches; and 5 per cent in British Columbm, the percentage here bemg less than -

““on lines east of Port Arthur, on account of the much larger cost per mile of the line

e in British Columbia. * In other.words, on the Prame lines we have allowed for’ engi- ,?'

mermg about $1 000 per mlle and on the Rocky Mountam scctxon about $3 500 pcr ,

" mile.

On the Grand Trunk Pacxﬁc 1t has been assumed at 5 per cent tbroughout

- (c) Legal Expenses -—Thls 1tem mcludes the salancs and crpcnscs of law. oﬁicmls
costs of litigation, nnd any other legal expenses which may be incurred. It may be a
very small item or a very large one, depending upon the character of the property-and

: the cxrcumstanccs attcndmg its construction.” This item does not: ‘include the cost -
“of acquiring land, which is mcludcd in the valuation of right of way and rcal cstatc-

In thxs esumnto legal oxpcnscs ham been assumcd at 'one per cent St S




S (d) Promotwn, Orgamzatwn ‘and. Admzmstmtwn ~—The cost of. promotlonfls cer
»tamly a proper charge against an undertakmg Tt 18" ne€essary for some one_to take
" “'the 1n1t1at1ve, and procure’ ‘the’ necessary mformatron, mterest ﬁnancrers and - others,
* and's0 ‘initiate ‘the work. - Next comes’ the cost cof orgamzatron, “which -includes ‘the
o mcorpo‘ratron and orgamzatlon “of. .the’ company, the securing: of franchxses and simi
Jar steps, all’of which-cost money. A:Eter the organization of the. pro:ect is its admin
- jgtration. throughout the penod of constructlon, including salaries for, general oﬂicers
~ ggents; accountants, clerks, and.all: other, employees not mcluded in:the’ engmeenng
. - and. legal ‘departments,* and all adm i tratlon expenses for‘fmatenals“ i
i prmtmg, travelling, ete.” 5 ) :
oo I the present. valuatlon thls item has been assumed - at one per’ cent except. n-
ey both hnes m Brltlsh Columbra, where 1t has been takenl as three-fonrths of .one’ per
B 'ncent o ‘

TR (e) Taa:es ‘and msurance during constructton.—-Certam expendrtures are neces
ke sary under these heads.. In the present valuatron, in.the absence of: more definite.
"~ information, they have been assumed-as one per cent and one—half per cent in Bntlsh
‘,:,‘“Golumbla and. on branches in. -the Easta : - .

(f) Interest d nng constructwn —An’ 1mportant overhead charge is the mterest

S on. money borrowed or mvcsted in the property during the period’ of constrnctron Tt
e is unquestlonably a proper charge. ‘Its amount involves an' assnmptlon as to the ‘rate
= of interest and the period of constructlon. 'The rate of interest must be that which
.~ would:be. charged in'the case of :a new _company, and not the rate: ~which_ the same:
. company could command after its success and credit-has been - %tabhshed o
b In the present valuatlon the interest rate has been assumed’ at 6 per- ‘cent. and the

d as shown in the tabulatlon of overhead charges whlch follows

T

(y) Commzsswns —The cost of ﬁnancmg and secunng the necessary caprtal
i thh which'to carry out the enterpnse is a necessary cost. Thrs does not include dis-’
l’,.,.count on secuntles, which T do not regard in general as a’ proper overhead - charge, :
2 but slmply as"an’ adJustment of mterest whlch should be amortlzed after the com- . -
o pletlon of the work. . - - ool
o Ifa company sells its'5- per cent long term bonds at 80 1t could probably ‘sell- its
65 per cent bonds at par. - If it adoptsthe former course, the fact that it receives only .
-+ $8in cash for cvery $10 par value of securities, has nothmg to do with the valuation *
" of the- propcrty. "In the case of any given company at a given time, the total annual- g
. charge. involved in'a bond issue, for interest and amortization .will be very ‘nearly. the -
same, no matter what the interest rato carried, the term and the price at which the -
“bonds are sold. - If fifty year b per cent bonds are sold at 80, ‘the investor, assumxng;tbat 7
he holds the bonds to maturity, may be said to rccelve .6-25 per cent mterest, plus'a "
sum-which, -if contributed annually and put at “interest, will amount to $20 in- ﬁfty -
- years, or somethmg like 0-25 of one per. cent; a total’ of -about 6-5 per:cent. JAt all ™

- events, tho company, if it provulcs for amortizing the dxscount ‘a8 it should, will pro- . - SR
. vide this'sum out. of° earnings. ~ "During the fifty years, if the credit and financial .
‘stabxhty of the company remain good, the price of the bonds should gradually rise. to ] L
par.- Under the same cxrcumstanccs, 6} per. cent bonds should bring par. "The com— PR

‘. pany has the. optmn ‘of issuing bonds at par, or lower. rate bonds at a less price; in

- cither case, if provision is made for amortizing the discount, as. should be made, the

" total charge for- interest will be the same, no matter what the rate of interest.or dis- -
e count; - If bond’ dxscount were allowed in the: phystcal valuatlon, the company ‘might -
~ boost the value of the property to almost any extent, thhout mcrease of annnal mterest
_charge, sxmply by sclling sccurities at a discount. ‘

~It'is not intended- to qucstxon the fact that it is frequently wise' to scll bonds at
. a dlScount, nor. that 1t is’ sometlmcs dcsxrable to- gwc shares of stock as a bonus w1th

S QV~ .




‘a~block ‘jpf_'.:bbnds,‘§~-_31}§lif_ tralvls’a(;tiqh:s’,/.’ hbv}evgr, are’ mere
-financing, and have no bearing on the physical valuation., = =

““Ttis proper, however, to charge a fair percentage to cover the expenses’ of interest-

' the bonds in this case carried a Government guarantee.

“is a percentage of the cost of the work including éontin’géncies; the charge for interest

7 ds for interest on'the money expended, not onlyijr'the‘physipé.l'items, but for contin- =

E o

“indeed, including itself. ©- "~ . o

‘ation is to allow. reasonable amounts.

i ',}", . -necessary to pay for steel,or concrete or land or othér physical property..

.

I i present valuation have been determined, and the percentage used. - .

P .. total-(1-06), gives: a_total, including contingencics and engineering,
"%+ - this manner the total overhead charge has been computed. T

.

.

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

would make the interest charge_ 4 per cent on ‘tho;tEtnl cost, including previous over-
heads.” . - o 7 e Pl :
- With reference to

e overhead charges for the main line, 24 per

~ times the fair normal value of qdjoining property. -

. o S . . O ‘ e
o

are’ mefeiy . partof the méphddé “of- gy k

ng financiers, paying for such examination or investigation as-they may. desire to make °
‘before underwriting and the proper expense'of marketing the securities:. In the present -
" ‘valuation, the allowance for commissions has been taken at 3 per cent.  While this may - -
~be generally low for a new property, yet in this case I think it ample, considering that

D LA i L :
/. Some of these overhead ‘charges apply not only to the valuation of the physical .-
-elements, but to some of the other contingencies. - For instance, the cost of engineering. . -

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, -

' These overhead charges’ can only. be “estimated . approximately, and . they would . :
~undoubtedly vary in the ‘same property depending upon the date of construction, or the . -
“engineer in charge, or the promoter, or.the fiscal agent. All that can be done in a valu-
* The total of these overheads, however, amounts .-,
- to a considerable sum, so large as to be surprising to those who have not given attention
" to this phase of the question, or who have the idea that a property only costs what is

° The following tables show: the method by .which the overhead :chg‘rg‘é’\st?’i“nwt‘l_lé

. . In theso tables, unity (1) represents-the total estimated"cost of reproduction of =
" * the .physical. items, "without any allowance “for overhead charges. - If.6 per-cent is" .
e allowed for ‘contingencies, then the ‘total, with this allowance, will be 1-06. If .G per -
- - cent is allowed for enginecring, this 6 per cent is computed on the total with contin- . -
.. . i gencies, namely, 6 per cent of 1-06, which equals'-0636, which, added to the previous- -
' of 1-1286. -In - ..

L ~ On the Prairie Division, whero the grading was less, and where there were not 'so -
..\ ", many hidden or uncertain items, allowance for contingencics was taken less than in'
LTt thga Eastern Division where there were more muskegs and generally greater uncertainty. -
AT The principal item of overhead charge is interest. “In order to estimate this, a -
T - programme of construction had to be assumed. - We assumed that the main line would
“be constructed in three years, and that the payments would be.made practically uni- -
J , - formly throughout that time.. The interest-charge would, therefore,-be an average.
4 n.«. .peripd of one and onc-half years on the whole expenditure. - We assumed the.interest .-
" rate at 6 per cent, making the total interest charge 9 per cent on the entire expendi-

Rk ~_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 6 per cent-

- the land values which we have allowed in our estimate of the - .-
" cost of reproduction, it has already been explained that, for the right of way in general, -
~ we allowed double our estimated value of adjoining lands.. To this has been added, for

- cent. . Our estimate, therefore, of the cost

- of reproduction, is practically two and onc-half times our estimato of the fair normal
- value of adjoining lands. In cities we have allowed for the cost of reproduction, about .
- ."_ 925 per cent in excess of the value of adjoining property which, with the addition of 24
per cent for overhead charges, makes our estimate of tho cost :ofrcprqduction 1-55 .V




: There is no questlon, in my mmd that our estimate of the cost of reproductlon of -
,!,the right of way and real estate is hberal and not fairly . open to criticism as being too"

> low. < I anything, I believe it is high. "It must be borne.in’ mmd ‘however, that thlsi
estxmate includes all costs of acqmsltlon, mcludfhg damages; and it is mtended to be:
< gn estimate of What it would cost to- acqun'e these propertles under normal condmons. :

- Tt must be borne in mind also, that much of this nght\of way when the railroad.was |
constructed ‘was in undeveloped terntory of llttle value° and, mdeed that much of. 1t
1s stxll of very small valu

vl CANADIAN NORTHERN RAILWAY
) Eastem Division, Mam L{ne, East of Port. Arth

o+ Ovzxnm CHARGES. ~Total without -
) BRSN ; f]overheads_l.‘
< Total: .\
1006
: ,",1’1236
0101342500
101449
11549
.7 1°2588"

A. On all {tems except land—
RS . -(a) - Contingencies, 6 p.c. PR AT A S
Yo e (D) Engineering, 6 p.c. on 1°06.. oo cas

Sl L (e) Legal, ete, 1 p.c.on 1°06.. .. . .
' (@) Administration, 1 p.c. on 1°07
“(e) Taxes, 82y 1 D.C vu’ v selns ;

~(f) Interest, 3 year-period,. say,}9 p.c.’ on 1'1549
“(g) Commissions, 3 p.c. on 1'2588.. edee Wl

S Say, 30 pc. B

e B.Onland— Tl T ey :

T b (a) Admlnlstratlon, ete. lfp.c.i.. DR
’ (D) Taxes,!&yearsat}pc.:lipc.‘.. eeien  eeeeilee

. .(c) Interest, 3 years at 6 p.c. equals 18 p.c. on 1'025.. Cae e

. (d) Commissions, 3p.c. on 1‘2095.. RITIATICE o }. i he e e

Say, 24 p. R >
e CANADIAN NORTHERN RAILWAY i
. : _ . Prairie Division, Main Line. Y AT
ST Ovnmmm Cnucns
A. on all ftems. ezcept Iand— f"w ,-f PO R
"7(@)" Contingencles, 5 P.C. .. ..o Vet 050
L (b) Engineering, 5 p.c, on 1°05.. Y veilen
. 7. (0) Legal, etc, 1 p.c.-0 0N 105, . s aa e e T e
27 (d) Administration, 1 p.c.'on 106..~. veeales e ee
o S (e) Taxes, 8a¥, 1 D.C et oo fes’ea s eee e e entas en
o -~ 70 (f) Interest, 3-year period. Average 1] years at € pc. equals 9 pc. W
Sa ot on 101886 i ee e ee i veiee seee seies e eslesteniesen ..1°2356
- (9) Commisslons, 3'pc on 1'2356.. o ee ue e e 12727
Say, 7.zp. « RO
" B. On land— -+ ’ R Sl e e
R As on’ Eastem Dlvislon, main’ line. 24 po. o : T I .
No'm Speclal termlnal appralsals made by special engineer include all overheads. LT
- CANAPIAN NORTIIDRN RAILWAY. .‘."’ R TR
e : . Eaatcm Divts{on, branch unes ‘east, o[ Port Arthur. S S
PR ,;ﬂ Sl T OVERTIEAD Cnmczs. [ * Total without
; . : ie7s 7 -. overheads=1.~
: A. On all uema ezcept laud— e e o Total
D (@) Contingencles, 6 PuC. ev as iv veies saseies as eree ve el 1006
(b) Engineering, 6 p.c. on 1°06... .. ’ £ 1°113
(¢) Legal, 1 p.c. on 1°06.. .. .. .. ea wer 7101236 T L
..1°1343 - DA

L.t (@) Administration, 1 p.c on 1°07. . ..'..;..
JT () Taxes, A PC v eetes asTeeien be eh e e en e
©. " (1) Interest, 3 (1-year perlod). say 4 pc. on .1’1393..
S () Commissions, 3 p.c. on 1'1849.. Weee weiaa e ey
PR Say, 22 pc. - . . o
B. On land— ‘ . [ TP NEREITIN R
. L (a) Admlnlstrnllon.lp. Cees Seleeee eeien e PP TR 01} N
st () Taxes, 1 YOar t § PCes ae eaenee ol ee teientieied ee ee o 1°015 - "
... (e) Interest, 1 year at 6 ,p.c, 6 p.c. on 1’015.. e e tes weee ee 7100769 © .
‘.. (d) Commissions, 3 .p.c. on 1’0759.. co e s ee e e eiten e ,1°1082
<. Say, 11 p.c. SRR ‘ o L nd R .
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A. On all ite 8, except - -
‘' (@) Contingencles, 5. p.C. 0o <.
‘(b) “Engineering, -5.p.c. on :1°05.
(¢) ‘Legal, etc.. 1 D.C on 1°05.. ..
(d) - Administration, .1:p.c. on 1°06. a
() Taxes, say,1 D.Cvus s il i as T TR PR T TRA Y
(f) Interest, 1-year period; 3-year at 6 p.c. equals 3 p.c. on ‘1:133”9,.
- vsay 4-p.c. on 11133600 0.. R O R ST T -
‘(g) “Commissions, '3 .p.c. on 1°1790. ) '
1L Say, 21°5 p.C.t

1°1790"
12143 -

. (a) "Administration,
' (b). Taxes, 1 year,
< (c¢)_Interest,:1 year,’ X
~(d). Commissions, 3 p.c. on 1°076.
S s Say, 11

* Total without . B}

-~

- overheads=1. -

A, On all items’ ezcept -land—
“. (@)~ Contingencles, 2 p.c. . v lee
5(b) Engineering, 5 p.c. on 1°02,
'(c) Lega),etc, 2 p.cvon 1°02.0 w0 oo ve o0
- (d) Administration, g p.cion 100275, veiaeies e e ee e
. (e)-Taxes, § p.c. .. T ee esen anes Walen seles ad e he ee e T
-~ (f) Interest, 3-year period equals average 13.year, 9_p.c. on 1°0914.
¢ (g) Commissions, 3 p.c.-on 11896, 0 os s oo eaianine s seiie,
“ooeoe . Say, gs,p.g. o ) - : o iy
onland— [ o n A
.. (@) ‘Administration, 3 pC . .
-7 (b) Taxes, 1'DC eelenisoios saene
-’ (¢) Interest, 3-year period, 13 p.c. on 10017500 coe ware
- (d) Commissions, 3 p.c. on 102006, oo v es e oo ee delen :
.t say, 28 PG - o S

PR

-
.
(=3
©w
-
-
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© GENERAL REMARKS. ' .

‘- From: the foregoing description of ’th‘e’,vm'etho‘ds‘ofiyaluzitio'n‘ employed and the .

- time allowed for the work, it may perhaps be inferred that the results are so inaccurate -
-+ a3 to be unmreliable. I do’not, however, consider such to be ‘the case.. There are
- undoubtedly certain elements of these properties, for the accurate estimation of which

- additional time would bo desirable, and our figures would undoubtedly be modified if .

. a more thorough study could be made. Such, for instance, is probably ‘the .case with.

- some of. the real estate values, and certain lines which it has not been possible for us.

7 to examine with the care which would be desirable. - However, I am’ convinced that
"> Mr. Cauchon, who has estimated the real estate values in’ the large eastern terminals,
~ - as Well as the field engineers who have estimated right’of way and the western termin-.
. als, have handled their work with great skill and discrimination, and with the sole

- desire of arriving at-the truth, and I feel well ‘satisfied with their results. = -
- 7+7 " On the whole, I long ago becamo convinced of the fact that in making o physical
' “valuation it is not desirable to go'into extreme detail, in view of the many sources O
-inaccuracy, and the impossibility in any case of arriving at an exact result, and the

o ER Lo i N T S : o
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. than  theirs..

urther uncertamty
courts or ‘determining body wxll decxde to'be the fau' value.,
Ives. with' the ‘idea that a’ “lot of ﬁgufes ‘necessanly means exactness. . In’ this‘as in
other computatlons, “fuch’ depends upom the skill” rand good ]udgment with Whlch ‘the
work: is’ ‘carried ‘on ‘and’ the various prices and’ percentages determ'n'ed “and ”if’sklll’
and- good Judgment are. exerclsed whlle ‘individual ‘results may! o1
suchi errors. “will: largely compensate ach other.in. the total and the ﬁnal ‘result may
be very: close to the’ truth : P :
‘The present valuatxon ha ,aﬁorded se eral em
ment, which may ‘be mentioned: -
10 On the. Canadian Northern
Current, a dlstance of 595 miles, was estimated by us. on “the basis of ‘our field i 1nspe
ﬁgnres had been obtamed it was® “learned_ that “the Governme
>Department ‘of leways and Cannl:, had ‘upon " its” books “official’ ﬁgures ‘for this. lme
‘The followmg table gwes a comparison. of these ﬁgures It ‘will'be_observed that our
‘total ‘cost, - -including” contm"encxe:; repreaentmg the .cost “of - reproductlon ‘of . the
“overheads, was- four-tenths of one’ per cent in excess of- the
ment ‘of leways and Canals,‘

tion,” After our final

lryswal clements without
figure given by.the: Depart
but $125,571 out of 2 total of near]y $34,000, 000. . -
- Our estlmatc of engmecrmw ‘was-slightly. Tess’ than the actual ﬁgure on he books.,
{ the: department ‘and our ‘estimate of” mtere&t durmv ‘construction slwhtly greater
Qur total cost; excluding. legal: expenses,, ‘administration, taxes -and com-
.missions, was 2 per cent in excess: of theirs. To this we added overhead- charges which
.~ werg not’ mcluded in: thelr estxmatc. “This is o remarkable ‘agreement, partlcularly
: “’w1th "reg‘\rd to thc physwal 1tems, thc engmeermg and the mterest dnnng constr

withi statements by the’

3 C

theau Junctlon—C’ument 890 mzles ‘

: Comparxsomof cstnmate made by the Commission of Inquxry from ﬁeld mspect;on,
Department of Railways and Canals taken from the Canadxan .

Many peOplev delude them

largely in-error,’

narkable- instances of:such agree-

axlway,"the sectlonafrom Rldeau Junction to

he actnal dxﬂ'erence bemg

\\' \D \': \ORTIIER\I RMLW &\ o

Northern leway Company s booLs ‘and final estimates of \[ny, 1916. - o Ty

-

“Torau. 0|

Ty

- f" Pi:ft : ;\,Im:.w

P L

k Diﬂ'ercnee;

(s

i Basic cost.. ..
-3 Contingencies, ..
" “Sibtotal N
P ;Engmccring

-~ Subtotal \'

0. 1.

;'L j‘l(axntcnnnce and dcfem:d

Construchon .

-~ Subtotal No.3.::.....
e Interest during construc-

o 'Subtotal No. 4..
v Othcr overhead chargcs

% Grand total

------

: — — le—“ .
(.omtmssnon Department{ > = Commission Department fcrcnte
of .+~ | Railways t~ = | .ol . “Railways | - :
Inqunry ~land Canals.| - - Inquiry. : and Canals.
s s f' s i";:x;s’-i,’i-
. 31;875f930 3.284,810] ~1,620,880]- 3;.015 - 37,190] — .’
116508 oas:osd| .o |2y e
.| 33,702,435 :m,cso,sm :-;-,125.57;. T 37,758). 7 37,617 +
“ol0310403| 2.380,973 . | 2.270) - 2,000
35,823,930 36,017,6% = 223,907 . 40,020
" g06,700lAs micnone | _ |7 1,002 L 2
36.720 620 - 36,047,837) + or2,783 - 41,028 40,277 + Tll4
3.412,350] 3254143 - | 3840 3,63 |
40,163,000 ,L39.301.930‘+f861.020 Tansm| . 43,012) + 962 i
Colzoners| 218,318 | - ole72| - T amle 8

2| 42,554,678]

730,550,356 +3,008,323| . 47;546| . 44,189) 43,357) 8 s

f»zogr_;;,,-;




»~ ingen ‘o ‘
6‘%&011 basic cost ‘less land Department Railways’

L tn .
Inqmry give 9% (3 3 year period at 6%) on Sub-
total No. 3 plus legal and Administration Expenses.:

{ Inquiry givesi ngineering—C
nce  between .

anals’. 1tem consxsts of dLEfe
on umt rice’

du'ring Construction,:

Department Railways and Canals ngel dger cost

Qther Overhead Charges—- - BN
Commission of Inquiry mclude—-Legal Expenaes 1% on Subtotal No. 1.:
dmmxstranon 1% on 2% No. l plus Legal Expenses.
Taxes e 1 Zo on basw oost

Jo on Subtotal No.

Mamtenance—durmg
ion—Commission ; of - Inquxry gwe' Mamte:agce
..$7.250

pa.ﬂment leways
7 anything for this item.. ...¢

evierene

o Sohdxﬁcatxon and Adaptatlon, 8200 plus 1/30

omﬁmsxon of Inqmry gives 6%
n Subtotal No. 1, less land; Department of Rail-’
ways and Canals glve ledger cost ot same. :

and Canals do not;mcludeq'

Oompanson of eshmate(made by'the Commission of' Inqmry from ﬁeld: mspectlon k
Wxth statement by the Canachan Northern' Raxlway Valuatlon Summary Sheet cof

| PRI I
Commission}. ™, "+

of Inquiry.

“Ya gl

‘Deduction | Adj .

Rxdeau Junctxon—-—Pembroke. &
_Deduct cost of road....

-
Javediae

u...- .

: ’I’embroke—Capreol. s

‘ QDeduct discount ...

Faeenean

498,937

184,199}
. p 262,228 .
. . : 12 394, 001 G
Deductcostofroad ) N TP N BRI

....-..u-.-

710,203

Capreol—-Ruel........‘.‘.
.. - Deduct cost of road.....:
" Deduct discount. ...

:j. :‘2’.012"7§“;.‘y; o

: Ruel—Current...'.. ST
Deduct cost of road

1,158,
©1,738,673

95,204,652

Deduct dx°count. B

4,835,550

42'554'67% 41, 193 73{

42,358,181 o

e

2 Subseqhently to thls comparxson,

R

e the Canadwn Iﬂorthern leway Compuny
submxtted its statement of cost of this line.. -This statement contained two'items .
' which we threw out, namely « discount ? and “ cost of road.” The first was probably
jdxscount on ‘bonds, which, "as above explamed I-do not consider a fair. charge in o
- valuation; and ‘the second xtem, stock glvem to contractors,

. mcluded

Whlch should not be

Deductmg th&ee two 1tems our total cost of reproductlon was $42,554 678 whxle

.as shown above. .

“_that of the’ company was $42 358 181 a tru'ly remarkable agrecment. These rmults are’-



CANADIAN

5 NORTHERN » RAILWAY7 SYSTEM.

e &

wThe results of ‘this Work<for the Canadxan‘Northern Railway System are given in
the'followmg tables. Table 1° gives a summary. “of the various-lines in’ operatlon and
under constructlon and all. other items which-have’ been - mcluded in our estimate of
the cost of reproducmg ‘the property, ‘all*being” physmal ‘elements. - Tables 2-and 3
‘show these .results more ip: detail, ‘with’ reference to: *"ach ‘d

' Canadlan Northern Rallway System‘-

on or.br nch of the

" Less De-

preciation;

Intérest..

-*Halifax & S.W.
Que. & L. St. J..
C.N. Sys. Term
.C.N. Que. Ry, .

- .C.N- Alberta Ry.
~ »-C.N. Pacxﬁc Ry

6;212.912

NEE I :
5 298, 146

9 796,2401 -

' 513,086/
14 608,730¢"

. 64,713.42]
~ 579,038} :
970,518
2 524,159]

122.264 278] 1
11,619,723] 13
00{ "> 867,116

57,644,722
11, 979,112
44,681,158

990] -

71 118,221

-754,105} - - 579,0
/l 199,540} - .
3.197 672} -
. 839,173} -

"2 749 740] -

12 685 999} -
45 976,455} -

Dl @ \, r 1
26'6]4.976 e
10.017 836} - 8,
543.986r P
9 679,161f

122,264,278
11,619,723
867 1

76447235'

-~ 11,979,112
44681 158

1195844

'fl r§
- 549,291
g ‘64 881

l 171 227x~

1,045,375
3,800,850

. 3{7,0_96.746

308,357, 474

335,296,080

£98,122,193

15,809,451

"~ C.N. Pac. Ry..

,\ VmousLoc Surveys

11,252,046

72,891,878} -

i ’

344937 :

11.298 640

1.252,94¢|.

" 9.891,878] -
6.653].
19,220,110 * 19,
TLeseE

34,031
J-1s0.417)

5,037°
l 882 611

v

41,256, 249]21,

.| 41,356,535). 41;356,535) 41,256,249 2,891, 194 ;
388,453,281 349,714,000] 376,552,329] 339,378,442 ,50 24,838,785 -
R } o200 - 53.604] ¢ o4,0%0f 47,440,000k i
111,436,625 1,260,201 xl 436,625]:- 1,260,261} -
s 2,055,000 2,680,000 - 2,955,0000 -2, 680,000
o vl zaszeis| o 2i452.618| - 2,452,618|  2,452,618)...
-~ Industrial spurs....o.ociveenyis . 41.751.392 1,050,835| " 1,751,392 .- 1,050,835}...
- . Canadian Northern ExprcsaCo B PN PR et
and Transfer Co.. 7 330,579| - 108,347|°" 330,579 - 198,347
' ST ,f{ " 8,088,282| - 7,605,665|- 8,081,144] = 7,689,501 eveseines
Gmnd wm....,;.,..'..k, 307,441,563 357,409,674 335,533,473 347,067,043 07,722,858 24.8333.785“«;-, -

PR R

of which is attacbcd.

208—3!:

’ ‘Fxgures gwcn by leway Company as shown on let tcr lrom Mr Mntchell 9th Mnrch 1911, cOpy




. “DEAR' Sm - Wxth respect 1o the Hahfax and. South W@tern Rallway,‘l
attach heremth a statement showmg the cost ‘of these lines to the company. .
" The Halifax. and’ South‘Westem Railway was built under. agreement with
the Nova Scotla Government by Whlch they advanced $13, 500 per mile_ of rail-
-'way, the company glvmg/to ‘the’ Provxnclal Government a mortgage over . the
; all\vay for the amount ‘advanced and’ for unter%t on.advances durmg construc- <+
“tion. . The agreement - w1th the Govérnment: provxded ‘that the mortgage wouId
- be: cancelled by payment of- $10,300 .per mile; in- ‘other Words leavmg tlle com--.
‘pany a-cash subsidy ‘at the rate of $3,200 - per. ‘mile.. In 19127the company
E arranged, thh the- Government for a new: mortgage, qunder which the total
‘advances of the’ Government, plus accrued interest, less $3,200 -per. mxlc <cash .
“subsidy, were rotired by the i 1ssue of new’ 3& per cent bonds of the company,
fgamountmg t0. $4,447, 000. - < N
- In addition to the above, the company tecclved from the Domlmon Gov~
},ernment cash subsidy of $1,364,210.93, and expended this, togethcr wnth a fur--
* ther: amount'of $641, 231 on:the. construction -of the lmes, the total cxpend-f-
“iture being’as shown on the statement enclosed. :
i The statements of cost already submlttcd svxll furmsh you thh det:uls of

-Lunenburg to: Middleton. e weiqs e
Middleton to Port Wade.. oo
. Caledonia -Branch.. .. .. ..
-~ Bridgewater to Barrington.. .. .....

~Barrington to Yarmouth.. - ... .. 3
. Liverpool to Milton.. .. ietee o
L Torbrook Branch.. NEEA 5

ed e da e e DO

¢ seleniien Tee 4w -.:‘

Total cost of construction ot Hnes.. . ‘e - S 6,452 H!. 43
" Betterments, etC.. t. .. de ei S0 eais e 16253428
. Cost of road, stock..... ... oo o 8 1500000 00 . P
\\Less cash subsldy..;.. RREET R 1,364,210.93 .

L N e o Shimator I 135.789 07
,Interest (opemt(ng. capitallzed).._.._ PR .o RTERT oo 212,916 3T
: ‘ : LR S 86,963,680 1:.'f P

e

e \o'm‘.-Under agreement with Nova. Scotka. Government, mterwt to amount or 8378 141 80 :
was offset by 3823.200. provlnclal aubsldy ("57 Za mﬂes at 83 200 per mlle). and balance\

V‘«‘capltallzed. T 3




Cost
Repro—
ductxon E

X T’roportlon.

: System

less Depre-

Hahfax and Southwestcrn Ry.
10047,1,;/001: ou'ned by C N R Sys!esrgé .....

Quebec and La ce St John Ry. el
88+ 5% slock owned by C.N.R. Syslem—

-~ Quebee—Chicoutimi. Pediedanes
-+La Tuque Branch... .. ..irm
. Chamboad—-Roberval.... .
~ Valcartier—Clarke ......0.... 0

y Hotel Junctlon—Lake St. Joseph

- Land o
~Interest

:-Limited—
100% stock owned by C. N R System—

) Lad ermdeesivanaeais 6
;Canadlan Northem Quebec Rallway—-
59 7% stock owned by C.N.R.. Systcm——
. Quebec—Montreal... .55
ﬂ . Rinfret—Huberdeau......-.
.~ Garneau Junction—Riv. a Plcrre
Montmorency Branch.,.....0.... 0.

.o

. Aldred Junction—Shawinigan Falls..} . -
4Paradstunctwn—Rawdon.......... G g

Canadmn Northem System Termlnnls.

n_Qucbec and. Montreal. .
"513,

. "'i,;;gd... 32,929 asel
T Interest

Canadmn Northern Ontano Ry. :
100% stock owned by C.N.R. Syslem-—
~Todmorde apreoll . iiise i

vl Caprcol—Cnrrcnt.............'......

- Hawkesbury—-—llurdman... PSRN
* ~Todmorden—-0ttu\m y :
" Branches......v...it
- JToronto Tcrmmals...

Land _..umm
o TRROTOAt. e 5 573,557

. Brockville, \\ cstport and N.W Ry —_

OO%cIocLown by C.N.R. System. i :

B 7 Y O A N
. R “Interest......ioeieecidoiiaen ;28,63
‘,”Bay of Quinte Ry.— ~.. P
007 tockowrwdva.N R Syslem—z—au

1 ..-n.-.....-.......-. ’

: .~ 100% stock ovmed by C.N n Syslem— :

. . A\l othor propcrhcs o( thm oompany urc shown umler lmcs whcro locat,cd. Cl T

dicton=—Trenton..coeovevdsveresonss

‘Trcnton—Wallaco........,........... |

C‘anchcs

A Lande.ss st ..ms s1s] .

e 1,171,227)

7 + ‘Rideau Juncuon—Capreol....’f.“. JEON! B

- 2&*,189

10, 731,443
.1,216,517}...

'850,514]. %1

* 134,516]..

152,427

© | 7452,557|.
2,666,232).

116,212,012

*10,409,965|.
15,713,729 .

2319172

seseenenve

: Interost....iooceeenesientyo 45,052
. Central OntanoR B

o~ 5450 1,199,510

71, 08,221)

ol oieeniean 5 510,506

UORORSINERRN B ey o 1]

cdecrsranade ]
- 3 -

- 754,108) <o

-

119,50

sesanses

A Intcrcst, 120

- 167:00 3,197,672

e e

IER SRR

- 6,614,976

71 113221

5, i'os g

esenevssases)

; 3.197. 672 .

8,771,414

.
AR At
proad
P
A

970 518 Soein

Lo




GEORGE.V,A. 1917

Proportlon

System

) Irondale. Bancro tand Ottawa

“ Duluth, Wmmpeg and Pacific Ry—. "
’51% stock owned by C.N.R. System—

", Sturgis Junction—Canora..

e Shellbrook—-Blg Rlvcr eeesieei

¥
'100%, stock oumed by C N. R System o
% Land.. $ 11

*'* Interest,....: IR

= Duluth Junctxon——-Ramet/ .

s
o e 97

C ' . v
100% stock owned by C. N.R Sustem—- s

-"Port Arthur—St. Boniface..
~Winnipeg Terminals:..,
Beaver—Edmonton..
.- Saskatoon—Munson. ..
* Munson—Calgary
~Regina—East Prmce Albert
: Edmonton Yards.. BRI

) ,,Twm Cxty Junctxon—North Lake.
“Stanley Junction—Kakabeka.....,.
Emerson Junction—South Junction.
addmgton Junctxon—chtom :
: Beach,......c....0. 000
Transcona——Dundee cediesdinaen .
~ Carman Junctxon—Somerset... ceniet
-Cardinal—N.D. de Lourdcs ..
- St.James—Gypsumville.. ~....
. Greenway—Deloraine......
Grosse Isle—Hodgson....

* Arizona Junction—C.N. Junction. ...
Craven Northeasterly...........c..
Carberry Junctxon—andon Jxmctxon v
Hartney—Virden.:. et
Ma.ryﬁeld—-Bengough

* Luxton—Estevan.:... . 0
~Moosc{aw Junchon—lloose;aw..'..’ A R
Gravelbourg Junction—Gravelbourg

+-Oakland—Amaranth...... Vieses

Neepawa Junctmn—McCrmry June]

20} DRI n......--.u. T

Hallboro—l}eulah veseranes
" Ochre River—End ol Bteel.\renurssn
" Rossburn Junction—Ross Junction..
": North Junction—Prince Albert.....,
~ - Sifton Junction—Winnipegosis.....:..
 Thunderhill—Preeceville.....
Hudson Bay Junctxon—-The Pas
Melfort—St. Brieur..........

- . Deliste—=Dunblane........
" " Elrose Janction—M.P. 76- 28.

esevas

- Dalmeny—Carlton..... cerdeerienenes

Prince Albert—Denholm . oviasees

.$1,860,797] "
250,204

",St.eep Rock Junctxon—Stcep Rock. i 5

RTS8

‘71"."266‘,1»9'57_

«QVJ,AFT

cevesensenes)
tsesesnsacne
sesesssnneey

3

.....




o

TR

oy Okanagaannch RS

SOMUL
.. Mileage.

’ precia,tion;

R.—Continy,
Batueford—Turtleford
attleford Junctxon—-Battleford
Vegreville—Munson Junction..
Edmonton Terminal Ry..s..%. ;.'. ‘e
‘Camrose . Junctxon—Termmal !
TS A1) T
. Edmonton—Stony Plains!
St. Albert—Athabaska.

S 26, 384 310
> " Interest.. e ,7.999,120
“Northern Paq1ﬁc and Mnmtoba Ry .
999 Year Lease—"~, ..
- . Winnipeg Termmals K
Wmepeg—Beaver

fPortage J unctwn——Emerson Juncuon :

; ’Meré ':‘::.'

Canadian Northern Saskatchewan Ry.—
“‘100% stock owned by C.N.R. Sustcm—-
) Wroxton-Wnllowbrook

35.349 g1l
7469,452| -

2 Inte Yeviereivserans

: Canadmn l\orthern Westem R .
. 100% stock owned by C. N.R System —_—

_- " Brazeau Subdivision. .

" Peace River Subdwmon

Alhance Subdwmon... Comes

‘ ‘Innd.“.’.u;‘.
“ U Interest.iiiievaiaeees
Canadian Northem Albcrto. R —
100% stock owned by C.N.R. Svs!em-—-
Edmonton J uncuon—Tollerton
Tollerton‘-l'cllowhcad Pass..

3 139, 771 .
- 312,554

‘:‘135‘;00 .
- 123-90

soasenl
045,373 -

‘ e 100% stock owned by C.N.R. Syaterri#- S

e Intel‘mt teteesaesesnne vers 1y
Canadian Northem Pacxﬁc Ry.—

- Yellowhead Pass—Lucerne...

. Lucerne—Blue River..
~Blue River—Kamloops
- - Kamloops—DBoston Bar.
. "Boston Bar—Port Mann.

186,276

118,432

s 333 919 .%}6{4,"‘123 i

.......

-~ 9,833,956]. ..
© 81983,329] ..
16 361.610]. .5

11 041 399
61,843

. l?,685,999 TT; i)

Cag,081,158

T | 45,078,458
T e R
0,400-72] 1 .v-nive| 335,200,000 298,122,193 -




| Proporion.

o

Quebec and Lake St. John. -
88:5% stock owned by C.N.R. System
Roberval—Dufferin:..

Canadxan Northern Quebec’ Rallway
59 7% stock owned by C.N. R Sysfem
del—China Cla

Canadian Northern Ontario Railway—
100% stock owned by C.N.R. System—-.
=" Montreal—Grenville Junction:....,

“Duncan—Leaside and North Toronto Temnnals :
"> Longue Pointe—Tunnel Junction... .7 :
Toronto. Niagara and Western.’ .

- Canadxan Northern Rallway-—-gt NN
©100%, ;{“k owned by C. N.R System——

. Carlton North..
* Preeceville Wmt, :
":Turtleford North......."
<7 'Vonda Northeasterly..

- = Craven Northeasterly.
. Gravelbourg Westerly

S 1,252,046

]

A

. Canadw.n Northern “estem leway—-,
: 100% stock owned by C.N.R. System— -
< Lacombe Spur......ccieeseiienasies

. Strathcona Southerly.. N
~++ Oliver—St. Paul des Meti
" Red Deer Spur.:.......:
All;ance Southerly...... %
.-, Peace River Subdwmon..... i
: Medncme Hat——Hanm Leeeeis R

eeiesae LEXRY I

ERIBE X 11
-1 2,891,878( 2,

Canadmn Northem Saskatchewan Rallwa) - G R
- loo%alockownedbyCNR Sysiem—-,ﬁ SRR . R
It . Wnllowbroochst ... veieeies

- 15,462
101,191

116,653 116,653




-

I 100% slock owncd by C. N R Su{fem

aQ

ductxon :

Canadlan Northern Pacific leway——-
00%, stock.owned by C.N.R. System
,pecml Vancouver Terminals,
Vancouver Island Branch
Okanagaii Branch...

Lulu Island Branch..
Patricia Bay Branch... ..
Real Estate not mcludcd clsc“ here

Land..:
Interest ’
rious Locahon Surrcys (N ew Lmes)'

Va

: Land (Total)
[ntercst (total)

9,229,110}

_ Estimated
Cost -

chroductionl “-Proportion. -

B System >

~C.N.R.™
- Proportion
S less. o
depreciation,- *

Hotel Propcrtl .
%" Hotel Lake St. Joscph—- :
88 55 stock owned by C.N.R. Syslem....

I:mg% stock owned by C.N R Syslcm
BNU.sevobonssrsesarasssonseonne weens
Terminal Elevators of I’ort Arthur—

62.668

.~ Bala Park and' Lake Joscph Hotels— - e R
IOO%atockownrdbyCNlt System...... é e y . 35,205
- Prince Arthur and Prince Edward Hotels-— : o]

< 2,085,000

. 30 20.)

54,930

;,391,420 :

2,035,000~

2,650,000

seceatse

7 Lan N

- \laterml onhand....;. oL
>Industnul Spurs— .

+ - 478 miles at $3,574 pcr mlle

‘478 sw itches and frogs at $90....

L 43453,003

LTl g e

: Canadmn \orthcm I‘xprc‘u (’o. nnd Trxms. Co.
100% alock ou-ncd bg C A R. System .

i N
esevesfevaana

.....g--..-.

- 4,416,555
- 2,452,618

1,708,372|....
'"43,00|.

1,751,392]

' 330,579]

3,087,701 .

050 835
197, 347 -

 Total land. ittt o 350

s

,~1

savds

B 'ro«gl..,...‘

desishirenny

sefees

Y

eresiersesesneprnanee

i

- ""8,?81, m_ ‘

; RazlwaJ Gompany.——The Canadian
‘.~control of wlnch has been ncqmrcd by thc Canadmn

mes the capztal siock of whzch is not owned enttrel,/ by the Camzdtan Northem "
Northern Systcm ‘comprises several compamcs, the
'Northcrn Ranlway by tho control

.

9,452,618 “

- /7.588.501 -




fore, given i
f the entire property,

“The lines in questio

would give the valie of

“'which is leased by the

. liability for payment of

ing.sums of money whi
. “since it wasJeased... A

- . would represent the. interest on'a smaller sum than the physical value of the line, I -

. = .~ have included such phys

> . by the Canadian- Northern. , If your Commission desires to-omit’ it; it ‘can be sub-
. Leases.—I understand that the Canadian Northern Company. has made some con- 7
- —_ tracts, either as lessee or lessor, for joint use of certain properties, with other lines, s~
or buildings, In the present valuation, no attempt has been .
although they may have a very decided value.
. It was assumed that such values, which' may be called intangible, were not desired in

- for joint use of tracks

- x . the valuation of the phy

. value of lines partially constructed or surveyed. . Some of this property may never be i - |
-~ - put into operation; at least, some of the surveys may never lead to the constriction of
. the contemplated lines, and may thus represent ‘abandoned-property. - T believe that it -

‘ senerally proper in railroad valuations not 't :

©.is gene

f the miajority of. the stock n tock 6
ables 2 and 3."" There is some-doubt"as™ to “How : the
cases where the entire stock is 1ot
re, given in each of these cases :the cost of.

‘tion 'to -this- because your purposes _may-

assets of the Canadian' Northern.... The :
roads might be worth nothing; yet in such case, if the

- and -the floating debt exceeded the o
> fair 'to include none of the ‘physical property of the line among the assets of the
- Canadian Northern." On the whole, the fairest view in general would scem to bo. that’

“assets and liabilities should all be divided in proportion R

. Leased Lines.—Tho Northern Pacific and Manitoba Railway fs mercly. a line” |

SES practically ownership, and at all events should be treated t ndi
'~ of money for improvements. - Notwithstanding the fact therefore, that the rental paid ..

. - made to place'a value. upon contracts;

stock o

_The percentage:

tock owned by the Canadian Northern “Railway. - T desire to' call.your. special ‘atten:
to aUSe JOUr PUrposes m y- require a different treatment of these cases.
n have bonds outstanding, and:they v floating debt,
r.short.term notes outstanding. “All these “obligations would, of ‘course, . stand . first.
.ogainst the assets] and any balance of assets’ above these obligations . would:represent

the stock equity, and if such alances wero divided in proportion %o stock ownership,
% ¢ the va the equity represented by the Canadian Northern stock owne
ship.- The value of this equity, however, may not be: of r
'Vn'liswsic‘m_r';;aﬁgi'61i'thé"othét;'ha‘nd-,‘{ip\"niay fairly be'argued ‘that the’ entire value of the

property. should be divided .in ‘proportion to stock: ownership in estimating’ the phjéicg{ i
.equity represented by the stock in one of ‘thesa

owried. the entire stock, it would own: the ‘entire”company, and the’ entire physical - g
value of ‘that company would be represented among its assets. - If it"owned 99 per cent' -
of the capital stock, and this stock were, worthless, because: the ‘bonded. indebtedness * - |

‘the value_of .the property, it. would certainly not be -

Canadian Northern Company, but the lease s for 999 years.

~ The rental paid is understosd to be‘in’ the neighbourhood of $200,000 per year, being-
~the interest-on outstanding ‘bonds. - The original line," repre-
‘sented no capital’ investment- of ' the .Canadian Northern, but merely" a” contingent |
‘the rent.  The question.is, whether the physical value of this. |
“line.would be included in the physical value of the Canadian Northern System. - - ok
. This ‘physical valuation ‘includes, T understand considerable ‘property “represent- I |

ch have been expended by the C

: )  Jease , 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 cqual the ~

- present value of the line, or probably its value at that. time.” Such a leaseis therefore - |

ical value in the tables just as th

sical property, . A .

"« Lines Under Construction.—Tho tables show. considerablo stamis representing the - |

e : P

10t owned by the operating company, and I have, there-
c reproduction new, and ‘the’ depreciation
and also a percentage of thess figures equal to the percentage of

o

0 include abandoned Property; although

wned'is stated in each case'in
" values should’ be_ treated .in

niay also-have a floating debt,

any importance to your Com

Canadian Northern Comp ny.

)

.

to stock ownership- 7 -

therefore, when" leased, repre- -

anadian  Northern on the line

50, a3 regards the expenditure - |

ough the property were owned.




:I am'very well-aware that iri ‘questions of rates or capital, there aTe strong arguments .
in favour of including such property in some instances; and I personally believe that in’
such’instances, it should be_included

-Nevortheless in'the present va
Jincluded in the figures given

otels'—'.l‘heestlinate ix}cluges only: three_hotels; :

rial on .« hied‘an fnventory of materials on hand
ind- its-value. . Tt:was, of ‘course, impossible ‘to  check this." Certain- items, however, .
have:been’ excluded because* théy’ were: considered ‘as_improper: items. in"a physical-

valuation, and as belonging rather to maintenance expenditures.”Ap roved items ha

been given the values on the.inventory. ;
“Working Capital and Cash on hand.—~In an estimate of physical valuation on the:
cost of reproduction basis, it is usual to add to the value of ‘physical elements a certain
-sum for working capital, for the reason that a compiny beginning operatioris with only"
the physical eleménts in"its possession, and no working. capital, would be unable-to do-
business. . For this reason,:the addition of a certain sum’ for working capital has been"

frequently approved by courts and commissions.”

~ Cash on hand, s, of course, a physical'asset.” .. L SRR
~- “Your attention is called to these two matters for the reason that neither have been
included in the. present valuation, and it may be desirable for you to inquire as to the
cash on hand and to take account of it as well as of a proper allowance for working-
capital, in whatever use you may wish to make of the results of this valuation; :* "

"Steamers —Nothing has been included 'in"this valuation for steamers, for T am
informed that all assets under this item have been converted into cash, =~ -7 -
e Ry S e e D T ) IR

-+ Industrial’ Spurs—The Canadian Northern Railway Company, like other com-:
‘panies, has connected with its:lines a considerable mileage of ‘industrial spur .tracks’
‘leading to factories, coal yards and other private property. .X understand that such
sidings are originally built at the expense of the private party. desiring them, and that-
-the expense, in some cases at least, is gmdually;fetumgdvto"sﬁch\dwners in the way
- of rebates on freight reccived or shipped, 50 that in the course of time, if the individual -
i3 successful in his business, and the spur track is justified as an’investment by ‘the -
-railway company; it will ultimately. be owned-by said company. © Lo et
= I understand that in other cases the railroad company pays for the rails only on-
- such spur tracks, the individual requesting such tracks paying all other expenses.
-~ :Time did not permit of a careful examination into the value to the railway coi

‘pany. represented by such-tracks. - To ascertain this would have réquired an examina-

. tion into the status of every individual spur, and would therefore, have required ‘the

at our disposal.” . RE -

services of our whole force for a much longer time’ than the entire time which we had ™ -

. In this ~valuation, the value of such spur tracks has been given'as the value of the  ~
_ rail alone, assuming a probable weight in cases where the actval weight was not kKnown..:

semn . * L e e T : ) PR
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o

to the cost of reproducing said lines. Moreover, the cbmpany'dbeé'nbtvqwnithe
- capital stock of some of the lines which it controls, = -~ " o T

- Such a method, however, is not necessarily the correct one. ” There is much

$ 494,112,489
125,922,946

$ 105,000,000
+./28,000,000

-31,533,200°
20,822,000

Canadian Northern Steamships, ." - e CI To
Fo{mdustri.al spurs,’” which' Commission report jallows.

-for/ metal" only " but which - Company includes "as
C ‘track—excess: Vi1l ;0 ;

4

$.331,400,000:
$.397,441,563 .

C.N.R. "cost,. minus :items’ abo: :
timated. cost’

P.’ and  Manitoba - Ry: " (leased :line) " Excess
' -appraisal over expenditure since lease..,.. .-
‘Reproduction . cost  of -1and ‘(except *N.P. and
" ‘_',‘wh-lchi_hask,beenjdeductegi .above,. .,y
Materials and supplies., ., .. ...z .

Interest.. .l.. ,u i o
Minus Int.. N.P." ) ;

‘of

LT § 94,331,563 -

’

i “This last. ﬁgure is ;‘ahbﬁt‘v$v2‘8;(')‘00,0i)0i abi?v;év» fhe. corfésﬁﬁéiﬁé

3 T

.- DEPRECIATION. . ' T R AR

" The examination of the various propertics made by our forecs was not in sufficient '

; ,deta’il to enable the depreciation of the various elements to be estimated with any degree

$.303,110,000

Add equipment" L .0 66,590,000
‘ Tl T T s (e R
“Commission of ‘Inquiry.. : CeotTEouv o, s 359,700,000
C. N. R. System.. ;.. .. DI Wt 331,400,000
Difference. .3, . TSN T L. § 28,300,000

: These facts render any comparisons between our figures and their Stz{témdnt-pf S
_ total cost, of little or no value, . There miy be a great differenco between the cost of 2 = -
railroad and the cost of reproducing it." However, this comparison, such as it is, indi-.
_ cates, if it indicates any thing, that our estimate js-a liberal and fair one, and cannot
- be justlycriticised as being too low, on the whole, .- - o e

= : : figure for the com- .. -
- pany.” ‘_Tb’e_'kcompany’s'st,atpn}en‘t“of {cost,;h'oweve‘r,,inclpdes‘ amounts paid . for bmnch‘ ;
Iixies'purchased,‘,vyhich amounts may have little or no relation to the original cost or- - ..
; ‘ er ‘ ; entire ..

‘

of accuracy. It was not at first contemplated that depreciation would be taken gccount. -

- depreciation of the various items and the various lines a8 accurately as possible under
* - the circumstances, on the basis of their observations and notes. Information was not
~~at hand with reference to the age of the various clements of value, so that the depre-

-of. However, at the request of the Commission, our field engineers haye estimated the =~

ciation could not be estimated on the basis of the proportion of useful ‘lifo elapsed.

- Y v

uncertainty .
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j,fmr rate of return on’ ‘the- ‘investment.” If ‘large amounts’ of ‘money are suddenly

~ . such extent that said fund ; may be large enough to pay, the notes or bonds when due.’

out of earnings. = [ -

o “fixed' charges, taxes' and depreciation. If, subsequent to the ‘original constructxon,

logical “reason- for deducting’ deprccmtxon, unless excessive dividends have been paxd
- and undue deprecmtlon allowed. The entire original- capxtal, properly invested, as
~* the fair present ‘value, is entitled to earn its fmr return just'as it ‘was originally,. -

s various elements in the ‘property,~and ‘a
ables should be employed with’ great cautxon JAll ‘that our engmeers\could dovas:to.
txmate, to the best of their judgment, the ¢ average depreclatron of the vanous ‘element
ased 1 upon “their general observatlons It is, nly a vh approximation.

- In order: that there may be no misunder:
ftlus“report it may be well to dlscuss brreﬁy
"upon the valuatlon of the property o

*When an’ mvestment is made in the construetlon of a railroad, assummg that the
funds have’ been provlded “and’ ‘invested . properly, the: physrcal property . is represented
fby a deﬁmte amount of* capxtal carrxed on-the:books* under’ the title “ Cost of ‘Road
-The actual amount of capxtal rssued may be conslderably greater than’ thxs, for- vanou
'reasons, such as discount: on secnntles ‘issued which ‘is” to ‘be mortxzed ‘st k bonu
‘whiel 1 ‘may. havc ‘been properly given: away with: bonds ete. . ~
The road, however, nnmedmtely begms to deprecmte.r Certain® parts ofsit mdeed '
“have deprecmted before the entire line is open.: Txes rails and bridges: gradually Wear
“out, and'in the course of a few y years, even' before any renewals. may have become neces-’
sary,: a’considerable depreclatron may have occurred Thrs depreclatlon 1s an ¢ operat
ing lmbrhty of the company, in other words, the’ company ‘must replace worn out’ items
paying out of earnings for such’ replacement in kind; or to.the extent of the original-
cost, and caprtahzmg any excess when ‘worn out umt is re; laced‘ by new umt of
greater size, capacity or cost: Rk Slemln
2> "In the case of a rarlway company wluch has a gneat multxphclty of: unrts ‘and a
great number of units under each beading; that is to say, millions of ties,’ thousands of -
bridges,” hundreds of locomotives and cars, thousands of tons of steel rail, the | cost “of:
~ renewals will generally settle down after a few years to a nearly uniform annual charge
“For mstancc, if the life of a tie is eight years, this means in’ practrce ‘that each year ©

about one-eighth of the total number ‘of ties in the road will have ‘to be renewed;. It

'may be’ nppro‘nmntcly the same with the othcr clements of value but whether it.is or<
not, the company must mahe replaeemcnts in kind out of earnmgs, and earnings should
" be sufficient to allow the comnpany to do this'besides carning all other expenses’ “and a”

“required for replacmg\large 1terns the '« company may be allowed ‘with the approvnl of -

" . the. proper authorities,” to -issue’ short term_notes or bonds, to- provrde the necessary”

j‘funds Afor such roplaccments, with the: requxrement that such notes or bonds* shall be .-
,'gradually amortized by, means’ of a fund which is’ ‘added to yearly out of earnings,’ to

“Sucha’ transaction docs not altor the prmcxple tlnt renonals m l\xnd must bc pmd for.\

.x i

.~ ~The conclusion to bo drawn from tlxcse consrdcratmns as 1t soems to me, is tbat
‘lf a  physical valuation is used as a basis of rates, or. caprtnhzatlon, or condemnatron,
“no depreciation” should be deducted ‘from such ﬁgurc as may-be- ﬁnally determined
U to be the true value new, unless deprccxatron has ‘not’ been. properly provxded for by
renewals; in other “words, unless the company has failed to maintain the property in ‘;
reasonably good operating condltlon, making necessary renewals when required. - g

- If the property ‘has been adequately ‘maintained, -t is as valuable for: operatmg
PUrposes as if it were new. A fixed amount of capital. \\ent into Jt, and that caprtal
-:Was entitled to carn n fmr rate above a sufficient amount ‘to pay’ operatmg expenses

valuatnon ‘is made and the true value' of the property is “determined; there:is ‘no .

Suppose, for ﬁlstance, that a public service’ corporatlon for which busmcss is
rcady and wmtmg, xssucs and expends the sum of $1 000 000 for its property and that the

E
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L  property has been allowed to depreciate.

R

RAILWAY- INQUIRY. COMMISSION

elements of physical-value are such that-no large renewals will be required. at any.one:
time;-but that.the maintenance of the property:required’a- tolerably uniform”annual.
expenditure;in such case there will be no necessity for the: accumulation of a so-called -
depréciation fund, Necessary renewals"are.paid.for: yearly as. they occur, yet in th
course of few. years' time,-the depreciation. of the’ physical. property. may :amount to’
y-25 per_cent.. Is there any reason in this:fact for-the claim that the conipany is
over-capitalized or_that it should.be allowed to_earn: 4 fair return on only. $750,000,
or that if taken by condemnation only the sum of $750,000"should be paid for it? It-

is.true that if the public:should take over the property it “would be. taking:physical.
elements’ whose actual:value would be only $750,000, but the' public would  take over
the property. subject: to the mecessity of making repairs . and: renewals when needed;
and as‘an operating' concern, the property would be worth.the original investment of
$1,000,000 “which" had ‘ been’ legitimately expended “on_its : construction, or- whatever
might .be its subsequent value-new. If the ‘owners were only. paid-$750,000, and if
‘since-its €onstriction” the; stockholders had .received only' fair dividends upon-their -
original legitimate: investment, and the property had been adequately ‘maintained; it *
would clearly be unfair to take their property and pay them-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. - el LS S S e R
" The case would be very different if the stockholders had received excessive divi-.: "
dends, or if the property had been inadequately maintained, and.necessary renewals .
neglected in”oider. to, pay such excessive dividends.” In such cases, it would be proper
to deduct from the true value new.a portion or the whole of the ‘accrued depreciation.’:. - -
"+ If the property of -the.concern is of. such a:character that renewals require the” '
" expenditure of large sums at the’expiration-of considerable periods of ‘time, as for, - -
" instance, in replacing the machinery of a power plant, ,a_steamship, or pipes in city - -
. streets, proper management would require. that in order to- provide for such renewals. . -
“a depreciation ‘fund -should be-established and should be added to each year out of : ‘-
earnings to such extent that the fund would be adequate to provide for: such renewals '~
when they should'become necessary.. In this case a valuation of. the property. would . -
show. among the physical assets; the amount of money in this depreciation fund, and'~ *
if this amount were adequate and were being added-to each-year upon-a‘plan’ that -
would provide for renewals: when_ necessary, the fund ‘should be considered ‘as off-7 ...
setting all acerued -depreciation. . . 7 G I e U
A water company or_gas or_electric company. whose. property. consists of large .
nits which are not renewed to any large extent prior to total replacement, should =
cstablish such a depreciation fund.. Railroad companies, however, have rarely estab- .-

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

< R PP L

Fa

- -from year to year, settle down approximately to-a fairly uniform annual charge.” - .- . .

’. - ..t has secmed desirable to express in the ‘above discussion, my .views with refer- . -
“ence to the matter of depreciation, for the reason that T have always held that in rail- .
‘ road valuation the fair present value of the property, new, should be determined, using "

“_as a basis either the original cost new, or the cost of reproduction new, and that from .
- this sim no depreciation should be deducted in' valuations made for rate or capitaliza- .
tion, or condemnation- purposcs, .unless- excessive dividends have been paid ‘and the .

/ e , unduly in ‘consequence thereof. . 1. T
" -~ 1 may add that it is perfectly clear to my mind that in the case of a railroad pro- : "~

~" . perty which has only paid reasonable dividends, and which has beenadequately main-~ s

" tained in ‘good operating condition,-if depreciation is deducted from: a valuation of -
. the property new, then thereafter,-tho operating liability of ‘the'company\for‘mnintenffj -

" .. “ance should only amount to keeping the property up to the assumed ‘depreciated- condi-.

" tion. In such case, when a new tie is put into the track, inasmuch as the tie removed
7 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 every tie renewed -~

,"\: Sl
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should hﬁvehal.fthevalué of ‘the new tie charged to_capital, - Inoth exj,;gvo;.s,j;t e,
valuation gives each and every:-item:with a. depreciated value; “depending upon its age-

-

and condition; and in' renewing_that item later, the: company _should only’ be obliged "
* to renew it out of earnings up to that:identical depreciated value.", Such a plan would
in'a few years, more’or less depending on circumstances, result in allowing an increasa..
of capital: precidely equal to the ‘assumed’ depreciation, since each item when renewed
_new, would involve.an increase of capital equal to its depreciation shown *in"the valu
*ation andthereaftér the operating liability would be for renewal in full.. 2This:would’
‘ bring us back again’to-the original proposition that no depreciation should be deducted
~from the value new,:although-if:this result should be reached through: the process -

described, the stockholders; while the adjustment was- taking place, would have been;
' ‘ ‘investment honestly -

o

penalized by. béing’,‘,a.l'lubwgd; a*fair return,.not on’their ‘original investmen
made or the'true valué new, but on'a smaller sum. -~ s

~One further point should be mentioned. "It is often argued:that if ‘the‘value of"
" land, in ‘an estimate of r

‘ : reproduction new; is taken at its present value, then” inasmuch -
- as this value has in all probability increased or appreciated:since the road was built, itX .
“i§ also necessary that elements whose value has decreased or. depreciated, .should -have

. such depreciation deducted. -If we allow ‘appreciation of land, it is said, why should
we ' not’ allow: depreciation- of rails,: ties, -bridges,. ete.? - This  proposition ,‘?'\hq’weve‘r,’ )
involves the fallacy that'the word “ appreciation ™. when applied to increased -value of

“land is not the converse of ‘depreciation as applied to-Tail, ties and bridges. ~Land has
“‘appreciated, if it costs more to buy it to-day than it did originally. If rails, ties or
~ bridges cost less to buy to-day than they did originally, then in an estimate of ‘the cost
" of reproduction, we would take this lesser cost; we would properly allow this deprecia-

tion of those clements just as we allow thé appreciation of land. But.the depreciation

-~ of rails, ties and bridges, due o wear or the action of the elements is a totally different
" thing, and that is the sense in which the word is generally used. : In other words, a false -
. antithesis between tho words “ appreciation ” and “ depreciation ” is the fallacy involved *
" in the argument referred. to: - This fallacy has been the.source ‘of much confusion of
‘" thought on this particular subject. The'above is a general discussion of the subject of
depreciation. In the present valuation, which is simply to ascertain_ the' total present
normal value of the property, the depreciation stated is the estimated total: deprecia- |
tion. "It is’an undoubted fact that some parts of the Canadian Northern-System have -«
been allowed to depreciate unduly, and to a considerable extent. ...~ .

- DEFICIENOY OF EARNINGS.
. , 0 ; as'a basis for .
-the valuation, it is evident that every clement of such cost must be included;-not only -

' Tf the original cbst of o proporty, as of to-day, is being estimated a
. - the first cost when the property was built, but-any subsequent: cost for additions or.

- improvements or renewals, cases where elements of the property have:been renewed on -
greater size or capacity or at greater cost than their original cost.  Thisis one of the

- difficulties in the first cost method, since it is frequently difficult and not seldom impos-. - . "

7 sible to tell from the annual accounts what proportion of annual expenditures should . .. - Rt
. be charged to ‘maintenance, and what proportion to improvements or capital: ‘In - - oo

27 addition, it is generally recognized that any deficiency below-a fair rate of return’in -~ * .-
" - any on6 year on the original cost up to that year which the stockliolders have suffered” . =~

e

~should be added at the end of that year to the cost of-the property. - In,other words, an -~

- investor expects to receive, and is entitled to receive, a fair return from the outset. If
| there is doubt as.to whether the property can earn such a rate, then the investor will .
| > demand a correspondingly larger inducement, in the way of larger bond interest, greater
- discount on bonds, a stock bonus, preferred stock bearing’a high interest return, or by -

“. some other means. [ ., LT Lo s DTt e s T ,
i i . ; : R Y s v
W . ! - : : I3




: earmngs
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(0)
eﬁcrency in earmngs ought ot to be lnc]uded in the value but assumlng that a fair
‘ate of ‘return is based upon present conditions’ and a: falrly prosperous concern, at-is’
: unquestronably fair'to’ capltahze a deﬁerency ‘of Teturns if ‘it has existed at any penod"
during the' lnstory ‘of the company. "It would be’ entlrely unf'ur,‘for mstance, in'the
: case’of a company, properly ﬁnanced and which for many-years had mever paid a “divi ¢
dend until, during a’ penod of a few years of exceptlonal prosperlty, it managed {o.pay-
 per. cent, to allow.it to earn theneafter, “only.5 -or_6.per cent on'its original cost w1th- -
ut regard for the many years durlng which’its stockholders recelved notlnnb.= .
Srmllar consxderatlons apply if the valuatlon is madeon the basxs of the cost

_to find the; condrtxons of to- day awaltmg it. " If the traffic of to-day is such as to enable

have actually exxsted durmg the early history of the company. :To maLe such allow-

»ances would be confusing original cost with cost of reproduction.  On. the other hand; -~ -
:if conditions to-day do not allow the. company to’earn ‘a fair return, ‘then an.estimate of - -
‘the cost of Teproduction new made ‘to-day should be: increased year by year here'xfter R

'by the amount.of ‘such deﬁcxency, in- estimating allowable returns or: capital." .
< =This consxderatxon, which' " is usually neglected in- dxscussxons ‘of - this subJect .
jfaﬁ'ords another’ Justlﬁcatlon for. estxmatmg real estate at its cost ‘of reproductlon at the. .

- \‘

-.In the present valuatnon, therefore, nothmw has been allowcd for nny deﬁcxcncv mf B

The method employed in conductmg the worl\ \vxth relatxon to tlus systcm was the

- same as has been already deseribed with:reference to the Canadian Northern System, .-
g ‘i except that for the entire main line of 'the Grand Trunk Pacific we havé used the actual <
- quantities for grading and bridging as approved by the. Dominion Govcmmcnt. The S
Doxmmon subsidy, however, only covers the main lme, ‘and-the Dominisn Government . .
‘had not, therefore, approved the estimate of quantmcs for branch lmes.p :For branch. & -
lxnes, therefore, we used tho rcsults of our owvn mspcctlon as wcll as for mauy 1tems S

-on the main line. .

" It is convenient to dxvxde tho Grnud Trunk I’acxﬁc mto two sectxons, unmely tl\e ,
Prame Section, including the main line and: branchcs east. of ‘W olf creck nud tlxe :
Mountmn Secetion west of - Wolf creek. : i

. Table I shows in thc last column the rcsull: of our valuatnon of tho Pmmc Dm- f ’

sxon, main line only. &+ v LTSRN S
In the first’ column . the cost is ngcn bascd on the statement from tho compfmy, -
certlﬁed to the Government for the main line. = = | e

Table II nges sxmllnr mformatlon for thc Mountam Drvxslon. P

reproductron new, except ‘that if theproperty is reproduced to-day;- xt ‘must be’ “assumied -

“the company to earn a-fair return on-its true value; then no allowances should be made
- for any, deﬁclency in’ earnings “during ‘the early years, although such’ deﬁcrency may -

-present tnme, this being strlctly interpreted to mean the amount ‘which ,the company . =
f would be obllged to pay. for the property if purchased to-day. Tt is another instance of - .
. the necessity of adhering, in valuation, to one basis or the other, either-the original- ~
" “cost, or the cost of reproductlon and another reason for. questlonmg the soundness of,'-
the decision’ of the court in the Minnesota ‘Rate Case. -




J Companson of Valuatxon and Cost.

From ;
Government

ok Statement

Description of Account,

. Rxght of way and real cstate Veae
. Grading and tunnels...:. .00 0000 ..
", Steel bridges on concrete nbutmenm, etc :
" Trestles and culverts of txmber..... Peve
fes.. L.l .sel
Rails, frogs and sw xtchm nnd fastenlngs it
"Track-laying.........,.0.0.
<. Ballasting..... ... 0000
- "Buildings, water stations, etc. Cevesseivans
- Shop machinery and tools........%.....
Fencmg, cattle guards and snow Ie‘n(cs .
", Telegraph and telephone lines..... 0. cr..
4 E«iulpment and mamtennnce of scctmns
Solidification.... .. ....
. - Ploughing fire guards......:
" Interlocking signal appamtus
Crossmgs and signs.....
-Fuel stations.: /
‘Gas-making mnchmc Caie e
- Electrie light plant.........:...
* Transportation charges...
. Construction rolling stock..
" Fuel stock;....
Dining and slecping car smck. ceanes
Tie stock....... seeriesdaana
. Lumber stock:.....
Telcgmph stock ; K

" 101,406
7680105

29,241 ;Vf"

3'466'566 £ l 950,528 - -
8,237,476 3,140,401 -
L 1330433

" 43,256,643} ’_38.763,29{ FOT

Contmgcncxes credieeerensene
i Legal and engmccnngcxpcnses...........
- Interest. i oeiieiiiidienenees
; Remmmng ovcrhmds. vered

Dcducb— v Lo z o ',"5

Telcgraphopcratmg roﬁt e * 186,366
:Operutmgu-xnnsprofP Crerieieedl 5466 8171
Road stoek..........000 116565 -

3
- 37,424,653) .




.. Steel bndgw PR
A‘Bndgw. trestles and

' Rail.,
- Frogs and switches
. Track fas@emngus..

Shops.i.. eeesss
- Water stations.i..
Station buildings and ﬁxtura‘
Storage warehouses...v.i.es

Docks and wharves.. .
Roadway tools. ... . iiiiidie il
""" Maintenance durmg construcuon ves

: Solidification and adaptation.......!
mPlowmgﬁregxmrds....'...............’
-Transfer boats and barges
- Work west of Prince Rupert dock el
;. Construction rolling stock.. .

" Operating trains loss.... ..
'~ Operating boats and barges loss.
+ Dining and sleeping car stock ;

~'Tie stock......'... A
.. Telegraph stock. .
Geneml stores P P EPTRRED

PO

- Legal and cngmecrmg expen’ses A
Contmgencxa.............
Remaunng overheads. esreses

.

"l'Deducb— : EONES
. ‘Telegraph Operatmg proﬁt..............

.~ Wharfage
‘Road stock,.

warzhouse operatmg proﬁt .

.

Cevede
R L T
: " A AR N
-...'o.-u.'.‘.-. .

cesessrsseanee

2,161,469

’78 269 721

.
.-o...J.......- . seerren
......--....... E

P Y P R Y R ]

sslnesesnef "

-12,071,632]., £ 70,458,057 -~ 70,458,057} -
Sl g rerio08| L 81767,208] - 0,882,672
13,946,087 3.946,087| < 5, 355 470 -
- 10315,646] - 1,315,646
3.560,008| ~~ 3,569,608 -
88,057,502 88,057,502 - 93,507, 863

- 72,071,632 89,067,502 88,057,502

‘Thu total mclndes the sum of 82 642,304 for
eqmpment furnished by the Company to be used ia construction.
* because the prices that we have assumed have been based

upon the contractor furnishing

"ment, so that our total is roperly comﬁnablo with that of .the company in column 4. -

*‘construction rolling stock’ i.s still oa
“approved but one-hall of the original item,
rollmg stock at a deprecmtcd value of 60 pcr

and I understand that Sir. Colli

“eonstnxchon rollmg stock ! w}uch robably reprcsem.s
Our estimate includes no such

! h item .
is own equi

Much of thli);
.Schreiber hns

which vould amount to credxtlng tho company mth thxs

cent. T

7,839,246
1,453,762

N

jss 522,

",93,307.184 i




2

.8,560 389 :
- 7,604,070
8,361,861
3,949,082}

28,475,402
3,032,470{:.

\\ mmpeg—-—‘\(elvﬂle
“Melville—Biggar..:
!szgar-—Edmonton Ll
- Edmonton—Wolf Cteek

Total excludmg Edmonto' Y
'Edmonton Termmals

+74,896,862]

1:35,300,498| .
3,453,796/ -
-~ 38,763,204 "

©.3,362,608) 1 7

ENEE

To tal
Unearned mcrement on land “e

,,Total excluswe of ur)eamed mcrement" on hnd "
DI ~N B

PESRN

: OvernEeaDs INcLUDED.

A Commy T - GTWR e T

Statement. Statement Difference. .
Ve S 38 763, 2948 37 424 653[$ +1 338 641
35 400 596 34 424 653 —2 0"4 057

. INterest.on | . Resmamvaxo -
S e powls e ] - OVERHEADS ON 7
o1 Con- . Bl o — - L
« fstruction.] - .-l p T ot et T L e T
oot Ly e - Coney |- Landl * f . Con- -t | Land.
g Cedrml e s PR BT  struetion, ] o struetiond]
ST RN T IR D R HE T IEEY T IS S |
A PRSI BN s e e N PR OSSN D E T T A
s \hmupeg—l(clnlle erevieedeasavied.] 7,924,409] 0 635,080] - 792,441) .- 114,476] 1,109,417| 38,1597
Melulle—nxggur 4 iieieteeds 7,205,220 - 398,850] - 720,522} - 71,793 1,008,731} - 23,931 = - -
“>Biggar—Edmonton.....: 7,961,461) -.400,400f <-796,146]  72,072| 1,114,604} . 24,024 . - ..
Edmonton—“ IICrcek . 3,833,362| ~ 115,720|".383,335) "~ 20,830| . 536,671}- - 6,043~ ..o oy
_ Total excludngdmonton'rcrmumls..: 26,924,452 1,550,950 2,692,445] 279,171 3,760,423 93,057 . - - ... - [
Edmonton Tcnmnals Biveenenestasdo b 877,5461 2,154,924] < 39,490 © 120,205 - 144,705) 107 ™6 Vi
’-, Total mcludngdmonton Tcmnnals ..127,801,9098] 3,705,874 2 731 935 1./ 408,4606| 3,914,218] ~ 200,803, ' ‘
o Unwmed mcrcmcnton land............ 2.898,5! esisn -1319,228}. 00000 o] 144,927
Total ]ws unmmed mcremcnt on lnnd 27,801,998| . 807,331] 2,731,035| - 89,238] 3,014,218] . '55,876:"'1 _




T.

nterwt on constructlon and lan
* Remaining overheads on construction.
Remammg overhends on Iand LT ILe “.., .

cene

27,801,998
= 807,331}

731,038] -
“g0,238]"

3,914,218 -
255,876~

.;. [ y

98,609,320]

i"‘2.8214.1‘“73 4

+3,970,004]

27,801,998
,3.705,874 ¥

b 273!935 b
08.66

3914 o1 ¥
.~"200,803|

35,400,506

" .| MEisuraBLE  QuanTIIIES
L A PR

H )

“INcLUDING OVERHEADS: . -

N e

Wolf Creek—Jaspcr.. viedeas
Jasper——McBnde wieeesesd

6,502,400] .-
710,668

0 Endako—Smithers:. .

McBride—Prince George.. ..
- Prince George—Endnko veerees

quthers—-Pacxﬁc. cige RS
clﬁo—Prmce Rupcrt Sisaey

' j Total exclndmg Pnnv:e Rupert Tcrmmals Ceees ¥

l’nnce Rupert Termmals eeee

<

Total xncludnng Pnnce Ilupert Tcrmmals.. ceeiine

Unearned mcrcment on land...

- Totnl ¢ clusxve of \mcarned cremcnt on land. et

sessssesocsvene

fee .---..o.......

essvecrocinaass

...-..-v.....‘;.

saee

..--..o-.-..

-...--o..-c...-...

vessesesncncoins

077,88

10, 0!2,541
'11,257,891] -

14 611,219 "_
5 785, i .

95406 ;

93 575

““Amount. Rate . ::;Auiouni.;“ Rate
T ] perMiles | o0 per Mile. .
~/ - -

288

14,203,444

8
[
g

-~ 65,056,820
56,401,237

‘73.243 -

esessrsennee

* 82,007,609} -
76,049,093 T

4,364,435

" 70,458,057} .

~ 81,634

sssraseneane

',ssos7w 105,775 7 j
4,767,088 -}

© 66,093,622

- 79,302]

83,200,416




i

., Prince Rupert Terminals, excluswc of Ian'
- Pnnce Rupert Termxnals. land ienss

2,045,405
4,004,498

% Comm.
~ Estimate.

. L “ Difference. ...
Lstxmate. ot X

- their land ($38,057,502—$4,004,498)....

- an
",Grand totnl mcludmg Prmce Rupert Tcrmmals, \uthout ',"

P AN

‘Grand total excludmg unmrned mcrement. on land. Lievierss

83, 057‘ 502
84,053,004)
83,200,416 .

93,307,184] - -
93,307,184

“93, 307 184 ‘

9,251, 130* ‘
;—10 016,768 .

o0l T | Interest ove |Redave OVERE .
S e e e T L LT HEADS ON .t UL s T
. { Construe-| ~Land. — — —— oy
Lfotione o e s et g T T e AR
3 B “ % .| Construc-} Land. | Construe-| ‘Land. - * .
. _ " RESRTCIN BE0R 910 KPR REERH ctiomo s e T
05,855| 848,452] 15,505| 848,452
Jasper—McBride... -26,100} 1,130,164} - 6,264] 1,130,163
- McBride—Prince George 101 778 l 886,227| - 24,327{ 1,886,227} :
Prince George—Endako. 11, ,1.040,905 ©.17,045] 1,040,905
. Endako—Smithers...7...... 97,055} 739,448) - 23,293] - 739,448]-
. Smithers—Pacific......:.v 73,570| -1,292,066( " 17,657]-1,292,066] - T
Pacnﬁe—l’nnco Rupcrt.,.. P TI . 462 5731 1, 403 391 lll 017 1 403 391}. 27 754
Totals excluding Prince Rupcrt Tcmlinnls .164,158,869] - 897,951) 8,340,653} 215,508) 8,310,652] 53,876 - . -
Prmce Rupcn ’l’crmmals.................... 1,623,409 3,777,828 1,043). ... - 211,043 226,670 - .
" Totals mcludmg Prince Rupert Terminals.. 65,782, 278] 4,675,779 8, 551,696/ 215,508| 8,551,695 280,546 .0 -
Unearned mcrcmcntonland................. cererenes) 4,364,435 00000000 140,785 L. | 260,866
o Tomls, less unmmcd incrcmcnt on land.. 65,782,278 '“{31.1.’344 8,‘551.696 74,723 1 8,551,695] 18,680 ks )
o RS « - N R . [ERU I ‘ " : e e . I




60 782,78 65,782,278
“'311,344 4,675,779| -

s ‘166,093,622
8551 696 “| 551,606
R T o - |+ 215,508

‘Remaining overheads on constructxon . "T 65| - ol 8‘,1551v 605
ARemammg overheads on land ...;.... o '18 ,680] i B 280,546/ -

T | stosm| oo |88
T [83,200,410) 88,057,502

‘Coxm. “or I&ocmrf.
" EsTiMaTE!

. | without | Inctudive Withaut s
< Land. |. Land... JiLand.

s Lo “ ey

31,538,867(30, 751, 536 31 507 872 2, sm 993
3,460,300| 3,460,300, "41115,021] 3,014,218

j'«'roml excludmgmterest. Ll T |8s,019,167134,211,836135,622,803131,716, 216
Interest e : : | #.237,476[ 8,092, 362| 3,110,401 2,731,935 -

il 113,256, 643]12, 304, 10833, 763, 204 PABL
uc—- . i o DR i 2t “," . Pl ‘ i . N
v Telegmph opcmhng proﬁt . '. Cvivenmensisesl 186,366] : e !

: Trains operating proﬁt cesiliiennaes 5,466,817} ¢

116,565 .
- 02,242

5,831,900 5,831,900] %
; 37.‘42'4,05;;6.472.203




~.Including Land.

\‘Vithoutf‘

Land. *

Inclading | |
", Land. °|" Lal

; Telegraph operatmg profit..
" Wharfage and warehouse profi

78,269,721
9.882.672
5,355,470

77,958,371
%9807, 950
+5,336,789

8,767,204
8,832,241

g ROBEE
70,458, 057|65,
8,551,696

8,551,605

93,507,863

93,103,116

88,057,502
4

> 200,679| -

82,885,669

L A

84[02,902,437

88,057, 502

32,385,669 :

> 'Nm —ln the G T P “Wlthout Lnnd" 'column. the reduced mterest and overhead is not exactr
i but arrived_at by deducting, from the known total mterest and remalnmg overheads, 24 per cent and- 6
per cent. respectwely on the land deducted.

TABLE VII —Grand Trunk Pacxﬁc lRallway.
COI\SOLIDATED STATE‘\IENT B

Construo- [ RIS S thet
. tion - Interest. Over-: ductxon
> [ Ttems. _s¥i | heads. 17 Cost. -
T I R T B IR R P
Wmmpcg—nclvme:.... || ~2s0-00] 7,021, 400] -, 635,980 - 906,917 1,147,57610, 614,882 - -
Melville—Biggar. . .| - -248-00] 7,205,220} - 1398,850| - 792 315]°1,032,662] 9,429,047 -
Bxgmr——Edmonton .| 7 201-30 7,961,461} -. 400,400 868,213 1,138,628 10,368,707,
Edmonton Termu\als e 11076) - 877,546 2,154,924] - 188,785] 1 252,541] 3,453,796..
Edmonton-—“' lf Crch ..... N 117-80 3,833,362( - 115,720{ - 404,166 - 513, 614} 4,896,862 f fEE
Total Pmmc Mam Lme y -.918-86/27,801,998| 3,705,874 ,3,140‘401 4,115,021(38,763,208 .. . R
L [RARTE NS IS Lot R UL SOV ST GO O O e A
Mam Ltnes-—.\loynlaan Seclwn. RIRRRE RN B et FEUEORL T fo SN ERERA R
Wt Creck—Jasper... “111-80] 6,526,558] " 63,855| " 864,257 . 852, 101 s 8,309,070
Jaspcl\—McBnde....‘.’.. ~.108-70] 8,693,568| - 26,100 1,136,428 1, 131 729 10 087,825
' McBride—Prince George. . -145.90|14,509,441| - 101 778] 1,910,654 l 892, 333 18 414 206
Prince Gcorge—Endako. peene - 115-10} 8,006,961 71 020] 1,057,950 1, N5 166 10 181 097 -
Endako—Smithers... Y . 125.00} 5,688,056 97,055 -762,741 745 271 7 293 123 -
- Smithers—Pacific.......... .107-00| 9,938,971} .. 73,570|-1,309,723 1 296,480 12 618 744
. Pacifie—Prince Rupert... 118-00/10,795,318} - 462,573 1,514,408 l 431,145 H 203 444
Prmco Rupcrt Tcrmmals . -+ 1.00] 1,623,409 3,777,828] . 211,043 . 437 713 6 049 993
Totnl Moun(mn an Lme..k;k..‘.”'.... Ll 832_'50 65,782,278 4,675,779 8,767,204 8,832.2{1 88,957,502 . R0l




RAILWAY :INQUIRY- COMMISSION,

Inferesi:. :
: heads.. o C

1 +-.96,511] 14 533 < 32,024] 337,345
7+904,079] . 59,921 ;,44,279 129,566/ 1,137,845 -
4,188,850 1‘246 034 - 263,260| ° 648,740 6,346,884
2,324,236 145 0951 . .-113,297{: 332,647} 2,915,275
1,780,628) . 196 145/ . .- 91,897] . " 259,004{ 2,327,764

Re.,ma—Northga-te.z.
Young—Prince Albert

Biggar—Loverna,... .. ; 1,603,529 . 85,000( - 77,259| - 228.744] 1,994,532~
- Oban—Battlclord—Carruther -, 97-8('1,895,632f 87,301) - 87,397|  259,958| 2,260,378 "
Tofield—Calgary. .- © 201:2) 4,696,580 1,052,396]- * 2741490/ 710, 142| 6,733,617 .

5-7) 2,331,958 12,757 105,703| - 327,112 2,777,530 -
-2|19,819,778 1‘2‘.9,31,,250 1,072,115 2,928,027/26,831,170 "

Alberta Coal Branch

“ames|s silons| 26,468] 245,373

S R IS EL IR IR R
A -86/27,801,998 '3,705,874| 3,140,401{ '4,115,021/38,763,204 -

veesssof b 832-50(65,782,278) 4,675, 779 '8,767,204| 8,832,241{88,057,502 .-

...... DA s B 19,849,778 2,981 1,072,115 2,928,027(26,831,170 -~ -
0+ 14.90) - 177,957) . 31,075| . - 9,873] . :26,467] - 245.373

-46113,612,011]11,393, 978112, 989, 59515, 901, 756/153,807,338 ‘

Total wlthout
O\erheads_l. :
‘ . ,__(Total.

< (@) contingencles,zpc...'. e PR U L R,

'(b) ‘Engineering, 5 p.c. on 102.. seieriee meiae e de We e W L1007 L
< (c) Legal, etc, 3.p.c. 'on'1°02,, .. R N ..‘.. Jeve 10787, L
- (d) -Administration, 2 p.c.on 10276.. .. ..o L, PeeTie e e 10864,

S (€) Taxes, & DiCeu's v'a Vi e vt T P TR T e L 11:) ¥ S ‘

. (1) Interest, 4-year period equals average 2 yeara, 12 D.C on 1 0914. 1°2224 - :
(a) Commissions, -3 p.c.-on’ 1'2224.. TN T I TR TR CPRPPRS s 111 S
i g say’ 26 pc’ : AN B | g . R vf‘, s

PRI E e B.Onland—-“ PR

ST TR ff - (a) Admlnlstratlon. Ly D ..’..,.. ‘..~.. oo sees weiles’ . 10075

S T T (D) TAXeS, 1P sl i ae eet ai s LS E TR TR PRSP S e 1 L { S

-(c). Interest,” 4-year period 24 p.c. on'10175..'.. .e ..\..‘.. «102617.
(d) Commiss!ons 3 pec on: 1'2617.. e e e i Ja e oo .. 102996
SaY. 30 pc.- Lo ha EE R R RO :




ithou
overheads-— .

A. On all ttema except. land— y
y ,,(a) Contingencles. 3 pc... el
(v~ Engineerlng, 5 p.c..on ~1°03.",
(c) 'Legal, etc., 1'p.c. on 1.03..-
(d)’ Administration, 1:p.c. on:1* 04
(e) Taxes,sayipc.....-..’.. R PR :
) Interest. 3-year period. average 13 year at 6 pc.vequals 9 pc.
,,;,\on 1°1072.%. e
g)'Commisslon. 3 p
: ".Say, 24 pe

..r-c o Jee e e v el e

on all previous 1'2069.“

‘(a) Admlnistratlon, etc., 1 p.C.. )
(b) Taxes," 3 years at 3 p.c. equals 1} peloilil .
(c) Interest, 3 years at 6 p.c.. equale(ls pe. on 1
(d) Comm.sslons. '3 pc. on. 1'2095.. ot

Say, 24 p.c. s g

LA large part of the dlﬁ'erence between’ the results of our-. valuatron ‘and ' the ‘cost -
: ﬁgures, either those received direct from-the | company or those certlﬁed to"the. Gov-
" crnment, arise from” the higher valuation which we have assrgned to real estate or
rlght of way, and especially. to the termmals at Prince Rupert. TUETRs :
7 -These: terminals originally cost: hﬁtle or nothmg, ‘at the present tlme, however,
“on the basis of the assessed valuatlon, wlnch is the bas1s of our ﬁgures, the real value
1sIarge.,;'»’~ Lo X ' SR ;
" This is'a case in. whrch if the rmlway were removed those lands would appar-
ently return to their original value, ‘that is to say, they owe thexr present value prac
tlcally entlrely to ‘the presence of the rallway. Db e :
-: 27 It ‘'might “perhaps fairly be said,- therefore, that in. estlmatmg the cost to repro-
. duce the property, inasmuch as if- the raxlway were removed these terminals . would
be of little or no value, they should be given a' “small value in the estxmate however,
- we assigned to them a value based upon the- assessed value of. adjoxmng property per:
e square foot or per acre.. ... RO
y ~In order,- therefore, to compare properlyn our valuatxon wrth the estrmate of cost -
the unearned increment of these and other lands should Be deducted Tlns has been
done in table IIT and i in table v,
" Table TIX gives a summary by subdxvrsuons of the Prame sectlon of the estlm‘lted v
cost of constructxon and of land, with intercst on construction. 1tems and ou land and
. remaining overheads allowed on construction and: onland.. SRRE ,
For the cestimate in the last line of the table proper, the so-called unez\rned ireres
, ment ‘on land, together thh mterest xmd other overheads pertammg to land have
o ;been excluded, "¢ .
* The uncnrned mcrement on land xs the drﬁerencevbetween our estxmate, namely,
$J,«05 874, and the cost of right of way and real. -estate, namely, $807, 331. :
-~ The other entries in this line are the-interest on this unearned mcrement and :
~‘the other overhequ, using the same percentages that have been uscd throuvhout our E
e:txmate for this system. - | - kT
k . At the bottom of table III is" gwen ‘a summary whxch shows that our total estx-'
oo mate, excluding uncarned increment, thatis to- say, putting in the right of way and -
other.real estate at cost, is'$35,400, 596, which compares with a total of $37,424,653,-
.. based on the Grand Trunk Pacific statement submitted to the Government In other
: words, our_estimate of the cost to reproduce the Prairie section .main line of the'

. Grand Trunk Pacific using, however, the cost ﬁgures for real estate, is about $2 000 000
less thun the actunl eost i . . :

»




‘ se_figures, however, it is _proposed " to ehmma
he mterest charges, whlch are ‘quite different in"the cost estlmate and m our. own
valuation. * This’ companson is: made in tables .V and VI :
section, the latter in; the: Mountain seetion. B ST T
Taking up table V,” line “1-shows the’ construétion cost.from table I, ﬁr’str,mclu'd
_ing the land, and second,’ omlttmg the land:” Our estimate including the" land but no
“the .interest  is- - $35,622,893. . Our™ aIIowance ‘for’ interest “is” $3,140,401. Oﬁr- total
ncluding. mterest ‘and all” overheads, is $38 763, 294 ‘agreeing wrth table I. TR
= The Government ﬁgures, however, have oifset agaxnst mterest pard recelpts from
operatlon ‘of trams, from’ telegraph and’ certain 1tems'of stock as shown, whlle our
cstlm'\te has taken account of none of theee 1tems. ; B : BRI
o 2 Leavmg out the. land; it will'be seen that our total ﬁgure for the Prame section
*is about. -$2,000,000 Iess than the Grand Trunk’ Paclﬁe ﬁgure after the deduction’ above
referred to.has been made, while mcludmg land (and 1ts unearned mcrement) we are
3‘$1 300 ,000 above the company’s figure.” ;| " L
- Table VI ‘makes- similar" companson for the. Mountam sectxon, ,whrch shows" our
total excludmg land but, 1ncludmg lnterest and other. overheads is about $10,200,000
hzss than ‘the’ estimate of the company, ‘while after. makmg the company’s deductrons
for. recelpts ‘and stock our ‘estimate is about $10, 000 ,000 less-than’ the company’sw A
“: If our “figures. are correct,: therefore, the Grand Trunk Pacxﬁc system’ should have
been built for nearly $12,000,000 Jess than it actually cost :

~ Just’ why there should" have been this ‘excess of cost 'Is not for me: to explam,

‘been paid.:

estnnate for the Canadian Northern prairie lmes S ST

eostly omes, i\ i SR S S B e R B e

stantla]ly constructed in many ways-than, the Cahadian- Vorthern; it"has in general

-“ihat the Grand: Trunk Pacific ‘was - a more expensive line than was justified by the-

duced ecooomxcally Just as good results, ?‘: SRy LTy

. On the l[ountam section considered as a whole, howevcr, tho Cnnadmn \'orthern;‘v" :
hne is not inferior to the Grand Trunk Pacrﬁc, but is in some respects ‘supcnor xts 43

“ roadbed is good xts grndes are casy, and xt 15 in cvery way well constructcd

although 1t would appear that some of the pneee pmd were hxgher than should have‘i' o

Tt will bedobservedﬁ that" ‘our estxmate of the cost of rcproductlon’of the Pralrxev’f .
_section of the’ Grand Trunk’ Pacific;" excluding the- unearned: increment on”land, is e
*about $38,500 per ‘mile, mcludmg all overheads. Thxs is consxderably larger than our;' ;

" The'r reason for the dlﬁ‘crence hes partly in the chamcter of ‘the country through T

- which the Grand Trunk Pacific passas, which is less favourable for construction,than ne

that throughiwhreh the other line passes, and partly also in'the fact that the” gradrents‘ S

" on the Grand Trunk Pacific are lower than those of the Canadian Northern Railway.: -

- If the Grand Trunk Pacifié had been built with a more undulating gradient, the quan- -~
txty ‘and cost of ‘grading would have been considerably ‘reduced, and also the'cost of . .. [
*" bridges, and’ especml]y of . tlmber trcstles, of whxch thxs hne has n Iarge mi'r'nber of EERE

" On the whole also, the Prame sect:on of the Grand Trunk Pacrﬁc is more sub o

i s

""more ballast, better ties, and wxder shoulders to the banks than the: Canadxan Northern, - . =
and I should expect for this reason ‘alone a consxderab]e difference in cost.” I may say,ﬂf T
ho“ever, that it seems to me, after ndxng through the territory covered by these hne@, AR

~ traflic, snd that a more ‘undulating gradxent with. a smuller ﬁrst cost, would have pro- i




' ’,f%

« better: hne, although it has: longer and higher® trestles, and experrenees eonsrderable
“trouble” each ‘year: where xt 'passes’ along Brule lake, near: -Ja asper,: on’ “account’ of the

‘the opposnte side of - the river, and the prevarllng winds arein its-favour, *blowmg the

- North ‘Thompson river “southward, and the’ ‘Grand Trunk Pacific: following" the Fraser

are easy and the road-bed and structures substantlal *.The Grand Trunk Paclﬁc ‘west of

“ continue to be for some years' to' come." Not' rouly was it necessary to’ change the
0 rxgmal location in many mstances, but'in’ many cases “almost an entire hillside was put
‘in. motxon by.the construction of the road, ﬁlhng up ditches 'and ‘cuts and movmg
'fembankments, reqmrmg heavy- expense’for excavatlon, subsequent to.the' opemng of
‘the lme ‘The" movement has not stopped and there will continue to be: heavy ‘expense -
for some time to ‘come. - Here. agaln the general limits adopted for grades and curves
,probably greatly increased the. expense.'Had an_ undulatmg grade been adopted "?mth
"‘more curvature, the line would have cost. much less.” ‘

;range of hills’ and as the lme is on the south side of- the rivers.it-is not exposed to the"
, ~sun as much as the land’ on’ the north’ side and, consequently, cuts’ do not. dry out as;
g _yl’qmcl\ly as they would if the lme had been located on the north sxde S

f -and I .would not wish to make’ the above statement uncondrtxonally without” furthcr

. Pucxﬁc and the Grand Trunk Pacific Branch Lines. Company (the distinct _corporation

-RAILWAY-INQUIRY COMMISSIO

less curvature, avmdmg one summrt Whlch occurs on- the Canadlan Northern east of
Ja asper..~,On-the whole, the-Grand’ Trunk: ‘Pacific is;’ between these two.. .points; ‘the

dnftmg ‘of sand from the rlver-bed -which completely covers: the .tracks and’ requrres

consxderable expense for removal 2 The C'anadlan ‘Northern line i is, at this’ point, on

-sand” away: rather: than’ -upon its. tracks.
f,,West of Resplendent the two- lines: ‘diverge, the’ Canadlan

Northern following ‘the

“river'in a northwesterly direction. - The two lines thus pass through essentlally dlﬁere :
country, and : cannot . falrly be dlreetly compared ~The character of ‘the country tra-
ersed: by the Canadian Northern'is the more favourable, and the portion of the Can-
“adianNorthern from- Resplendent to the coast is the best part of- that line.” The grades

Rosplendent pnsses through ‘some . very soft ground ‘as far west “as Hazelton. Thrs
-material has been a serious-source. of expense to the Grand Trunk Paclﬁc, and will

*~.The Grand Trunk Paclﬁc line is located generally on the south srde of: the ‘nvers
“which it follows bet\veen Yellowhead pass’ “and Hazelton. South ‘of ‘the line there is a

At first glunce it would seem that an error in- locatlon had been made and that the
rmlway should have been located on the north side, but snap judgments ‘are dangerous,'

information_as to the actual character of the ground on’ ‘the north side of the river. .\ <
Tables VII and VIIT' _give our final consolidated -figures . for the ' Grand Trunk:

owning. "the branches of the Grand Trunk Pacific system:)’, No account has been taken

" of subsidiary corporations. of the Grand-Trunk Pacific Company, such:as the: Grand :
Trunk Pacific Development Company and the Grand Trunk Pacific. Steams}up Com-
pany.” Our attention hf\s been conﬁncd"entlrely to the mxlroad lmes scheduled m*

tablcs VII and VIII

! In addmon to makmg tho eshmate for the Canadmn Northern and the Grandi“ R
" -Trunk Pacific, we were ‘asked to make _comparisons between certain’ portions of thesef»‘ e
lmcs and portxons of the Cmmdmn Pacxﬁc system runmng through sxmxlar temtory S






