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Auditor’s Report on Hydro Electric Power Commission of Ontario’s Electric
Railway Projects.

G. T. Clarkson, F.C.A., who was ap
pointed by the Ontario Government to 
audit and report upon the Hydro-Electric 
Power Commission of Ontario’s accounts, 
was asked by the Premier, recently, to 
report on 1, The state of the affairs of 
each of the systems and companies con
trolled or operated by the commission; 
2, The approximate amount of money 
which must be obtained by the province 
within the next two years and be loaned 
to the commission in order to allow it to 
complete works undertaken by it and 
now in course of construction, and to 
pay debts which become due within that 
period; 3, To express an opinion as to 
the soundness, from a business stand
point, of each of the undertakings now 
operated by the commission, and as to 
whether there are any reasons why, with 
the government sympathetic and desir
ous of supporting the commission, so far 
as it can be done with benefit to the 
municipalities and the province, the gov
ernment cannot safely continue and ex
tend support to the commission.

Following is the portion of Mr. Clark
son’s report dealing with the Hydro- 
Electric railway lines:—

Under the provisions of the Hydro- 
Electric Railway Act, 1914, and amend
ments thereto, the commission is au
thorized to enter upon the construction 
or purchase and operation of electric 
railway lines when and so soon as (a) 
The Lieutenant-Governor in council shall 
have authorized the municipalities in
terested to enter into agreements with 
the commission for the construction and 
operation of any electric railway; and 
(b) The municipalities interested shall, 
in respect of any proposed line, have 
signed agreements containing terms and 
conditions laid down by the act, includ
ing the assumption on their part of 
liability for the costs of construction 
and operation of such a line.

Under sec. 6 of the act, it is provided 
that the commission may raise money for 
the construction and equipment of such 
a railway line by the issue of bonds se
cured upon the railway and all assets 
belonging thereto, and further, that it 
may from time to time increase the 
amount of the bonds so to be issued by 
any amount which it deems necessary to 
cover the costs of construction and equip
ment or to provide for extensions or im
provements to the line.

Under sec. 7 of the act it is provided 
that neither the province nor the com
mission shall be liable for the payment 
of the bonds to be issued by the commis
sion, except to the extent of the moneys 
which shall be received in connection 
with the operation of the railway line or 
from the sale of debentures to be de
posited with the commission by the 
municipalities. Under sec. 8 of the act, 
however, it is provided that the Lieuten
ant-Governor in council may authorize 
the Provincial Treasurer to guarantee 
the payment of the bonds issued in re
spect of any radial line they cannot be 
sold by the commission to advantage 
without the guarantee of the province.

The municipalities on their part are 
required to deposit debentures to the 
amount of their respective shares of the 
costs of construction and equipment of 
the railway line, with the commission, 
and these debentures are to be held by 
the commission as collateral security for

the bonds issued by it, subject to the 
right on its part to sell or dispose of so 
much of them as may be necessary at 
any time to meet the payment of any 
amounts due by a municipality in de
fault. The agreements with the munici
palities are very rigid in character, in 
that the responsibilities assumed by each 
municipality are based upon the costs of 
construction and operation of a line, the 
exact location and character of which is 
definitely laid down in each agreement. 
Legal opinion is that there is doubt as 
to whether the obligations assumed by 
any municipality can be enforced in the 
event that a line shall be constructed 
and operated for a portion only of the 
distanct prescribed in the agreement to 
which such municipality is a party; this 
is particularly the case if the portion 
constructed becomes a defined part of a 
new system comprised of the part of one 
system and the part or the whole of an
other system, leaving any part of either 
of the original systems unconstructed.

The commission has in contemplation 
the construction or purchase and opera
tion of the following lines :—(a) Port 
Credit to St. Catharines Line, to run be
tween the Village of Port Credit and the 
City of St. Catharines; (b) Toronto to 
Port Credit to London line, to run be
tween the City of Toronto, to the Vil
lage of Port Credit, and the City of Lon
don; (c) The Toronto and Eastern line, 
to run from the City of Toronto to the 
Town of Bowmanville.

Necessary agreements have been exe
cuted with the municipalities in respect 
of the Port Credit to St. Catharines line, 
and such agreements have been approved 
of by the Lieutenant-Governor in coun
cil. Agreements have been voted upon 
by the municipalities interested in the 
Toronto to Port Credit to London line, 
but the same have to be signed, I am in
formed, by the municipalities between 
Toronto and Port Credit only. Agree
ments with the municipalities in respect 
of the Toronto and Eastern line have 
been executed and the approval of the 
Lieutenant-Governor in Council thereto 
has been obtained.

Costs of construction and purchase of 
the Port Credit to St. Catharines line are 
estimated by engineers of the commis
sion at $11,000,000, which amount it is 
proposed to raise when and as required 
by sale of bonds of the commission. Cer
tain of these bonds have already been 
guaranteed by the province and are in 
the hands of the commission. The com
mission has entered upon certain obliga
tions in connection with the acquisition 
of right of way and for supplies and ma
terials, and these obligations amount to 
between $250,000 and $300,000.

In order to provide for connection of 
the Port Credit to St. Catharines line 
with the City of Toronto, the commis
sion has made expenditures and incurred 
liabilities to the amount of upwards of 
$650,000, and it states that these expen
ditures have been made as part of the 
costs of construction and purchase of the 
proposed Toronto to Port Credit to Lon
don line, in respect of which it intends 
to apply for legislation authorizing it to 
construct and operate the same in two 
divisions, to be located between Toronto 
and Port Credit, and Port Credit and 
London. Agreements have been executed 
by the municipalities between Toronto

and Port Credit, but not by those be
tween Port Credit and London; accord
ingly the terms of the Hydro-Electnc
Railway Act have not as yet been com
plied with in respect of the Toronto to 
Port Credit to London line as voted on 
by the municipalities. The commission 
states that it received assurances fr?®’ 
Sir William Hearst, when Premier of On
tario, that if it would obtain resolution® 
by the municipalities interested, request
ing the government to introduce and P®33 
amendments to existing legislation th® 
may be necessary to validate the budd
ing of the Toronto to Port Credit sec
tion as a part of the Toronto to 
Catharines Hydro-Electric Railway (s, 
as to make the same legal, valid an 
binding upon the municipalities), ma_ 
the government would, with the presen
tation to it of such resolutions, supP01. 
legislation to that effect. In such eve® 
Sir William Hearst is said to have ex
pressed the opinion that no difficm1- 
would be met with in carrying out 
wishes of the commission to have tn^ 
bonds necessary for the construction an 
equipment of such line guaranteed by 
province. On the basis of these assu ,
ances, therefore, and with resolutions 
the municipalities in its possession,
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commission, although without statut® ^ 
authority to do so, has felt justified _ 
making expenditures amounting to $5".’e 
000 out of the funds held by it under 
terms of The Power Commission Act> ,, 
the belief that by so doing it wou 
make a considerable saving in the c 
of the Toronto to Port Credit line. 
gineers of the commission estimate t® 
the cost of construction of the Tor on , 
to Port Credit line will be upwards
$5,000,000 to $6,000,000.

Estimates of the engineers of the c® 
mission indicate that the cost of ^ 
struction of the Toronto and East , 
line will be about $9,000,000, to be r®150f 
as and when required by sale or issu6 py 
the commission’s bonds guaranteed • 
the province. The approval of the Lieu 
ant-Govemor in council to the a£reeji 
ments with the municipalities has 
obtained, and expenditures upon the 
to this date amount to about $10,000- v

As the costs of construction or V 
chase and operation of the above n . 
tioned electric railway lines are mat ^ 
which engineers alone can estimât ^ 
this time, I am unable to make e 
further statement to you with refer ^5 
to them. Engineers of the commis 
are of the opinion, however, that nt 
revenues of such lines will be sum 
to meet costs of operation.

, clif"Niagara Falls, Wesley Park and 
ton Tramway Co.—We are officially j,i 
vised that this company’s franchis ^ 
Niagara Falls, Ont., expired M®*" po
und that the city council had give,.sbiP 
tice that it would assume the owne 
on the expiration of the franchise- ^ja- 
citiy council recently advised the py-> 
gara, St. Catharines & Tor ont® qo-< 
which owns the N.F., W.P. & rjA 
that it was applying to the Ontario 
way and Municipal Board for a ® pi 
of arbitration to decide upon a Pt^ic® 
jects to the near side, some of ]>e- 
the line. In the meantime the line„,r. 8® 
ing operated by the N.S.C. & T. *:vitJ> 
formerly, but wthout any agreeme® 
the city.


