
CANADIÂN COURIER.
The interest, depreciation, and sinking

funds for the year absorbed the sum of 443,546.

Leaving a balance of net surplus earn-
ings for the year after meeting ail
charges applicable thereto, of.........$34,575.8
The whole o! the cost o! getting and promotin

new business amounting to upwards o! $60,000.00 hiagain been met out of the year's Income.
During the last quarter of the year a careful a:praisal was made by the Gleneral Manager of thjwearing lifetime and the residual values of the ph:

sical plant and equipment and tbe depreciation ai
Propriation for the year, which is substantially largethan that of last year, has been based upon that aipraisal. The amount set aside for depreciation i
1912, though quite sufficient to cover the actui
Wear and tear of the Plant and equlpment for thayear-the first complete working year it had beein use-was, however, based, pending an appraisa
of the wearing lifetime of the different parts o! thplant, upon a tentative rate only. It is unnecessar,
to emphasize the capital importance of establishin
and maintaining out o! Income a fund from. whlc]to inaintain the physical plant in the highest stat,
of efflclency, and to, replace the varinus parts there
of as they Wear out. This Is a first principle in soun<
finance. No departure therefrom is capable of jus
tification.

The Slnking Fund appropriation covers the amounrequlred for the year under the three governing cit:
by-laws, together wlth interest on past due Instal
mnente. The Sinking Fund Suspense Account llkeWise annexed hereto gives full details of the amoun
of $94,617.20, whIch Is carried forward as a charg
UPon the surplus earnings of 1914 and future yearsThe Corporation of the City of Toronto is linderi
contract obligation to the debenture holders to main
tain sinking funds in accordance with the termis
O! the governing by-laws. These obligations havbeen quite properly charged by the Corporation
against and assumed by the Hydro-Electric SystemThe total amnount thereof at the 3lst December, 1913was $289,211.16. From this total there bas been
deducted:-

(a) The Provision made out of Income for the year1912, representing a full year's instalment and in-terest thereon on the actual net debt of the System
as at the end of that year.

(b) The Provision made out of Income for theyear 1913, representing a full year's instalment as
required by the first two by-laws, and a haîf year'îs
instalment as required by the ternie of the third bY.law and interest thereon.

(c) The surplus earning for the year 1912; and,
(d) The surplus earnings for the year 1913i,thereby leaving a net balance as aforesald of $94,-

617.20 to, carry forward against future profits.
Ilad the enterprise been conducted as a commer-cial Corporation, with share capital Instead of belngcharged with debenture capital subject to repayment,the net earnings for the year would bave been shown

at the amount of $312,164.14, that belng the sum Ofthe Interest and sinking fund appropriations and thet'et surplus, or the equivalent o! a divldend at therate o! 71,A per cent. upon the average amount ofcash capital invested therein.
Additions have been made to the physical systembeyond the limits covered by by-laws 5036 and 5918,

In respect of-
(a) Certain requfrements of the street and parklighting system.

S(b) A 13,200 volt commercial power distribution
system.

(c) Sonie special equlpment in connection with the
civic car lines; and

(d) Certain other increases In general capaclty,at a cost of approximately $620,000O. To cover thisexpenditure b-v-law No. 6674, authoriz the Issue of$700,000 of 4%' per cent sinking fund debentures,dated let July, 1913, and maturing on the lst July,1953, was passed by the Corporation of the City ofToronto on the 13th October, 1913, and duly sanc-tioned by the OntarioRailway and Municipal Board.The total expenditure authorlzed by and the netIroceeds of the debentures lssued under the threebY-laws are as follows-

Estimated
Cost o!

BY-Law No. Systom.
5036 (4%).............. 2,500,000
5918 (4%) .............. 2,000,000

Total .............. 4500,000
6674 (43%%). Est'd. cost 620,000
Cash proceeds, tIll 31-12-13 ...
Cash proceeds, Jan., 1914..........
Discount tilI 31-12-13 .............
Discount tili Jan., 1914...........
Bobs. issued ....................

Grand total ......... 5,120,000

Actual Cash
Proceede ai
Debentures.

*2,240,124 55
1,816,774 89

*4,056,899 44

431,464 51
209,870 49

$4,698,234 44
O! the total estimated expenditure o! *5,120,000,

autbarized by the aforosaid by-iawe, the sumn o! $4,-
619,539.20 had been'exponded up ta the Slst Decem-
ber last, leaving a balance o! *500,460.80 avallable
for construction work net thonî finlshed. It le an-
tlclpated that this w111 suffice to complote the work
Included la the above estimates. It le ta be noted,
lowover, that the net proceeds o! the total Issues
Of debentures amount only te the sum o! *4,698,234.44,
or *421,765.56 short ô! the ostimated ceet o! complete

cosu~tion. Ilnis aeniciencY willrequire to be made The growth of income and the improvement il,83 available for the use of your Commission as It le administrative and operating efficiency are cleariy- required. set forth in the comparative statements annexed toIt is important that the necessities of the System the accounts herewith. The principal featuresin respect of workîng capital be clearly explained. thereof may be summarized as follows:-~7 No provision has yet been made for furnishing the The total income has increased from $726,763.539g enterprise with any capital except that required for in 1912 to $1,159,339.71 In 1913, a gain o! $432,576.16,s purely construction purposes. In addition to, the or nearly 60 per cent. The commercial income bascapital funds invested in plant and equipment there grown from $338,262.64 in 191:2 to $684,622.36 In 1913,will always be a large amount invested ln stores on a gain o! $346,360.28, or 102% per cent. The netLe hand, in accounts recelvable outstanding, and la sun-supsaerrvdigfrillxdcrehsdry other directions. The funds so invested muet grown from $13,5&5.41. in 1912 to $34,575.87 la 1913.y-eitber be obtained from the general creditors, from a gain o! $21,020.46, or 155 per cent. That is tap-the free part of the accumulatlng depreciation. re- say, that the total Income has increased by 60 perPr serves, from the accumulating surplus earnings, or cent.; the commercial income bas more than doubledby way o! additional capital. Creditors, however, re- itself; and the net surplus earnings, after providingLIquire to be paid and paid promptly if satisfactory for ail fixed charges applicable to the year's opera-,t business is to be maintained. The depreciation re- tions, are over two and one-hal! times what theyn serves may be employed to some extent as working were la 1912. The cost o! current bas been reduced1capital, but it is neither sound nor possible that they by 4 2-3pecntadhexessofprti,e be wholly monopolized for that purpose. The poîîcy maintece and theaepenhv ee o operatioo! carrying on the system at cost for the benefit o! b manteanc5 eret Thd manage ehae bIn thedcedo9 consumers will prevent the accumulation o! surplus byrnal 5s duer enat. Tohe rdecase la th e os ohl earnîngs on a large scale. If they should be so ac- currncia emisin due ln part to the reuto !pibe cumulated It means the maintenance o! profit yield- tProveeinc Comiasnamnd laprt the imset e-ing rates Instead o! rates based on cost. Therefore, provdegirn manage meno the Jodfcoro 92'eseat g95er-d if the funde requlred for these addltional necessary cea., manager thet oafaro 191 2 beia 70.4 perîet.'atlnvestments are neither contributed by creditors nor cent., whle that !191 dsrbto 70. perd cent thleby surpluses, tbey must be provlded by way o! ad- t ata h better distriutIon o ! thlea oad, aadin t91t diiona woldngcapial.led to, an actual consumption o! 70.4 k.w.h. units outy' The amount required as at 31st December last o! each 100 unite bought and pald for, as againet at y w y of w or ing apit l i as ollo s .- con sum ption o! only 59.2 k.w .h. unîts la 1912 out o!Stores investment....................231,511.51 each 100 units then bought and paid for. The re-SAccounts receivable ................... 351,748.12 duction of nearly 5% per cent, la the ratio o! oper-e Prepaid charges ....................... 3,582.31 atlng expenses le due to the growth o!business andSinking fund obligations carried !orward. . 94,617.20 to the efficient management o! Mr. Couzens. These
_ _ gaine are the more pleasing by reason o! the costiy*681,459.14 circumetances mentloned In the first paragraphLese depreciation reserves accumulated .. 246,647.77 hereof.
- ~There bas been an Increase, la the ratio o! Interest$434,811.37 to incarne of 4.39%, aad la the ratio o! depreclationIt is not llkely that the fuade invested ln stores to, ricome o! 4.87%. The Interest Increase le dueon hand and represented by accounts receivable wiîî to the heavy addltlonal. burden laid upon the enter-ever be placed permanently at a lower level than Prise by being charged with the lose o! *933,068.06that at whlch theY stood at the 3lst December last. «arising out o! the sale o! the debentures, for wbich,*on the cantrary, It le most probable that, with a con- o! course, no value has been received. The Increase*tinuation o! the growtb o! the System, the amaunts in the depreclation ratio le due to the heavier neces-Invested la stores and outstaading la respect o! ac- sary provision made therefor, under the appraîsal o!counts receivable will reach, from time to, time, still the wearing lfetime a! the plant referred to above.higher levele. The amount temporarily required to ENLARGEMENT 0F THE SYSTEM:*make good sinking !und obligations will, o! course, Tegot fteCtt hc teto abe recovered from future Income, upon whIch It le a Thew grotb yerotesty to whdiichtention wacharge. The foregoing figures make it qulte clear dhrw lat ea cont20ines la undlmis -hted degrehethat, at the present stage o! development, workîng heroer c now m 52 amls o! istet0 les by thecapital over and above the amfount provlded for con-te Hrof tetrîceSysteof ase agane 20ies atthge-struction capital should be furnlshed ta the minimum tmeoth cpio o!he ntpre.Eareextent o! bal! a million dollars, but havlng Ia view mente o! the system ta, overtake the obligations arts-the expansion o! the System, and the necessIty for Ing out o! the city's growth will ibe necessary !romkeeping a portion o! the depreclation reserves al- time to tîme. The Interruptions o! service durlngways avaiable for the true purposes o! the !und, the past year on the linos o! the Provincial Hydro-arrangements ought ta be made for placlng at the Electrie Commission tbrough Insulator troubles havedisposai o! the Commission worklng capital, to be established the ncesslty o! providlng an auxîîiaryavalled of as requlred, to, the extent o! an even mil- ste-am. reserve plant that wll take care o! the loadlion dollars. The amount requIred could either bie duning temporary breakdowns. At a joint confer-ralsed by the Corporation direct or by the Commis- enco beld by the Provincial Commission and yoursioners on the credit o! the Corporation. Speclal CommIssioners durlng the year, a formai decisionpowers would probably be required to cover either was taken to Instal, as soon as possible, the neces-method. The better method would be that o! auth- sary Steam Reserve Plant. The estimated capitalorlzIng, the CommissIoners ta, borrow on the credit cost thereof Is approxImately $1,000,000. The carry.o! the City, as la that event they would only em- ing and the Operatlng charges thereo! wlî add sub.play the funds as to the amounit and for the periods stantially to the annual charges of the system, butrequired, thereby savlng unnecessary interest this extra cost mnuet be regarded as a relatlvelv chpapcharges. Pendlng the grant o! the necessary work- Insurance against the heavy penalties that otherwiselng capital, or la the alternative the accumulation o! wouîd have ta be borne by the power and lizht Con-surpluses ta the required amount, It le O! course ob- sumers on account o! seirvice Interruptions from timevious that the current debt to the Corporation a! ta tnie, proceedîng from uncontrollable causes.the City o! Toronto la respect o! Inteireet and sInk.

log funde anouuiting ta the sum o! *563,337.21 can- REDTJCTION 0F RATS
not be fully discharged. The Importance, therefore, In the last Annual Report your Commissioners ex-o! maklng early arrangements la this Inatter le self- pressed the opinion that with a continuation of satisevident. actory surpluses a reduction o! rates mlght posslblyevidet. be effected durlng the year 1914. During the Interval,PROGRESS DUJRING 1913: however, three conditions have arisen not then con-Very satls!actory progrees bas been made durIng templated, which Combine ta defer for the tîme belngthe year 1913, bath la respect o! the services rend- any posetble reduction of rates. In the firet place,erdtepublic and la respect o! the Internai ad- the InterruDtions o! service on the Provincial HlydroAinoun o! linos, whIch have snce occurred, have, as alreadyAinountstated, establIshed the necessity o! providlng a SteamDebenture Reserve Plant, the beavy annual charges o! whlcbP.C. o! Discount and P.C O! Issues wlll canstitute an addltlonal burden on the System,FPace Expenses on Face Author- jlot then contemplated or allowed for. In tbe secondValue. Debentuiies. Value. lzed. plc, It was flot anticlpated at that timie tbat the81.46%Y $509,875 45 18.54% $2,750,000 100% enterprise would be loaded witb the heavy addi.825% 383,225 Il 17.42% 2,200,000 :LOO% t'ional burden sinee laid upon It by reason o! the-25- low prices at wbich tbe 'Corporation o! the City a!81.96% $893,100 56 18&04% *4, 9 50,000 100% Toronto found It necessary ta soul the debenturer........ ..... . .... ... authorlzed by the first two iby-laws. The discount......

and expenses o! these two debonture Issues amount,} 9162%............................as set forth la -the second paragraph hereof, ta the39,967 50 ~........... ... sum o! $893,100.58, or 18.04% o! the face value o!18,69770000 50 83% .... . the Issues, while the total fiotation cost o! the three_______ _____ ____Issues amiOunts to $951,765.56, or 16.8,5% o! the face
.15%. *91,6 56 1.5- 56000 10 value tbereoftbat Is a llttle over 20% of the8 3.15 951,65 6 1-85% $5,50,00 100% amount o! the net praceeds. That le to eay, thateach hundred dollars o! cash lnvested la plant -basministrative and operating efficlency. The !ollow- cost by reason o! these beavy expenses a little avering table shows the growtb la the services rendered $120.00. The addItional annual burden laid thereby

-thepublc:-upon the enterp rîse untIl th e maturity a! the deben-Particular$. At Slst Dec., 1912. At Slst Dec., 1913. Increase.Motore in Use......................13,858 
24,9991,4-SStreet lanterne la use........................... 33,824 38,944 14-89

December, 1912. Decembor, 1913.Peak laad H.P ....................... 17,198 .22,520 5,322-31%


