
THE KMON-ETARY TIMES

ACCOUNTING 0F PUBLIC UTILITIES

Public Commissions and T heir Power's-Independent
Supervision of Accounts

No matter, whether publicly or privately oxNned or
operated, those indispensable adjuncts to modern industrial,
commercial and domestic Ille are "public utilîties,> and
generally speaking, subject to the samie control, and regula-
tion. Laws providing such control and regulation and es-
tablishîng public utilîty commissions to apply ihe samne, are
being gradkually extended throughout the United States. In
Canada, the idea has taken root and will grow. To select
for control and regulation ithis class of privaie corporation
as distinguished from other mercantile institutions is quite
logical when it is considered that a public franchise usually
,granted for a long terni, perhaps in p-erpetuity, and almost
inva.riably gratis or on favorable termas, is the founidation on
which thse undertaking restS. Such a franchise may mean
the right to use the most valuable thoroughfares of a large
city for tramway purposes, thse right ýto dig up streets. and
instaîl conduits, and pipes, or to, encumber highways with
lines of potes and wires for purposes of communication, or
for the conveyng and distribution of a dangecrous force. It
has been said that such a franchise is but a part of the power
or privilege of sovereignty allottedl to a private person for
the benefit of ail, and only incidentally givenx for private
emoltiments, stated Judge Robson, public utility commis-
sioner in an adçlress before the Dominion Chartered Account-
ants' Association at Winnipeg. This delegation of sover-
eignty is even more conspicuous when the right of expro-
priation of private property is given as to many utilities,
and always to through railroads is indispensable. Sucli is
the unquestionable justification of the control and régulation
of franchise corporations.
durlsdlotlon of the Commiston.

And when questions are put, why should any private cor-
poration bie required to render accounits to a public authority?
Why should the private corporation be required to follow a
system prescribed by such authority? thse palpable answer is
that thse sovereign People are entitled to demand that it shall
be disclosed 10 ýauthority, established for the purpose, what
benefits are resulting trom thse. delegation of the public
franchise to private interests.

Ini advanced jurisdictions public utility corporations are
subjected to a special tribunal-namnely, the commission
whose >urisdiction enables il to control. rates, to exact extend-
ed or improved service and to décide questions on ail mat-
ters arising between the utility and a municipatity or private
citizen, and of equal or paramounit importance to impose a
systern of accountîng and periodical report of financial re-
sults.

For practical purposes there are a variety of reasons for
such accounting. Many.,of the provisions of ýpublic utility
acts are passed in the interests of sharehokiers, bondholders
and înortgagees, in whose interest it is that there shall be
supervision of accounts, and particulsrly that there be a
due regard to depreciation, and by providing for deprecia-
tion funds or reserves ensure that capital is not impaired to
make up dividends. The prominent instance of reference to
such accounts is in rate questions to see if presenit traffic
and thse resulting revenues are such that reduction of rates
may bie ordered and still leave a f air return on the investment.
The right to increase rates will conversely depend on tise
accounts showing that prescrnt traffie and rates do not pro-
duce such f air return, Improvements of service and exten-
sions of plant and distribution equipmaent are frequently de-
manded. Here thse financial capacity of thse utilifty is a con-
sideration and an inquiry thereupon is an essential proceed-
îng.
8allsnt purposes 0f Asoowtni.

Properly-kept 'accounts duly reported to a coinmissinia
anSWer the question at once. In highly profitable franchiser~
where rate reduction for romte reason may not bie possible,
as in the case of flxed rates of street car fare, there is the
alternative course frequently even more satisfactory, of re-
quiring extended or improved service. AU this is done in a
spirit of thse utmost fairness to, thse corporation. Proper ac-
counting by such utilities is necessary in their own interests.
Without a reliable system by which at any moment they can
exhibit their financial burdens and gains they cannot meet
attacks that may be made with only apparent justification.
"'One of the chief benefits to bie derived fromn the standardiz-
ing of accounts is the possibilitv of comparing conditions
in different places." Incidentally may be mentioned the
power of a commission to require at any time an independent
valuaition or appraisal of a utilitY plant. Thtis valuation Pro-
vision is necessary in settling rate probleins, the actual
value of the plant and eQuipmeflt, with cost of Operation,
being thse true basis of rates., The valuation and accounting
provisions. are indlispenisable towairds the supervision by the

commission of the issue by a utîliiy of new stocks anid 1
for which the consent of the commission is required.
in a few words are thse salient purposes of accouniting-,
case of private franchise corporations.
SeIf-SuPportlng Utilities are Desirable.

What about the lîke accounting by publicly-ownecc
lities, by which are meant municipal undertakîýngs ?
thse necessity for public accounting exist? It does, for
of the reasons mentioned, but also for others. It is nece
to consider for a moment thse special nature of suclie
prises. TIse end to be gained by tIse pledging of the 1
credit for the installation of public utility plants i.s ni
ways the samne. Water service now naturally f ails ini
country to municipal authorities. That cannot yet bc
regarding electric or «as plants, teléphones, telegr
raîlways or tramways. There are increasing instanc
publicly owned antI operated electric and gas plants,
phones and street railways. These may bie instituted
different motives. It may be that the field is new anc
vate enterprise not at hand, or that reduced price of si
is sought to bie secured by means of public competitio
that existinig private undertakings do not cover the field
public action is imperative or is thought to be. bene6ic
the ýcommunity.

It seems to bc the intention in this country that
publicly-owned plants shaîl not be expected to do mu
anything in the way of making profits. This is so thi
consumer may get service at cost. But equally well foi
is the determination that such plants shaîl, when well-.g
be made to pay their way and cast no burden on genera
ation. Both private and public utility enterprises have
early periods of operatîng loss, whîle attachin>g bus
Consideration must be given to this. In some mun
cases this loss may continue till the community increaE
population, in which increase thse very existence of thse1
service in tIse community may bie a factor. But allowin
ail this thse desired financial end is that the utility shý
self -supporting.

Independeflt SuPrvition of Accountlng.
A municipal plant mips at a loss means that taxp

who do not use it, thouwh they may remotely benefit
tIse fact that thse plant isthere, are paying for the si
provided to their neighbor and not to them. In public j
tilere are no shareholders to be concerrned. Bondhc
have thse whole assessable property to f ail back oni ai
may not feel much interested in the finances of the1
Questions of rate reductions are not likely to arise. Sc
the reasons for requiring accounting in public plants ar
identîcal with those in private ontes. Yet it is ail impc
that there bie independent supervision of the accountil
publîcly-owned utilities and the enforcement of adhe
to proper prîncïples, and that this bie likewise mnad
means of acquainting thse taxpayers with what is beinRg
with their money, and with thse funds raised on thse sei
of theïr property, ami whether the administration is sug
fui, and thse financial result of the undertaking satisfa,
Every taxpayer is under a guarantee limited by thse val
thse property hie owns, for the debts of the municipal ui
He is entitled to kno%. reliably the extent to which
guarantee is, by reason of deficits, convemted into dire(
bility, and to know what the taxpayers in thse mnunici
are paying for thse privilege of having the utiliîy. In
cipal cases depreciation reserves are of the highest in
ance, èlse the preserit may be consuming thse plant a
expense of thse future. In cases where there is compe
between a public plant and a private one, it is but jus,
thse samne rules of accounting should apply to both.

ATLAS GLAS$ WORKS IN LIQUIDATION

An order for the windîn.e-up of the Atlas Glass,,
Limited, bas been grarîted ami thse Quebec Savings and
Company appointed provisional liquidators. TIse con
bas an indebtedness Of $146,o00 over its bondedl ir
edness.

Thse company was capitalized at $î, 5oo,ooo (7,5oo s
of $ioo each and $750,o00 bonds>. 0f the $750,000 1
authorized, $3 50,000 were issued at 6 per cent. Thse 1
issued are secured by a first and specific mnortgage oi
company's meal and immovable property, plant and masl
and a floating charge on ail other assets; ?400,o0o we:
tained in thse treasury and could onlv hbave been issu,~
75 per cent. of the cost of additional property acquir
extensions mnade to plant. The companty's property' co
of about 700,000 square feet of land situate.d in the to,
St. Pierre, formerly B3lue Bonnets, Quebec province.

A branch of thse Bank of Brîtirh North Arneric
been opened at î5o-Mile House. B.C., urider thse hr
Mr. A. de C. Smnith as acting manager.


