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THE INDISPENSABLE SERVANTS 0F OUR COMMUNITY LIFE.
A. J.-NESBITT

(Nesbitt, Thompeon & Co., Investment Bankers.)_

The Public. UtIities-electric light, power, street rail-
way, gas ,and telephone-are absolute necessîties !ný our
every day life, and are also materially assisting ln the
grewtli and prosperity of our cities aad towns.

Canada là farther advanced iu the development of Pub-
lic UtIlities than any other country, and especially of her,
water powers, of which tbere le an abundance. In 1910
there was only slightly over .1,000,000 ýh.p. developed, whlle
in 1919, there was over 2,000,000 hydro-electrlc power
developed, and ln operation. ,This 100 per cent increase
(the largest part ofwhich was ln the Province cf Quebec)
resulted ln Increased Industrial expansion and activity,
with consequent prosperity to, the .country, and saving
the importation -of millions of tons of coal.

In view cf these facts it can readlly be realized that
conditions which would tend te reduce the efficiency,'
prevent the services rendered,. and expansion of these
utilities must be remedied, otherwise the resulte would bc
disastrous for the communities served as well asfor the
companies.

Up to the year 1915 ,Public Utility Companles alI over
Canada and the United States had been operating under
very satisfactory 'and profitable conditions.

The securities of snch companies, more particularly
those whlch were g'enerating their electric energy f rom
water powers, were regarded with great favor by bankers,
trust and insurance cômpanies and investors generalyî
as the companies were protected by long term franchises
at fixed fares, rates, etc., and as a consequence were con'-
sidered the safeat and most stable f orm cf Investmcflt.
ln fact selling on the same yield basis as the best muni-
cipal bonds.

Since 1915, however, these long terra franchises at
flxed rates, fares, etc., which were se well rgarded have
beceme a burden 'to, the companies for the rfollowing rea-
sons:

Ail materials, and equlpment enterlng into their eper-
ation advaced in price due te war conditions, labor aIso
became scarce and require dlncreased remuneraticn, thus
heavily increasing the operating expenses, while the rate§
and fares for services rendered, remained stationary, re-
multlng lu decreased net earnings, and depreciaticu ia the
market value cf such secnrlties.

Reallzing that the services rendered by Public UtflItY
Companies are net only essential te the welfare and growth
cf the cemmunities served, but are absolute necessities.
the varieus Provincial Goveraments of Canada (and
State Governinents of the U.S.) appclnted Public tltllity
Commissions wlth power te inveBtigate and relate the
conditions under whlcli thee conmpanies were operatiiig.
This bas been very baeieficial to~ the publie and the <cm-
panies as well.

These commlsslonà have made a carefixi study and In-
vestigation of the conditions arising within th~e districts
under thfir juriedltonI, and lu every litance have been
fair and reasoiable. Viewlu¶the situation frein a bree.d
otandpoint they~ reaized tha If the conipanies were to
render efficient and satisfactol!y service they muet re-
ceive fair and adequate compensation, aud unless this, was
forthcoming the public -mnuet suffer, due to the lnability
of the cempanies to maloe the necessary extensions, etc.,
to keep pace wlth the growth of the commnuniies served.
With this lu vlew and in eider te arrive at a proper
basis as to tares, rates, etc., lu mnuy cases the commis-
sions mnade exhaustive valuations of the properties, aud
authorized sucbh lucreases as would enable thxe companles

to ar afai ad deqat rturn onthe caial luvest-
ment. Many oft he judgment rendere by~ te various
commissions b.lng vr sound and reasonable

The majorlty of our aada ~ côipanies hiave been
ernpf nraes durinir the past ya or two. Themeat

the business is one that constantly requlres additional
capital. In xny judgment 8 per cent is the proper rate to
fix after maintenance renewals and depreciation."

These favorable, judgments and awards, as aise the
fact'thýat labor and material costs have undoubtedly reach-
ed the top,. and in niany cases are on the decline, is belp-
ingto.re-establisil the confidence of investors, in this class
of security.

.After a careful suirvey of the Pub lic Utility situation we.
belle.ve that the securities of.well established public utlllty

cmalssupplying light, power and sfreet rallway ser-
vice,ý and generating their electric energy from water Dow-
ers, are exceptionally attractive at present prices, and
any change must be an apperciation in value.

'The folloiving comparisons of the earnings of over 100
Canadian and American public utility companies wIll show
thé Imnprovement whlch la *taking place.«

Gross Revenue.
July, 1920.'
$48,911,305

Increase $11,033,701, or 29

Gross Revenue.
July 31st, 1920.

12 mos,. te
$467,797,484

lucrfase $121,4g8,752, or 35

Net Revenue.

$3,862,72, or 26

:Net' Revenue.

July, 1920.
$18,326,121

Increase 1

$37,877,604
per cent.

July Siet, 1919.
12 mos. te
$346,368,732

per cent.

July, 1919.
$14,463,149

er cent.

12 mes. te 12 mace. te
July Slst, 1920. July 318t, 1919.

$200,384,582 $163,584,057
Increase e36,80(1,425, or .2e per cent

It le net generally, appreçiated, but le nevertheless a
tact, tlhat the.electrie street railway ls the meet eeonomical
and efficient means 'of sho!rt haul transportation that en-
giiieeriig science bas yet devlsed, notwithstandIng the'ad-
vent of the meter bus.

The followlng statement by the Generai Manager cf
the F'lfth Avenue Motor Bus Co. of New York la very
interesting and important:

"There are those whe believe that the trolley car pro-
pelled by a gasollue power unit may supersede the pre-
sent equipment. In my opinion this theory will net bear
close analysîs, for the greatest asset the trolley car bas
le cheap power, and If you take this away the structure
falls te plece8."

"No klnd of bus deslgned up te the present le capable
o! properly handllng peak loads. Un my opinion the th.ery
that the car systemas in any of the larger cities can be-
supplanted by any standard six, of bus now obtainable la
absurd and net worth any serlous conslderation. The bus
le net more econoxulcai than the trolley car on the basîs
of cost per paseenger carried, whlcb te the only reai baste."

Uft sbeuld be borne lu mind that the financial suc-
cese cf the F'ifth Avenue Coach Company ls largely due te
the 10 cent fare. On a 8-cent tare ts developmnent wouid
have been absolutely out of the question."

The Pûbllc Utllty Complanies are absolute necesities
sud can be termed correctly,-"The Indispensable Servants
of our Cenuuunity Life," and belng so necessary lu oui
every day Ilie proved that the securitles of the Publie
Utîlities are founded on a stable business situation which
le the fundamental require;meut 0f a censervative lnveat-
ment.

To suin ip the Public Utility situatin:-

The Standing of the Publie UtIllty Companleà a Voar Age.
1. Operatlug cost, inaterial aud laber had advanced en-

ormously and were st1ill advanclng.
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