the Ottawa.

ggm -

use that scenery would per-
t-hﬂ Falls, Mr. Roebuck sald,
afford
horsepower at Niagara. The harness-
ing of the St. Lawrence would pro-
vide another million; a large amouni

EE

Application to Ferguson.

Sir Adam had said thal the con-
struction of auxiliary steam plants was
the only alternative apparently fur-
nishing an immediate and sure way of
meet.inc the crisis impending in 1924
He had made application for authority
to construct a steam plant and ad-
dressed it to Hon. G. Howard Fergu-
son.

“It is quite clear,” said Mr. Roebuck,
“that Sir Adam’s policy was to defer
any great Hydro development or pur-
chase until a firm demand had grown

under the (flexible cover of steam
plants.”
Mr. Gaby had been in favor of

steam plants. It had been the con-
sidered policy of both men and their
advisers. In 1934 the accumulative
deficit representing the cost difference
between the steam plant policy (drop-
ped) and the purchases in the easl
(adopted) amounted to $21,075,841.

Back to 1925. “On the 12th of
September, 1925, Messrs, Magrath and
Maguire joined the Commission,” said
the Attorney-General. “Hydro pa.s.sed
into complete polnical control.” He
repeated the phrase “political control”

Chief Engineer Gaby was sull ad-
vocating stcam.

Picture Changes.
“The requested authority,” M

ture changed.” Detail by detall the
Attorney-General sketched the nego-
tlations and purchase of Gatineau

power.

“On the 25th of Octcber, 1935, we

find Mr. C. Gordon Gale, representing |

certain C.P.R. and other interesis,
wiring Mr. Magrath as follows:

“ Pollowing sur conversation of las’
Priday, I discussed the matler with
other interested parties, We are in

t and wish to go into the
whole question with you at your cone
venience.’

“On Nov. 20, 1925, J. W. McCon-
nell, a well-<known Montreal f{inancier

wrote Chairman Magrath stating that |
he had told Graustein of the Inter-'

nsﬁmul Paper Company of New York |

that Magrath was ready to discuss
with him immediately, terms (o cover |
the mhueor 100,000 hp to 300.000
np.”

Mr. Magrath a monith later h.ld;

written to Mr. Graustein suggesting

that if he must pay $3,000,000 for the |

CP.R. rescrvoir, “I fear you will be |
unable to make us a sal Macmr} offer, |
As you know,"” the letter read, “we can
take care of ourselves for a few years
through the introduction of sieam
plants al figures less than we discuss-
ed when in New York.”

The Attorney-General back-tracked

six years to trace the growing sums
assoclated with Gatineau:

Cost of Gatineau.

“To properly understand what took
place we must now relrace our steps
to 1919, when the two powers, Farmers
and Chelsea, were owned by Messrs.
Gilmour & Hughson Limited of Ot-
tawa, lumber operators. These powers
were carried on the books at $18.-
915.03, and were sold, along with all
other assets, for no apparent increase
over that amount. They passed to the
Canadian International Paper Com-
pany, the company of which Mr.
Killam, dominating factor in th2 Mall
and Empire, was President. The In-
ternational Paper Company then ac-
quired certain lands and rights neces-
sary to the development of the powers
at $39,596.

“In other words, in 1919 the value

of the powers themselves, togsther
the cost of the lands and rights.
or

for their use, was the sum

m ltum
a total of $58511.93.

these
596,

[led further develop-
on the Niagara, the S: Law-

t Lake Superior head waler

1,000,000 additional

r. Roe=
buck noted. “was not given. The pic- |

Garaulic
. Queenston-Fcrebay

Masch |

“We now turn to the value of

Paugan. Bebween the years 1917 and
1926. the Hull Eleciric Company ac-
quired the Paugan power for $409.-
77934, The Hull Eleciric Company
was a completely owned subsidiary of

the C.P.R.

“The CP.R. thus acquired tae
Paugan power for $400,000.

“In the light of these figures th2
letter of Dec. 15, 1925, of Magmm to
. Gordon Gale, Vice-President and
Gienera]l Manager of the Hull Electric
Company is interesting:

“ “Today I was told that your com-
pany ‘s asking $3,000,000 for its
Paugan power site’

“On Dec. 21, 1925, Mr. Graustein
srote Magrath that Beatty of the
CPR was ‘standing pat on his 83,-
000,000 price.’

“As a matter of fact, when Grau-
Jteln of the Internaticnal Paper Com-

ny actually came to make his bar-
gain he found Mr. Beatty slanding
pat, as the purchase price was actually
54.000,000.

“But what is 84,000,000 among
(rlends? The next turn of the wheel
< the sale of the three properties by
Mr. Graustein as President of the
International Paper Company to Mr.
Graustein as President of the Gall-
neau Power Company.

Purchase Price.

*“This is where real f{inancing is 1o
be sa¢n., The purchase price by Gali-
neau was $41.776,818.

“We're paying the price!
payvers of Ontario are expected 10

pa? the price!
“This is how it was paid:
TR e LR i PSR R $17,001,818
Preferred stock of Gati-
neau Company ........ 25,000,000
Common stock of Gatl-
neauy Company ........ 2,000,000
B A b e b $44. 001,818

“Included in this price was $2,225,-
000 for a power site which does noi
enter into this picture. This leaves
a net purchase price for the three
pvowers of $41,776.818.

“Pizzaro’s Spanish {reebooters,”
the Attorney-General exclaimed,
“found nothing so fabulous gs this
in the temples of the Incas.”

The House rang with applause.

“To put it in another way: The
English buccaneers who singed the
beard of the Spanish King never
brought home a prize which equalled
the splendor cf the gift which
Magrath, Maguire and Gaby — and
the rest I won't name-—presented to
the financiers of St. James Street.”

There was loud applause.
Warnings.

On Feb. 22, 1926, the Atltorney-
General pointed out, E T, Brandon,
Chief Electrical Engineer, had sub-
mitted a report showing estimates of
comparative costs betwecn Hydoo
schemes and steam power. IiL  had
siicwn 816,000,000 capital cosis for the
transmission ¢f Gatineau powear, in-
ciuding step-up and step-down; and
a loss by leakage while in transit of
‘ﬂ.m mer-

On March 9, T. H. Hogg, Chief Hy-
Engineer, presented the
storage scheme,

| large blocks of export power.

The tax-'

“This bill prohibits the exportation |

of Quebec power outside of Canada.

The Ontario Commission is selling
Never-
theless, the Commission had nothing
on record of the title documents of
the Gatineau Power Company, nor was
there any legal! cpinion asked or cbh-

tained, so far as thz records disclose,
'as to whether the continued export of

power by the Commission subsequent
to delivery by Gatineau would consti-
tute a breach of Qucbec law.” i

The Conclusion.

The Attornev~General rcached “the
consummadtion of the deal.”
“In the face of such a situation, on

| March 29, 1926, Magrath sent a pri-
fl vate wire to Graustein confirming a
 telephone conversation of that date.

and stating that, subject to price and
terms being satisfactory, they were

willing to take from Ottawa district

- fuli load for one transmission line, say,

350,000 h.p., distributed as follows:
Say, 140,000 h.p. from Chelsza, 110,000
h.p. from Paugan, and at least 100,000
h.p. from Chats Falls, They wuuld
reouire the supply to be available com-
mencing in the summer or autumn of
1928, and extending for forty vears.

“On the first of April, 1926, Grau-
stein sent feor acceptance that day ci
an offer of 230,000 h.p. to 260,000 h.pn.
delievered interprovincial boundary at
315 per h.p.: also 20,000 h.p., 60-cycle,
delivered interprovincial boundary near
Ottawa, $16 per h.p.

“This offer of from 230,000 h.p. t»
260,000 h.p. was accepted by the
Chairman on the same day, subject ts
the working out of details.”

The House buzzed a moment as the
date was noted.

“April Fool Joke.”

The Attorney-General resumed.

“Was ever a greater or more disas-
irous April Focl's joke played on a
long-suffering public in the Dominion
of Canada?”

There had been protest. he noted.

“On April 3. 1926, Mr. Brandon for-
warded a memorandum to Mr. Gaby,
pointing ocut thai on the assumpticn
that the price ty be paid for horse-
power at the Ontario-Quebee bound-
ary was $15, and that money was |
worth 4 1-2 per cent.. the then present |
value of all payments to be made over
a thirty-year period was $60.000,000.” |

No report was obtained from the
' Bngineering Committesz of the Hydro|
| system as to the advisability of enter-
, ing intd> such a contract.

't  “What did they care for a commit- |
tee of engineers?” Mr. Roebuck ashed
“It was finance, not horsepower.”

Nevertheless a warning was sounded
| by Mr. Don Carlos, the Operating En- |
gincnr Mr. Carlos advised that such |
an increase in power wouid be more |
| than  then required. It might be|
chaapest to provide spare capacity by
buying pcak power—by compensating !
large power users to shut down and,
| reiease power during p2ak hour:.

No Order-in-Council.

Notwithstanding the fact thatl the |
Gatineau contract had not been before |
the Commission, and that no Order-
in-Council had been passed, as re-.
quired by the Power Commission Act,
the Attorney-General explained, Pre-
 mier Ferguson c¢n April 14, 1926,
issued a statement that, ‘“‘upon the
| recommendation of the Commission,

$1891593 and

An estimated capital expenditure of

13110&0000 would provide a 170,000-

Liorsepower increase in the generating
stations at Niagara Falls.

“Mr, Hogg suggested a study of

' the comparative costs of this and

other schemes for taking care of the

prospective growth in the peak de-
mand, but no such studies appear to
have been made.”

Apparently, he said, the scheme was

aiready set.

“That the scenes were set for the
Gatineau purchase would seem to be
indicated by the fact that on the 24th

' of March, 1926, the Legislature of the |
Province of Quebec passed a statute,

16, George V., Chapter 26, ‘Respecting

the nporta.tion of Hydro-Electric
Yower,’

‘ {the Government is pleased to author-
iize the completion of an agreement

' for the delivery of 230,000 to 260,000
' horsepower of hydro-electric €nergy
' to the Commibsiﬂn a. the interprovin-
ic:ial boundary.”
' “Then,” said Mr. Roebuck, "listen
{0 what Premier Ferguson is reported
' to have said in a statement to the
press! Just listen to this: _
“It will be a matter of gre.t salis-

| faction to the pecple of the Province,

as it is to the Government, that the
Hydro-Electric Power Commission oI
Ontario have succceded in securing @
very substantial block cf power 10
augment our present supply and take
care of our power requirements for the
next five or six years. This is a mos?
important achievement, and the Com-
mission is certainly to be congratulated
on the success of its efforts.’




