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INTRODUCTION

Electricity has played an important role in the economic and social development
of Ontario cities, and Port Arthur and Fort William located at the head of the Great
Lakes are no exception to this rule. Industrial development depended on an adequate
electric power supply, especially for the pulp and paper industry, the industrial mainstay
at the Lakehead. Safety in the city streets and a high quality of life for the citizens were
also provided by electric lighting and numerous electric appliances. There are few
households or businesses today that do not have access to electrical power; in this way,
it has touched each of our lives. This paper examines the history of the prime provider
of electric power at the Lakehead, Thunder Bay Hydro and its predecessors. For one
hundred and ten years this area has been served by the hydro electric Commissions of the
two cities. For the first four decades of their existence, roughly 1910 until the end of the
Great Depression, the Port Arthur Public Utilities Commission and the Fort William
Hydro-Electric Commission were influenced greatly by the inter-city rivalry. The two
cites are geographically isolated from other cities but in close proximity to each other
and this set the stage for their rivalry. They competed for such things as industries and
electric power. After the Great Depression began, however this rivalry subsided, where
electric power matters were concerned.

The history of electricity at the Lakehead can be divided into six eras. Each era
is studied in a chapter in this thesis. The first era began about 1889, when the first lights
flickered in Caleb Shera’s store, and ran until 1906 when the Kaministiquia Power

installation was built at Kakebeka Falls to supply 35,000 hp to the area. During this
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time, the cities had many options from which to obtain their power supply. There were

~.

private firms such as the Port Arthur Water, Light and Power Company, the Current

River Power Company, and the Arthur Power Company, all vying for rights to generate
power on the Current River. There was also a public power development on that river
from 1891. In Fort William there were numerous groups vying for water rights on
Kakebeka Falls and a publicly-built plant existed in the city from 1898. Each city took
a different route to obtain a power supply, as Port Arthur fought private interests and got
water power rights for the municipality whereas Fort William was content to allow
private interests to develop Kakebeka Falls. The main reason was the cost of developing
power at Kakebeka Falls, which was very high and would have bankrupted the
municipality, compared to the cost of the municipal development of 700 hp on the
Current River which the city of Port Arthur could afford.

The second chapter examines the years 1906-1917. It was in this era that the two
municipalities joined Ontario Hydro, each for its own reasons. Port Arthur needed a
secure power supply since the Current River potential was inadequate and the city did not
trust private interests. Port Arthur joined Ontario Hydro to safeguard its interests on Dog
Lake and the Current River from the Ontario-Michigan Power Company and the
Kaministiquia Power Company. In Fort William, dissatisfaction with the rates charged
by Kam Power, which were higher than Ontario Hydro’s, led them to join Ontario Hydro
in 1917. The city did not join Ontario Hydro for all of their power needs until almost

a decade later since the city had a ten-year agreement with Kam Power which did not
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expire until 1926.

The third era, 1917-30, was one of difficult growth for the utilities. Ontario
Hydro built a generating station on the Nipigon River which provided the
first large-scale generation in the area built by public funds. This provided a secure
power supply for the cities and attracted industrial growth to the Lakehead as pulp and
paper mills were established in the area. Fort William remained hostile toward the
provincial utility since they felt that Ontario Hydro favoured Port Arthur over their
interests, while the people of Port Arthur were far more conciliatory in their attitude
toward the provincial Commission. The two cities struggled with one another to attract
pulp and paper mills by using abundant power supply and low rates as bait for the
companies.

The fourth era was that of the Great Depression, when the most important
challenge for the local utilities was their relationship with pulp and paper interests. In
an attempt to keep the mills operating, Ontario Hydro granted a rate reduction to the
mills which the local utilities had to absorb. The wholesale power rate from Nipigon did
not drop since the cost of providing power by the provincial Commission did not decline.
The two cities, especially Port Arthur, struggled to cover the rate reductions but failed
to do so. Finally, by 1942, they turned over the pulp and paper load to Ontario Hydro
as "system customers". The largest customer for the city became the domestic load of
residential customers.

In 1949, early in the fifth era, 1945-1969, Ontario Hydro and the Fort William
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Hydro-Electric Commission purchased the Kaministiquia Power installation. The entire
area was subsequently serviced by publicly-owned power. Ontario Hydro, as well as the
local Commissions, expanded greatly in this era by adding generating stations, power
lines, and substations, to the system. It was a time of remarkable material growth for the
hydro-electric industry of this area.

The two cities amalgamated in 1970 which meant the merger of the Port

Arthur Public Utilities Commission and the Fort William Hydro-Electric Commission as
Thunder Bay Hydro was born. The demand for power grew at a rapid pace in this era
as the power load doubled between 1970 and 1980. Thunder Bay Hydro has struggled
to keep its rates as low as possible while Ontario Hydro’s wholesale rates have steadily
increased in this time. There are indications that the local utilities are having some
success as their retail rate dropped for the first time in twenty years, while Ontario Hydro
did not increase its rates in 1994.

Most of the information for this thesis came from one of four archives. First, the
bulk of the sources used were the extensive operating records from the Port Arthur Public
Utilities Commission. There were over 100 boxes of documents which spanned both the
early era of electrical development at the Lakehead as well as the period from 1945 to
1970. There were 60 rolls of microfilm which covered the years 1913 until 1945. For
the “City of Fort William the records were far less complete. The files were mixed into
the City Clerk’s files for that city and did not contain the detail found in Port Arthur’s

records which were a separate category. For the post-1970’s era Thunder Bay Hydro was
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the main source consulted. The two main sources were the Minutes of the Hydro
Commission meetings and the Annual Reports. The Ontario Hydro Archives in Toronto
had much information about the relationship between the provincial and the local utilities.
The main collection of documents consulted were the Fort William and Port Arthur files
which were included in the municipal histories collected by the Commission. For the
pre-1900 era the Thunder Bay Museum had the collection of documents on which to base
the first chapter.

Many people have helped me in the completion of this thesis. In the research stage
four archives were used and I was fortunate to meet helpful people at each one. At the
Thunder Bay Archives, Alex Ross, Richard Hargreaves, Jo-Anne Anderson and Maggie
Lesperance recovered numerous files and boxes from the city records. At the Ontario
Hydro Archives, Rea Papperela, Jan Liebars and Trish Wilcox made the trip to Toronto
very rewarding thanks to their co-operation in providing information from that archive.
Tory Tronrud of the Thunder Bay Museum provided valuable information on the early
years of hydro-electric development, and the staff of the Inter-library Loans Office at
Lakehead University procured the Ontario Hydro Annual Reports, which were invaluable
to my research. I would also like to thank Julia Sore at Thunder Bay Hydro for
providing most of the sources for the last chapter. I would also like to also thank my
typists for this project, Alison Lavioe and Alison Dacey, as well as Cathy Chapin for her
preparation of the map, and for their skill and promptness in preparing this manuscript.

I owe a vote of thanks to my readers, Professor V. C. Smith and Dr. H. V. Nelles for
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reading the thesis and making valuable suggestions which improved the work. Most of
all I would like to thank Larry Hebert at Thunder Bay Hydro and my advisor, Dr. A. E.
Epp, for their advice, guidance and inspiration without which this paper could not be
completed. Finally, I would like to express my gratitude to the Hydro-Electric

Commission of Thunder Bay for the financial assistance which made the completion of

this history possible.



CHAPTER ONE
Many Options

By the late nineteenth century access to electrical power was a necessity for the
growing cities and towns of Ontario. The latter half of this century saw many inventions,
innovations and applications of electricity which were used in many industrial processes
as well as for various domestic purposes. Clearly, if a city wanted to compete with other
cities for industry in this period access to electricity was the key. If an area lacked a
power supply, many industries simply would not locate there. This situation was no
different for the towns of Port Arthur and Fort William at the head of the Great Lakes.
Electricity was needed to allow these towns to become modern cities with healthy
economies and high standards of living.

The path these cities took toward electrification was similar in some ways and
quite different in others. Each city originally depended on coal-fired electric steam
generators but both switched over to hydraulic power soon after the turn of the century.
In both cases, this change was probably due in some part to chronic problems with the

coal supply,! as well as advances in hydro-electric technology which occurred around

"Merrill Denison, The Peopie’s Power: A History of Ontario Hydro, (Toronto:
McClelland and Stewart, 1960), p. 8. A coal strike in the United States in 1897 had
a significant impact on the electric industry in Canada as many communities looked
for alternative energy sources. Another strike, this time in 1901, led to the
establishment of the Ontario Hydro-electric Power Commission in order to overcome
these problems of energy supply.
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The two cities differed regarding the ownership of their respective utilities. Port
Arthur’s electrical development began in 1889 under control of a private company, The
Port Arthur Water, Light and Power Company, but the town gained municipal control
of electricity in 1895 when a disastrous fire destroyed the private company’s generating
station. In addition to this purchase, the town of Port Arthur constructed power facilities
on two other occasions, once in 1891 primarily to power the municipal street railway and
again in 1901 when the city built a hydro-electric station on the Current River to replace
the coal-fired plant.3

Fort William originally received power from a municipal steam plant built in

2John Negru, The Electric Century: an lllustrated History of the Electrical Industry
in Canada, 1881-1991 (Toronto: The Canadian Electrical Association, 1991), p.106.

The Pearl Street Station built by Thomas Edison in 1882 to supply power to
Manhattan was the first commercial electric station. In 1895, Niagara Falls was
tapped and power transmittad to Buffalo from the falls. These two developments set
the stage for electric power to be transferred over long distances. This allowed
access to electric power from a central generation facility to remote areas.

3Port Arthur Treasurers Reports, copies of By-laws in 1895, 1896, 1901 and
1906, Thunder Bay City Archives, (Hereafter called TBA).

The Port Arthur debt for electrical projects from 1891 until 1906 was $117,000.
Some of the money spent in 1891 was also required for the street railway but it is
unclear how much was spent on hydro-electric power and how much was spent on
the railway.
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1898.* This project was short-lived since it was closed in 1906 after the Kaministiquia
Power Company, a subsidiary of Ogilvie Flour Mills, took over the town’s power supply.
In this case the potential of Kakebeka Falls, (35,000 hp), created a situation where the
town probably could not raise the capital needed to harness the power from the falls.®
This development was simply too large for the town to finance, so Herbert Holt of
Montreal undertook the project. The private supplier held a monopoly in the city until
1917, when Fort William purchased some power from Ontario Hydro. Then, in 1926,
the city signed a contract to purchase all of its power from Ontario Hydro. From 1926
until 1950, the provincial Commission acted as a middle man by selling Kam Power
generated electricity to the city.

The Port Arthur development on the Current River was for 700 hp at its inception,
only one-fiftieth as large as the capacity of the Kakebeka Falls project. Port Arthur could
afford to finance its own project on the Current River since the outlay of capital was so
much smaller than that required in Fort William. These differences had a huge impact
on the history of electricity at the Lakehead.

Electric lighting came to Port Arthur six years before it was used in Fort William.

“Elizabeth and Gerald Bloomfield with Peter McCaskill, Urban _Growth and Local
Service: The Development of Ontario Municipalities to 1981 (Guelph: University of
Guelph, 1983), p. 66.

5Art Taber, Electricity and Fort William,(Fort William: The Fort William Hydro-
electric Commission, 1967), p. 79. From 1897 until 1906 the town of Fort William
borrowed $58,000 to build its power plant on Sprague Street, while the Kakebeka
Falls Development cost well over $500,000 to build. Given this discrepancy, it is
unlikely that the town could have paid for the larger development.




4

After some preliminary discussions about a possible city-operated power plant, an
electrical engineer named G. E. Dorman came to Port Arthur to demonstrate the
Siemens’ System patents. On June 23, 1888, the first lights shone brightly when Caleb
Shera’s store, "The Right House", was illuminated by incandescent lights powered by a
generator in the Woodside Bothers Foundry.® Although the store was "lit up" for
demonstration purposes only, the advantage of the new technology was not lost on the
citizens of Port Arthur. This event marked the dawn of a new era at the Lakehead. The
actual building of the street lighting system as well as the electric generator was delayed
until 1889. By this time Dorman was gone, off to install a lighting system in Duluth, and
a new developer for electricity, The Port Arthur Water, Light and Power Company was
on the scene. This firm operated a generator built in the Conmee Planing Mill located
on Manitou Street.” The contract between the city and the company was signed on
December 21, 1888 and laid out the conditions under which the firm would operate in
the city. Even in this first contract the town was careful to maintain control of its streets

since any works put on the streets by the company had to be approved by the town

6Joseph D. Winterburn, "The Woodside Generator: Port Arthur’s First Electric Light
System"”, The Thunder Bay Museum Historical Society Papers and Records, 8 1979,
9.

’Ralph B. Chandler, A History of the Port Arthur Public Utilities Commission, Port
Arthur: the Port Arthur Public Utilities Commission, 1967, p. 30. Also see Port Arthur
Treasurer’'s Reports, Copy of By-Law 212, 12 November, 1888, TBA. This By-law
gave the private company the right to immediately establish a waterworks in the
town, and an electric plant a year later.
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engineer or a committee of council before the work commenced.® The first lighting
system built in Port Arthur was "the Hiesler System of Incandescent Lighting."? The
town was a customer for "at least sixty lights for municipal purposes",!® which were
placed mainly in the commercial section of the town under the direction of the Fire,
Water and Light Committee. The rates for domestic and commercial users were set by
this committee with charges based on a flat-rate charge per light on the premises.!
Table 1 shows the monthly rates for commercial and residential lighting in the town in
1888.

The privately-owned franchise could be taken over by the municipality at any time
providing a by-law to that effect had been passed by the ratepayers. The price would be

set through arbitration.'?

8Port Arthur Treasurer’s Reports, Copy of By-law 217 between the town of Port
Arthur and the Port Arthur Water, Light and Power Company, 21 December, 1888,
Article 2, Subsection 1, TBA.

9bid., Subsection 2.
'Olbid., Subsection 6.

""Ibid., Schedule A. The rates declined as the number of lights increased. This
is consistent with the principles of hydro pricing since most rates charged throughout
the history of the utilities were based on declining block pricing where the price per
unit of electricity dropped as the consumption increased.

2|bid., Article 2, Subsections 9-12.



Table 1. --Rates charged for lighting in Port Arthur, 1888.

Commercial Rates
Candle Power
30 40 60

1 Light $2.00 $3.00 $4.00

2 Lights  4.00 6.00 8.00
" 5.70 8.55 10.00
" 7.60 10.00 15.20
" 9.00 13.55 18.05
" 10.00 16.25 21.65
" 12.40 18.90 25.20
" 14.40 21.50 28.80

I bW

Domestic Rates
Candle Power
30 40 60

1 Light $.70 $1.40 $2.00

2 Lights 1.40 2.80 4.00
" 2.00 4.00 5.70
" 2.65 5.30 7.60
" 3.15 6.35 9.00
3.80 7.60 10.85
" 4.20 8.40 12.60
" 4.10 9.60 14.40

OO AW

One of the most interesting aspects of this company was the prominent Port Arthur
citizens involved in both the financing and operation of the new enterprise. The president
of the firm was M. Dwyer and the Secretary was James McTiegue who, in 1893,
became Treasurer and Manager of the Street Railway as well as the accountant for the
town’s electric lighting system. Among the financial backers were George O.P. Clavet,
the first mayor of Port Arthur after it was incorporated as a city in 1907; Thomas Marks,

the first mayor when Port Arthur became a town in 1884; and James Conmee, Liberal
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MPP and father-in-law of James Whalen, who built the building which would later house
the municipal hydro utility.'?

The municipal ownership spirit was evident in Port Arthur as early as May 1889
when council passed a resolution for the acquisition of the Port Arthur Water, Light and
Power Company. It stated that:

The council declares that it is expedient in the interest of the town of Port

Arthur, to acquire the works of the said Port Arthur Water, Light and

Power Company for the purpose of supplying the town with electricity for

the purpose of light, heat and power.'
Due to financial considerations this was never acted on, but it illustrated that Port Arthur
had, from a very early time, a desire to control its power source. It was significant that
the town almost took over the franchise before it was even in operation for a year.
Clearly Port Arthur council was wary of private operators and resisted any overtures by
private firms to supply power to Port Arthur.

Given the opposition toward the private company as exhibited in By-law 217, it
was almost inevitable that the next electrical enterprise in the town would be a

municipally-owned and operated system. In 1891 one of the first municipal enterprises

in Canada was built in the form of the Port Arthur Street Railway."* The purpose of

'3Chandler, History of the Port Arthur PUC, p. 2.

'4“Copy of By-law 217, May 1888, The Thunder Bay Historical Museum Society,
(Hereafter called TBHMS), G10/1/1.

Negru, The Electric Century, p. 3. Electric streetcars were developed in North
America only eight years previously and were usually instalied and operated by private
firms.
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this electric railway was to link Port Arthur with Fort William and allow residents easy
access to one of the biggest employers in the area, the Canadian Pacific Railway yards
located in Fort William. Of course, the operation of this line required electric power
and the Port Arthur Water, Light and Power Company did not have the capacity needed
to fill this demand so an alternative was sought. It made no sense for the town to pay
for the construction of a street railway and not control the power source needed to operate
it so the town built its own steam generating plant. This generator was built on the
Current River to supply both the street railway and commercial users in the town.!® The
cost of this project was $75,000.7 From that day forward, the city of Port Arthur had
a municipally owned and operated power plant and the Current River became
synonymous with electric power.

Thus, by the time Fort William had the first lights switched on, the town of Port
Arthur already had two electric power developments. In 1894 T. A. Bell, the publisher
of The Fort William Daily Times Journal had a power line strung from the street railway

to the editorial offices of the paper which supplied five 16 candle power lights.'® Like

'®Port Arthur Treasurer’s Reports, "The Growth and Development of Municipal
Ownership in Port Arthur, Ontario,” 25 July, 1905, p.1, TBA. Also see Chandler,
History of the Port Arthur PUC, p. 30.

7Port Arthur City Clerk’s Files, Copy of By-taw 281, 2 February, 1891, TBA. The
plant produced 150 HP and was increased to about 210 HP in 1894. See Chandler,

History of Port Arthur PUC, p. 17.

'8Taber, Electricity and Fort William, p. 5.
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the experience of Port Arthur, there was a delay in the establishment of a lighting system
in the town. In Port Arthur this delay was only one year, but in Fort William it lasted
four years as their lighting system was not built until 1898.

On August 18, 1894 disaster struck the Port Arthur Water, Light and Power
Company when its generator was destroyed by fire.’ Unfortunately for the company
the building was not insured. This effectively ended privately owned and operated
electrical utilities in Port Arthur until the mid-1980s when Robert Whiteside developed
a small power plant on the Current River. In 1895, the idea of a takeover of the
remnants of the Port Arthur Water, Light and Power Company was broached once again
when a local editorial asked:

...would it not be well for the town council to make an offer to the company for-
the outside plant and the town itself to do the lighting in the future?®

Since the company was obviously disabled by the fire and there was a good deal of
municipal ownership sentiment in the town, it was not surprising that an offer was made
for the company. A sale seemed to meet the needs of all involved: the owners of the
company would recoup their losses due to the fire and their failure to carry insurance,
while the town could gain control of the power source for the municipality. On January

13, 1895, almost five months after the fire, the town council decided to purchase the

9Port Arthur City Clerk’s Files, "The Growth and Development of Municipal
Ownership in Port Arthur, " p. 3, TBA. Also see Chandler, History of the Port Arthur
PUC, p. 3.

2°Copy of an editorial in the Port Arthur Weekly Herald, September 1894, TBHMS,
G10/1/1.
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remnants of the company.?! The actual sale was not completed until October 14, 1895
due to some haggling over the sales price which was finally set at $7,000.%

With this new acquisition now under town control along with the street railway
power source, the work became too onerous for the town’s Fire, Water and Light
Committee. On December 16, 1895, a by-law was passed to replace this committee with
a three-man Electric Railway and Light Commission which would oversee both the street
railway and the growing electric utility.”® This Commission operated until 1911, when
it was replaced by the Port Arthur Public Utilities Commission which lasted until the two
cities were amalgamated in 1970.

These newly-appointed commissioners faced a challenge almost immediately with
the electric utility. The business of the street railway had grown so that by 1895,
158,573 passengers were carried on the line. This increased demand for electricity at a
time when the supply had decreased since the fire wiped out the other source. By the end
of 1895, the electrical system needed to be expanded in order to produce more power in
order to keep pace with the increasing demand. In 1896-97 the town:

...inaugurated a system of incandescent lighting for domestic and commercial users

2History of Port Arthur File, Copy of By-law 436, 13 January, 1895, Ontario
Hydro Archives (hereafter called OHA), 510.001. Also see Ibid., By-law 446, which
reinforced By-law 436.

22port Arthur Treasurer’s Reports, Copy of the contract between the Town of Port
Arthur and the Port Arthur Water, Light and Power Company, 14 October, 1895,
TBA.

Bport Arthur Treasurer’s Reports, Copy of By-law 447, 16 December, 1895, TBA.
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and the streets were equipped with 1,000 16 candle power lights with poles and
wires covering the settled areas of town.*

The cost of these improvements was $15,000.% This investment soon paid dividends
for the town since the income increased by almost one third from the 1894 figure. As
Table 2 indicates, from 1895 until the end of the decade, the Electric Railway and Light
Utility made at least a modest profit each year after enduring losses from 1892 to 1894.
It is unclear how much of the profit or loss was due the street railway or the sale of

power since the statements show combined figures for the two utilities.?

Table 2.--Profit/(Loss) for the Street Railway and Electric Light and Power Departments,
1892-99.

YEAR INCOME EXPENSES PROFIT/(LOSS)
1892  $6,139.10  $7,691.11 ($1,552.72)

1893 8,357.47  12,657.75  (4,300.28)

1894  10,603.73 13,373.98  (2,770.25)

1895  10,688.32  10,461.37 226.95

1896  13,002.55 10,958.47 2,843.88

1897  12,166.97  12,053.43 113.54

1898  14,438.13 12,295.48 2,142.46

1899  15,565.29  14,000.75 1,584.54

24"The Growth and Development of Municipal Ownership in Port Arthur", p.4,
TBA.

25port Arthur Treasurer’s Reports, Copy of By-law 527, 22 November, 1896, TBA.

26"The Growth and Development of Municipal Ownership in Port Arthur,” p. 2,
TBA.
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In 1898 the town of Fort William finally installed its own power system when
council had a steam-driven plant built on Sprague Street. On March 1, 1898, a by-law
for the venture was passed which provided financing for the plant.?’ Like the first
initiations in Port Arthur, the decision to build a steam plant rather than a hydraulic plant
was due to the cost, since hydro-electric installations were more expensive to install at
this time. In all likelihood, this plant was built because of a sense of urgency on the part
of the council since the generator began operation within twelve days of the by-law vote.
On Saturday March 12, 1898, the citizens of Fort William saw their own "artificial
sunshine" as the steam boiler began operation.?® The station could generate 150 hp
which was used to light thirty-five municipal lights placed on every street corner and an
additional 690 incandescent lights for domestic use. Similar to Port Arthur the charges
were based on a flat rate.? The facility was built for $13,000 and had additions in

1898, 1899, 1905, and 1906.* In 1898 the Fort William realized $3992 in revenue

27public Utilities File, Copy of Fort William By-law, 1 March, 1898, TBHMS.Also
see: Taber, Electricity and Fort William, p.8. The vote was overwhelming in favour
of the new plant: 143 for and 13 against.

28pyblic Utilities File, Clipping from the Fort William Daily News, 12 March, 1898,
TBHMS.

29Taber, Electricity and Fort William, p. 8. The charge for 16 Candle Power lights
was 45 cents per light for commercial users and 30 cents per light for residential
users.

30Taber, Electricity and Fort William, p. 79.

Debentures for the Sprague Street Station and lighting system of Fort William

YEAR AMOUNT
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from the first year of operation, only 27% of the revenue in Port Arthur in the same

year.’!

Although the Sprague Street station filled an important need for Fort William
there was little doubt that it was "at best merely a preliminary step."*? The key for Fort
William was Kakebeka Falls, about 16 miles west of the city, and hydraulic power, not
the steam plant on Sprague Street, (see Appendix four for a map of generating sites in
the area).

The two main potential sources of hydro-electric power for the two towns were
the Current River in the town of Port Arthur and Kakebeka Falls for Fort William.
There was little doubt after 1894 that the municipality of Port Arthur would develop the
power potential of the Current River, but Kakebeka Falls was another matter. As stated

earlier, the town of Fort William probably could not supply the capital needed for this

huge project and it was left to private developers to fill the void. Almost from the

1897 $13,000
1898 3,000
1899 11,000
1900 12,000
1905 5,000
1906 14,000
$58,000

These were all 4 1/2% debentures which matured in 20 years, (except the 1900 issue
which matured in 1930).

311bid., p.72. Revenue in 1898: Fort William- $3992; Port Arthur- $14438.13.

3|pid., p.8.



14

beginning, the basic problem facing the developers was funding. There were many
pretenders, who failed to find the capital, but hoped to get water rights which could be
sold at a profit; and contenders, who had access to capital who could build the power
installation. As the rights to the falls were fought for in court and transferred from one
to another developer, the financial backing was always a difficult issue. In this era there
was no shortage of developers with grand schemes; the trick was to find someone who
could pay for the development.*® All of the legal wrangling will not be recounted here.
Although Kam Power greatly influenced the history of electricity at the Lakehead, it is
not necessary to discuss the development in a corporate history of the local hydro-electric

Commissions. Suffice it to say that, by 1904, Edward Jenison had sold his rights on

33For a brief description of the development of Kakebeka Falls and the various
disputes see Taber, Electricity and Fort William, pp. 10-17.

There were seven groups of developers who surveyed or bid to develop the falls. In
the end the rights were awarded to Edward Jenison who sold them to the Montreal
interests in 1904. Here is a list of the potential developers of Kakebeka Falls. Most
were Americans who saw the potential of the power source but in the end it was
Canadians who built the installation.

YEAR POTENTIAL DEVELOPERS ORIGIN

1889 Eastman Brothers and Mr. Anderson United States
1894 Francis Clergue Sault Ste. Marie
1895 Edward Jenison et el Chicago

1898 Jenison

1900 Douglas Bothers Philadelphia

1902 Pringle and Son with Jenison Chicago
1903 Clergue
1903 Phillips and Anderson with Jenison Chicago
1904 Wegge and Jenison Chicago
1904 Hebert Holt, C. W. Hosmer and

F. W. Thompson Montreal
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Kakabeka Falls to a group of Montreal capitalists who developed the falls and sold power

to the towns at the head of the lakes under the name of the Kaministiquia Power
Company, generally known as Kam Power.

While the debate over who would develop Kakebeka Falls was raging, the town
of Port Arthur was also looking toward developing their own water resources on the
Current River. As early as 1894 Mayor Thomas Marks and Councillor E. A. Neelan
brought William Kennedy, a prominent hydraulic engineer from Montreal to examine the
potential of the Current River. His report was favourable but due to financial
considerations the development was held over.* By 1900 it was clear that additional
power would be needed to meet the growing demand for lighting and for the street
railway which was overtaxing the steam plant. In the next year Council passed a by-law
authorizing the issue of $30,000 in debentures to provide capital for the development of
water resources on the Current River and for the extension of Port Arthur’s lighting
system.*® This By-law received overwhelming support as the vote was 3,014 in favour

and only 27 against this expenditure.® Buoyed by this support in 1901, the Council

34Chandler, History of the Port Arthur PUC, p. 2.

35Copy of By-law 572, 25 February, 1901, History of Port Arthur File, 510.001
OHA.

3%Port Arthur Treasurer’s Reports, By-law results, 7 January, 1901, TBA.
The By-law submitted for vote read: A By-law to provide for the development of the
water power of the Current River in the town of Port Arthur and the extension of the
Electric Lighting Plant of the town and to authorize the issue of debentures to the
amount of $30,000.
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added an additional $30,000 in debentures to complete the Current River waterworks and
provide hydro-electric power to the community.*’

For the $60,000 investment the town added 700 hp to the electrical supply of
which roughly 1/3 or 250 hp was used by the street railway. The remainder, 450 hp was
used for lighting the streets as well as for residential and commercial customers.”® The
building of this installation set off an intense building campaign in the city as numerous
lights were added to the system in the years 1902-04 as Table 3 shows.*

Hydro was becoming indispeﬁsable and potentially a lucrative business for the
utility to enter into. The financial picture for the public utility became much

healthier from 1900-02 and, in 1903, the Street Railway and the Electric Light
Department were separated and operated as individual units as Table 4 shows.*

The Fort William utility also expanded in the early twentieth century when in 1904
the old 150 hp steam generator on Sprague Street was replaced with a new 450 hp

generator.*! As Table 5 shows, this addition added greatly to the power consumed in

37Copy of By-law 591, 1 October, 1901, OHA, 510.001.

38Chandler, History of the Port Arthur PUC, p. 3.

3¥"The Growth and Development of Municipal Ownership in Port Arthur..," p.4,
TBA.

“Olbid., p.2.

“1Taber, Electricity and Fort William, p.78. The Sprague Street Generator was
closed in 1906 when the city began to take power from the Kam Power Company.
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the city but revenues still lagged behind those of Port Arthur.*> Within twenty years of

the first lights in Caleb Shera’s store both communities at the Lakehead had prospering

electric utilities which supplied power to the citizens and businesses.

Table 3.--16 Candle Power Lights in Port Arthur, 1898-1905

DATE COMMERCIAL AND STREET LIGHTS
RESIDENTIAL
January 1, 1898 629 82
June 30, 1898 775 82
June 30, 1899 970 82
June 30, 1900 1046 82
June 30, 1901 1123 82
June 30, 1902 1179 82
June 30, 1903 3805 284
June 30, 1904 4883 309
June 30, 1905 6330 344

Table 4.--Profits of the Port Arthur Electric Utility 1900-04

YEAR INCOME EXPENSES PROFIT
1900 * $17,312.56 $15,232.70 $2,079.86
1901 21,275.14 16,603.75  4,671.39

1902 26,797.76 14,617.38 12,180.44

1903 ** 21,635.00 17,510.00 4,125.00

1904 27,259.00 17,810.00  9,449.00

* Combined Street Railway and Electric Light accounts.
**Electric Light and Power Department account only.

22|pid., p.72.
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Table 5.--Selected Fort William Power Revenues
YEAR POPULATION AVE. KW LOAD # OF CUSTOMERS REVENUE
1900 4298 83 210 $8,945
1904 6491 202 447 $15,310

Despite the determination to have a municipally owned and operated power supply
in Port Arthur, there were still private challengers attempting to get the rights to supply
the town with electricity. Many saw the potential of the electric franchise in Port Arthur.
The disputes did not reach the levels of those in Fort William, but their results illustrated
the determination of citizens to keep control of their water rights on the Current River.
The first attempt was made in 1904 by George Marks, brother of ex-mayor Thomas
Marks, under the name of the Current River Power Company.*® This soon ended when
townspeople sent petitions which put pressure on the politicians to quash the attempt.*
Having failed with the Current River Company Marks returned in 1906, with the Port

Arthur Power Company.* This attempt also failed. The city had improved the area

and built the dam so why should a private firm benefit from the work already done. This

3port Arthur Treasurer’s Reports, Copy of the contract between the Town of Port
Arthur and the Current River Power Company, N. D., TBA. This contract was not
dated or signed.

44Port Arthur Treasurer’s Reports, Various letters and documents, 1904, TBA.
Also see |bid., City Council Report, 24 March, 1904.

“5Port Arthur Treasurer’s Reports, 1906, TBA. Also see Chandler, History of the
Port Arthur PUC, p. 4. The principles in the firm were: Joseph Kilgour, George Marks,
Hamilton Cassels, Richard Cassels and William Hunt Langlois.
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time the Board of Trade came out strongly against the company which put an exclamation
point on the opposition of the general public.¢ By 1906, there was no doubt that the
town would develop power on the Current River.

In order to fulfil the growing demand for electricity, the town once more invested
in that area. In 1906 an additional $39,000 was invested in dams on the Current River
system and in the electric lighting system in the town.*” By the end of the first era, the
town of Port Arthur was firmly entrenched as a municipal ownership town while Fort
William relied on private investment to secure a power supply. This difference in

approaches toward electrification would have repercussions in the next era.

46Clipping from the Port Arthur Weekly Herald, "Board of Trade Takes a Stand",
1906, TBMHS, Hydro File.

“’Copy of By-laws 817, 8 January, 1906, 818 passed on 18 January, 1906 and
849 passed on 30 July, 1906, OHA, History of Port Arthur File, 510.001.



CHAPTER TWO

End of Options

The cities of Port Arthur and Fort William faced very similar challenges and
questions regarding hydro-electric power but the solutions each adopted were quite
distinctive. Port Arthur lacked a viable water resource, since the Current River would
produce only 700 hp, whereas Fort William was in close proximity to the Kaministiquia
River and the large power development on it. Adding to the differences in approach to
power resulting from geography was the inter-city rivalry which complicated power
development at the Lakehead. By 1909, many Ontario communities had a viable and
cost-effective alternative to supply of electricity by privately-owned firms. Municipalities
joined Ontario Hydro for various reasons, most of them because of the absence of any
viable water resource for electrical development. Much of the impetus in Southern
Ontario communities reflected this determination to secure a share of Niagara power in
the face of threatened Toronto domination. At the end of 1909, there were thirteen
municipalities in the original Ontario Hydro system; within another year, that number had
swelled to thirty-eight, one being one thousand miles away in Port Arthur. Unlike the
other towns in the new Ontario Hydro system, Port Arthur did not rely on Niagara Falls
power, but there were still parallels in both areas.! Like many Southern Ontario
municipalities, Port Arthur lacked a viable water source to meet the expected increases

in demand for electricity. The Current River had proven to be quite inadequate. Perhaps

'Denison, The People’s Power, pp. 66-91.
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the best illustration of the limitations of Current River was given by engineer J. F.
Fanning. He reported that the existing system and water flow would produce only 800
HP in high season and only 250 HP in low season. Further, he reported that, even if the
water supply were increased by adding storage reservoirs on Ray, Onion, Hazelwood and
Paquette Lakes, the power demand expected in Port Arthur would soon exceed the
supply.? For a city with great aspirations of industrial development at the head of the
lakes, the Current River generating capacity would not suffice.

Fort William had abandoned municipal ownership of power facilities in 1906 when
the Sprague Street generating station was closed down. This power source was replaced
by the Kaministiquia Power Company installation at Kakabeka Falls.> Fort William did
not deem it necessary to operate a steam plant when there was hydro-electric power
available. The city had little hope of competing with Kam Power since fuel costs would
force rates too high to be competitive. While the Kam Power generating station ensured
an adequate power supply and the company enjoyed an excellent relationship with Fort
William, it had little success in Port Arthur. The biggest reason for the different, and
often contradictory, approaches of the cities was the fact that Fort William relied on

private suppliers for power whereas Port Arthur searched for other solutions.

2port Arthur Treasurer’s Reports, "Report of J. F. Fanning re: Current River," 1
August, 1906, TBA.

3"The Chronological Expansion of the Fort William Electric Light and Power
System: Historical Data,” Fort William, 1972, OHA, 510.001, p.1. Also see Taber,
Electricity and Fort William, p. 20.
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By 1910, electrical power had become indispensable for the street railway, street
lighting, residential and industrial users. The city of Port Arthur had 2,375 customers
on line and earned a surplus of $11,301.14.* The Fort William system had over 2,000
customers and earned a surplus of $9,348 in 1910.° Hydro-electric power was an
important resource for the existing customers and as a basis for industrial growth in the
area. The sale of electricity also earned attractive profits in a consistent manner, unlike
other public utilities such as the street railway, the waterworks, and the telephone
systems. These other utilities often suffered deficits in their operations.® Power revenue
could be used by the city to expand the electric system, while council had to borrow
money to keep the other operations in good form. It was a profitable business to operate
an electrical utility in this era.

Even though Port Arthur was in a difficult position in regard to power supply, the
contract with Kam Power was cancelled by the city. This effectively eliminated 400 hp

of the supply and put pressure on the Current River supply. The station usually produced

“Port Arthur Public Utilities Commission Files, Electrical Light and Power Statistics,
(1910-15), Fred Gaby, {(Ontario Hydro engineer) to F. Gurney, (Port Arthur Treasurer),
17 June, 1915, TBA 4165, microfilm reel #4.

5Fort William City Clerk’s Files, N. D., TBA, folder 67.

SFor examples of the performance of the utilities see Taber, Electricity and Fort
William, p. 20, and Port Arthur Treasurer’s Reports, 17 June, 1915, TBA 4165, and
Port Arthur PUC Files, Special Files, 3 February, 1915, TBA 4166, microfilm reel#5.
Fort William experienced a deficit in power sales only once from 1909 to 1923; see
Fort William City Clerk’s Files, Electric Utility Performance, 1909-23.
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700 hp with 450 hp for general use, and the rest was for the street railway.” Fort
William had a far more abundant supply, however, of up to 14,000 hp that it could draw
from the Kaministiquia Power Company in 1909.% The Fort William Hydro-electric
Commission sold 1,400 hp to various customers while Kam Power sold 7,000 hp to
larger users in the city.® Although Fort William had a bigger power supply, Port Arthur
had control of its power resource in the city. Kam Power had a monopoly to supply all
customers over 5 hp while the Commission serviced the smaller users.’® This was
reflected in the loads, with Kam Power transmitting five times what Fort William
serviced. Fort William had a huge advantage in power supply over Port Arthur but was
clearly dependent on the Kaministiquia Power Company.

The power supply difficulties of Port Arthur were chronic and dated back to the
turn of the century. The supply problems were still evident in 1907 as little had changed
in six years. A rebate had been offered to the ratepayers in 1901 because of poor
service, and the city pledged then to find other power sources in the area.!' Since there

was no alternative power source, the Port Arthur Light and Power Department had to

’Chandler, The History of the Port Arthur PUC, p. 3.

8Chronological Expansion of the Fort William Electric Light and Power System, p.
2, OHA.

®Taber, Electricity and Fort William, p. 24.

"OFort William Treasurer’s Reports, 1906, TBA.

"History of Port Arthur File, Clipping from The Daily News, 11 December, 1901,
OHA 510.001.
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enlarge the system of dams and lakes in the Current River system. Unfortunately, this

did not solve the problem. Once more, in 1906, the ratepayers challenged the Port

Arthur Public Utilities Commission. The Electrical News reported in December 1906
that:

General dissatisfaction is in evidence with regard to the present lighting

system in the city, and it is stated that unless the authorities make the

necessary improvements a large number of local merchants will install their

own lighting plants.!?

It was significant that there had been no other option in 1901, but by 1906, Kam Power
was available to fill the void. The 1906 "revolt" was serious since many businesses
threatened to build their own system if they did not get satisfaction. Council and the
Public Utilities Commission faced a huge challenge and had to act quickly.

Not only were the existing users unhappy because of poor service but also hope
of future industrial growth brought added pressure to provide sufficient power. More
power was clearly needed. In order to solve the problem, the Commission decided to
strengthen the Current River system once again. On January 25, 1907, George Hodder,
the Chairman of the Commission, assured the commissioners that:

Your power plant is now fully loaded and taxed to its capacity and will

continue to be until the development now underway is completed which I

fully believe we will have in operation by April 15 at the latest when you
will have an additional 1200 hp at your disposal.”

'2Clipping from the Electrical News, December, 1906, p.32, OHA, History of Port
Arthur File, 510.001.

SPort Arthur Treasurer’'s Reports, George Hodder to the Public Utilities
Commission, 25 January, 1907, TBA.
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Even with the improvements that Hodder promised, an additional 1200 hp would not go
far to meet the growing demand in Port Arthur. Demand was growing at a steady rate
and, with fluctuating water levels, it was doubtful that enough power could be produced
to meet the demand. A better solution was needed, but city Council still wanted to keep
control of supply.

New industrial demand created additional problems for Port Arthur. City solicitor
Frank Keefer reported the situation to Adam Beck, Chairman of Ontario Hydro, in the
case of the Canadian Northern Railway:

The CNR people are ready to deal in the town of Port Arthur and take 500

hp. The town cannot supply them at present. They are ready to make a

contract with us for over 1,000 hp for the elevators, dock and smelter. The

town feels they should not block the company from getting power from

another source until it is ready to supply and at the same time they do not

want to give any other company franchise over its streets. Will you

therefore please wire us whether there is any definite proposition likely to

come from the Hydro-Electric Commission.™
The quotation is instructive, since the city solicitor had approached Ontario Hydro, not
private interests for additional power supply. In this case, the community was hesitant
about allowing private firms any foothold in the city but did not want to block any
development which could add prosperity and increase tax revenues to the region. It was
ironic that it was the railway which had wanted to relocate into Port Arthur, but was

unable to do so due to the lack of a sufficient power supply. After all it was only about

three decades earlier that the two cities had struggled with one another to attract the CPR

"4Port Arthur Treasurer’s Reports, Frank Keefer to Adam Beck, 3 May, 1907, TBA.
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to their community. By 1907, something had to be done since Port Arthur could not
afford to lose any potential industries. In order to meet the new demand and ensure a
power supply, the city turned to Kam Power for a series of temporary contracts plus one
longer-running, and more permanent contract which was to be renewable every ten
years.> These contracts did not give the Kaministiquia Power Company any rights in
the city; rather, the company simply supplied power to the Public Utilities Commission
which sold it to various customers. This arrangement was quite different from the
contracts between Fort William and the Kaministiquia Power Company which were more
permanent in nature and provided the company with monopoly rights in the city. In the
short term, the supply difficulties had been overcome but a more permanent solution was
clearly needed.

The supply of hydro-electric power was the prime concern, but control of water
rights was also of prime importance for Port Arthur. The community was determined
to protect its rights to Dog Lake water from control by the Kaministiquia Power
Company or any other private firm. The debate which ensued over these water rights
illustrated the approaches that each city took toward power development. Port Arthur
looked outside the region for help in securing its rights whereas Fort William was closely

allied to the privately-owned Kaministiquia Power Company. By 1907, Kam Power

'SPort Arthur’s Treasurer’s Reports, Copy of the contract between Port Arthur and
Kam Power, 10 January, 1908, TBA. This served as a temporary contract and ran
for three months. Earlier, in September 1908, a contract was signed for 400 hp to
be delivered for ten years in duration.
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began to explore additional water resources to create more electrical power by reviving
the Jenison legislation to stake a claim to water power from Dog Lake. Port Arthur
lawyer Frank Keefer and the City Council clearly showed that these rights had lapsed in
1904 when the Jenison deal fell apart.’® The city of Port Arthur was determined to gain
control over Dog Lake and this pitted the two communities against one another. As early
as May 22, 1907, Port Arthur asked Ontario Hydro to build a dam at Dog Lake. This
act set a precedent where by Port Arthur drew from Ontario Hydro the technical,
financial, and engineering expertise to build up and monitor its system.!’

In the same year, 1907, the city attempted to strengthen their claim on Dog Lake.
Clearly, for Port Arthur City Council, the Dog Lake rights tested their position as
protector of public rights. In a letter to Frank Cochrane, Minister of Land and Forests,
Port Arthur described itself:

... as a pioneer of municipal ownership and by the successful carrying out

of this principle to the great advantage of a city, and as an example to the

province at large, we anticipate from you every assistance which you can

rightly afford towards the furtherance of this principle.'®

PUC Chairman W.P. Cooke was not only expressing his concern for Dog Lake; he was

also placing the controversy within the private-public power debate. Dog Lake involved

'®Dog Lake Water Power: Statement of Facts Regarding Proposed Lease, Frank
Keefer, 12 November, 1908, p. 4, OHA 410.1-27.

"Port Arthur Treasurer’s Reports, Mayor G. O. P. Clavet, to Adam Beck, 22 May,
1907, TBA.

'8port Arthur Treasurer’s Reports, WP Cooke (Chairman of the Port Arthur Public
Utilities Commission), to Frank Cochrane, 8 July, 1907, TBA.
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more than water rights; it related to larger questions of public and private power, the
same argument that Adam Beck had used so effectively to gain political support for
Ontario Hydro in Southern Ontario. The people of Port Arthur clearly backed their own
Commission, since the Dog Lake vote was 321 to 79 in favour of public development.'®
The implication was that, by supporting public power the community was supporting
Ontario Hydro since it was the provincial Commission who would develop the project.
By 1907, if Port Arthur wanted help in power supply or water rights, it would deal with
Ontario Hydro.

It was not surprising that, the city of Fort William allied itself more closely with
the Kaministiquia Power Company. The interests of Kam Power were intertwined with
the interests of Fort William and vice versa, and this made their partnership natural. The
Kam Power contract called for Fort William to support and aid the company in legislative
matters.?’ The city also had a moral obligation to the private company. Mayor James
Murphy outlined the city’s view of the situation in a strongly-worded letter which
expressed the hope that Kam Power could increase its supply of power by using the
Jenison legislation in the Dog Lake case. It was clearly in the city’s interest to have the

firm develop the falls. Murphy wanted to help Kam Power to enlarge its capacity and

91bid., p. 2. Cooke also called for the government to build, maintain and regulate
the necessary dams at the outlet of Dog Lake as well as granting the right-of-way for
transmission.

2%Fort William City Clerk’s Files, Copy of the contract between Fort William and
the Kaministiquia Power Company, Clause 18, 1907, TBA.
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sell the surplus power to Port Arthur, thereby reducing the cost of power in Fort
William. He also expressed fear that lack of access to Dog Lake would interfere with
potential growth for the private company. His desire was to protect Kam Power’s
interests, because after all: "prosperity for Kam Power means prosperity for Fort
William. "

The cites at the lakehead were taking separate and dramatically opposite paths
towards power supply. Early in 1908 Frank Keefer urged Port Arthur Council to assert
their rights on Dog Lake. This intensified the battle over the rights. Keefer wrote:

I would strongly recommend that the city at once, by a resolution set forth

what the city has done, request that the government now give to the city the

lease of these Falls as previously arranged. I could suggest that the mayor

call a special meeting to deal with this matter I am advised that every day

will count that if the city is not active it may be superseded in its rights.??
Given the determination of Port Arthur to protect public rights and Fort William’s
allegiance to Kam Power, the two cities found themselves on opposite
sides of the issue.

By February of 1908 Kam Power outlined its views regarding the situation. Many

of the arguments revolved around the rights granted to Jenison years earlier. It would

benefit the entire area if the firm obtained rights in that area: 5,000 additional horsepower

2TFort William Treasurer’s Reports, Mayor Murphy to Fort William city Council, 20
November, 1908, TBA, file #507.

22port Arthur Treasurer’s Reports, Frank Keefer to T. F. Milne, Port Arthur City
Clerk, 3 January, 1908, TBA; see also Clipping from Daily News, "Mr. Keefer explains
Power Situation Regarding Dog Lake Power," 12 November, 1908, OHA. This story
summarized the city’s position regarding Dog Lake.
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could be produced with added water from Dog Lake and the Kam Power plant could meet
the needs of both cities. The company needed to win this battle, and their view was
expressed in this statement:

If the company rights are denied to it, it will mean that the undertaking was

born only to be strangled, and I respectfully submit that so long as the

statutes referred to remain repealed even the Crown has no right the refuse

to give the company full benefits conferred by the legislature.?

Much hung in the balance -- if Port Arthur won the battle, the future growth of Kam
Power would be greatly restricted by shortages of water supply. The firm was clearly
looking for provincial action to strengthen their position. This produced a strong and
predictable response from Port Arthur Council.

True to form, Port Arthur made this part of a larger philosophical debate. In the
view of one city lawyer, Dog Lake had to be protected "in order to keep the people’s
faith in Hydro."?* Much more was at stake then water rights on Dog Lake--the two
cities were struggling for control of power development in the area in the future. By the
end of 1908 the city of Port Arthur had managed to protect its water rights and, in

conjunction with Ontario Hydro, began to develop Dog Lake as a potential power

source.?””> The Kaministiquia Power Company had failed to gain rights to Dog Lake and

23Port Arthur Treasurer’s Reports, R. T. Rydeman, (Kam Power), to J Foy MLA,
February 18, 1908, TBA.

24port Arthur Treasurer’s Reports, R. Hogarth to the Port Arthur Council: Kam
Power vs. Port Arthur, re: Dog Lake, 25 February, 1908, TBA.

25Port Arthur Treasurer’s Reports, Copy of resolution 295, 23 January, 1909,
TBA. Under this plan the municipality invested $10,000 in a survey of Dog Lake to
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suffered other setbacks because of the Dog Lake controversy.

By the end of 1908, the Dog Lake issue had eroded whatever good feeling had
existed between Port Arthur and Kam Power. The Port Arthur City Council decided to
cancel its contract with that firm due to success in the Dog Lake battle. This pushed Port
Arthur even further away from private power and towards Ontario Hydro. They were
willing to put their power supply in jeopardy to keep Kam Power from gaining any
foothold on Dog Lake. They feared that the Kaministiquia Power Company would use
its role as a supplier of power to Port Arthur to gain an advantage over the city. As the

Electric News reported:

The city council of Port Arthur are reported to have cancelled their
agreement with Kam Power by which they were to have taken 400 HP for
a period of 10 years. It is alleged that the company, immediately upon
securing an agreement had endeavoured to use it in their negotiations with
the Ontario Government for the Dog Lake water rights. The city is also
endeavouring to alter the same rights and the council alleged that it was
especially understood when the agreement was made that it was not to
interfere with city rights in the Dog Lake matter.?

Having turned its back on Kam Power, Port Arthur needed to obtain an adequate
power supply. To solve this problem, the city once more asked for the help of Ontario
Hydro. Late in 1908 the Hydro-electric Power Commission of Ontario sought the

authority to develop Dog Lake on behalf of the municipality:

strengthen their claim on the area.

26Clipping from The Electric News, December, 1908, p. 31; also see Electric
World, 31 October, 1908, p.977, OHA. Electric World was a Canadian paper
published in Toronto whereas The Electric News, was American and this probably
explains why this story appeared in Electric World first.
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The Honourable Adam Beck has introduced a bill in the Ontario Legislature

to provide for the development of water power at Dog Lake or in the Kam

for the purpose of storing and controlling water power. The commission

will develop electrical energy and may sell or lease such water power to

such firms or corporations as the government may deem fit. The cost of

the work is not to exceed $20,000 and it is to be paid out of the

Consolidated Reserve Fund of Ontario. It is understood that the bill is

introduced in connection with a Pulp and Power scheme.?

In 1908 Ontario Hydro was not yet in the generation business. A Dog Lake station could
not be completed for a few years and Port Arthur needed to get an additional power
supply. Where could it turn? By 1909 there were three options available: Ontario
Hydro, the Kaministiquia Power Company, or the new entrant to the market, the Ontario-
Michigan Power Company.

Due to the Dog Lake issue, Ontario Hydro became closely associated with the City
of Port Arthur while the Kaministiquia Power company was closely allied to Fort
William. Given the tense relationship and finally the termination of the contract between
Kam Power and Port Arthur, Ontario Hydro became the only viable option. In an
Ontario Hydro report regarding the power situation at the Lakehead, two potential sources
of power were noted: the Current River, which offered very limited capacity and the
Kaministiquia Power Company, which was still the best source in the area. Demand was

increasing and this put added pressure on the Commission to find some new power. The

city needed 5,000 hp almost immediately : 3,500 hp for new industry, 1600 hp for

2Clipping from The Electrical News, April 1908, p. 655, OHA.
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lighting and 650 hp for the street railway.?® This challenge was stated in a report filed
by P. W. Southern of Winnipeg, which showed that Dog Lake could provide only 3,500
hp,” less than Kam Power had calculated earlier and significantly less than the
expected demand. No matter how Port Arthur felt about Kam Power, they were the only
immediate option. Although the Kaministiquia Power Company contract had been
cancelled in 1908, later in the year Port Arthur was compelled to make a new series of
interim contracts with the private firm which ran for three months at a time to meet the
immediate demand.*® Short-term arrangements were nothing new -- Port Arthur made
them even while it had the ten-year contract, but this time the city had to go to Kam
Power for electricity. There was simply no choice and Port Arthur remained a valuable
customer for Kam Power.

In 1909 Port Arthur could be seen as a plum a private company could pick if it
could meet the demand and avoid the hostilities that Kam Power had aroused. Port
Arthur had proved its resolve to keep private power interests from gaining any foothold
with Dog Lake. Just as Kam Power was being finally rebuffed, the Ontario-Michigan

Power Company came on the scene. In many ways it was a more dangerous foe for the

28Current River was providing 750 hp at this time which indicates that an
additional 5,750 hp was needed to meet demand.

2port Arthur Treasurer’s Reports, P. W. Southern (Engineer, Winnipeg) to Adam
Back, 30 November, 1908, TBA.

3°For example see: Port Arthur Treasurer’s Reports, Temporary
Power Contracts with Kam Power, 10 January, 1908, TBA.
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city. Led by one-time Member of Parliament For Thunder Bay, James Conmee, this
company attempted to secure water rights on the Nipigon River by using Dominion
powers to override provincial rights. Conmee could see that provincially-chartered
private firms generally lost to the province in these disputes, so he took another tack to
obtain rights. He hoped to use the Pigeon River, on the American border, as well as the
Nipigon River, to generate power under the same charter. Since the Pigeon River was
on the international border, it fell under federal jurisdiction and Conmee hoped that he
could get these rights more easily then provincial rights.*! Once he acquired these rights
Conmee would be free to build his "grand vision" which would create a huge power
company in the North and attract various industries to this area such as pulp and paper
mills and metal works. Despite his previous failures to obtain the charter, he felt he
could accomplish his goal if he could get the municipality to agree on a contract. This
might provide more clout in Parliament and tip the scale in favour of Conmee.

In 1909, Conmee approached the City of Port Arthur for a contract to supply
power.*> He met predictable resistance in the city. Adam Beck, who visited Port
Arthur early in 1909, took the Ontario-Michigan offer apart clause by clause as Ontario

Hydro worked with Port Arthur to protect public water rights and prevent private power

31Christopher Armstrong, The Politics of Federalism: Ontario Relations with the
Federal Government, 1867-1942, (Toronto: University of Toronto Press, 1981), pp.
91-99.

32port Arthur Treasurer’'s Reports, Ontario-Michigan Power Company to the City
of Port Arthur, 1909, TBA.
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from gaining a foothold in the city. Beck demonstrated the problems with the Ontario-
Michigan offer.® First, under clause three, the Ontario-Michigan Company could '
undersell the Port Arthur Commission and this could lead to domination by the private
firm. This was a matter of concern since the municipality was earning income as the
distributor of power.* Fort William and the Kaministiquia Power Company had divided
their market between customers who used less than 5 hp, which the city handled, and
those over 5 hp which the private firm serviced. This allowed each to realize revenue
from distribution and gave the city a secure power supply. Under Conmee’s offer, he
eventually could control the whole market if he could undersell the City of Port Arthur.
Clause four of this contract required the city to purchase 1,000 hp, whether it
would use it or not. This would not provide the city with the flexibility needed in this
era of uneven economic development. Ontario Hydro dealt in power consumed, not a
fixed amount. Their bills were based on peak loads. This fixed charge would only
increase the fixed costs for Port Arthur. Added to this load problem was the fact that

Conmee wanted the charges to be based on 100% of the load factor. Ontario Hydro

33The contract was never signed, but the offer was made to the city. It had
twenty-seven clauses, many of which were similar to the Kam Power deal, but
Conmee demanded far-reaching powers which hurt his offer in the end. Given Port
Arthur’s position vis-a-vis private power, it was always doubtful that they could make
an arrangement unless Conmee was the only viable option. He was probably
gambling that the federal charter would leave Port Arthur with the Ontario-Michigan
offer as the only option. Beck used this offer to strengthen Ontario Hydro’s position
in the municipality.

34port Arthur Treasurer’s Reports, Adam Beck to the Port Arthur city council,
1909, p.1, TBA.
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charged on 90% which allowed for power lost in transmission. If power were brought
from Pigeon River or Nipigon, some would inevitably be lost. Under this clause, the city
would be paying for the lost power.> The power company could also locate lines and
poles wherever it saw fit if its proposal were accepted. The city would also lose revenue
accrued from pole rentals which Ontario Hydro would pay, as well as right-of-way on
the streets and this made the deal even less acceptable. Given the importance Port Arthur
placed on municipal water rights, it is not surprising that they were also quite protective
of their streets.*®

Finally, clause eighteen would allow the Ontario-Michigan Company to close on
Sundays for repairs and gave it a perpetual franchise.’” Even a brief perusal of the
contract exposed problems with the offer. The city of Port Arthur could not accept a
contract worse than the one cancelled with Kam Power, or worse yet, the one its rival,
Fort William, had struck with the same company. This offer gave Beck valuable
ammunition to use in promoting the Ontario Hydro system, which clearly offered better
terms than the Ontario-Michigan offer. On February 8, 1909 the Board of Trade
expressed their opposition to the Conmee firm when they advised council that they

"opposed [Ontario-] Michigan Power Company demand for water power out of our

35|bid., p.3.
%6|bid., p.5.

¥|bid., p.8.
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system."*® Clearly this group was in favour of public ownership and their stand in this
case was consistent with the one taken three years earlier in opposition to the Port Arthur
Power Company. Given these contractual problems and opinions, it was inevitable that
Port Arthur would refuse the offer.

In all likelihood, the Conmee offer was nothing more than speculative in nature.
His goal was to use a federal charter to obtain water rights in North-Western Ontario
which would eventually have forced the city to accept his terms. It could only be a
matter of time before the community would need power and be forced to accept his offer.
Fortunately for Port Arthur, the bill was never passed which ended this speculative

venture.* Newspapers outside the area cheered Port Arthur as The Calgary Eye-Opener

wrote: "Say Port Arthur you-re not going to let those pirates tie you up like that are
you?"% By the end of 1909, it was clear that Ontario Hydro was a better option than
either the Kaministiquia Power Company or the Ontario-Michigan Company.

In the end, a Port Arthur contract with Ontario Hydro was precipitated by three
factors: the unreliability of, and limitations of the water flow of the Current River, which
limited municipal generation; the Kaministiquia Power Company’s attempt to monopolize

Dog Lake power; and finally, the Ontario-Michigan Power Company scheme to control

el

38port Arthur Treasurer’s Reports, Port Arthur board of Trade to Council, 8
February, 1909, TBA.

3% Armstrong, The Politics of Federalism, p.100.

“°port Arthur Treasurer’s Reports, Clipping from The Eye-Opener, Calgary, 1
January, 1910, TBA.
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the Nipigon and Pigeon Rivers. Port Arthur’s public ownership-minded Council needed
an assured supply of power which only Ontario Hydro could supply at terms and
conditions favourable to the community. Just as communities in South-Western Ontario
had done a few years earlier, the officials of Port Arthur sought a solution through public
enterprise. !

Port Arthur joined the Ontario Hydro system during 1910. The details of the final
arrangement required negotiation and the community did not actually take power from
Ontario Hydro until 1910. This move seemed inevitable since Ontario Hydro and the city
had a history of cooperation in matters of water rights. In 1909 Adam Beck wired the
mayor his personal congratulations: "I congratulate you and the citizens of Port Arthur
on your great victory by which you can retain control of your public utilities."*
Ontario Hydro would act as the wholesaler of power to Port Arthur. By January 31,
1910, the Ontario Hydro Commission was required to deliver 1,100 hp to the
municipality. Additional power could be added in blocks of 100 hp until the total
equalled 5,000 hp. The price would be based on rates of $17 per hp for the first 2,000

hp, $11 per hp for the next 4,000 hp and $15 per hp for the next 5,000 hp. Sinking

funds and reserves were to be established to raise capital and cover any costs the

41"The Nipigon Hydro-electric Power Development Constructed and Operated for
the Municipalities of the Thunder Bay Districts”, (Toronto: Ontario Hydro, 1922),p.
2, OHA OR 402.1.

“2Port Arthur Treasurer’'s Reports, C. P. Telegram, A. Beck to Mayor I.L.
Matthews, 4 January, 1909, TBA.
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operation incurred.* This was a fairly standard power-at-cost contract, not unlike those
in Southern Ontario, with declining block pricing and provision for reserves. The
declining blocks encouraged growth of load since the rate was less with each additional
block, after certain requirements had been met. The city now had a secure power supply
and could look forward to further growth with enough power to meet almost any
eventuality.

Ontario Hydro, now had to negotiate a contract with the Kaministiquia Power
Company for the supply of power it would sell to Port Arthur. This contract was signed
in the nick of time as the Current River experienced yet another drought in 1910. As the

Electrical News reported:

Port Arthur has been suffering inconvenience owing to a scarcity of
electrical power due to the current of the Current River running dry. The
hydro-electric substation being constructed by the Kam Power at Kakabeka
Falls will be ready by August 1 when supply will meet all possible demand.
In the meantime it has been necessary to resurrect the old steam plant at the
Current River powerhouse.*

Unlike Fort William, which closed down its Sprague Street steam station after it signed
its contract with Kam Power, the city of Port Arthur had kept the Current River plant in
operation. Current River power from the hydraulic plant (the steam plant only operated

if the hydro plant lacked water) was used when demand increased since it could reduce

43Port Arthur Treasurer’'s Reports, copy of the contract of the Ontario Hydro-
electric Power Commission and the City of Port Arthur, 2 January, 1909, TBA.

4Clipping from The Electric News, 1 December, 1910, p. 10, OHA.




40

the peak load level lower and provide savings to the ratepayers. With the Ontario Hydro
contract and the Current River plant in operation the power supply was assured and the
city could get on with the job of building power consumption.

The Kaministiquia Power Company was the only supplier in the area at that time
that could meet the 1,100 hp requirement promised to Port Arthur by Ontario Hydro.
The Ontario Hydro-electric Power Commission signed a contract with Kam Power for
delivery of the needed power. The contract signed mirrored the previous ten-year deal
that Port Arthur had had with the private firm. The city was secure in the knowledge
that Ontario Hydro would safeguard its interest, and it now had a formal contract to
obtain the needed power. Under the concept of power at cost, the municipality purchased
power from Ontario Hydro at cost and paid this, plus other expenses incurred as well as
fixed costs. Ontario Hydro negotiated with the private power company and sold power
directly to the municipality. The municipality could sell to customers as it saw fit.
Ontario Hydro held a monopoly in that only their power could be sold within a forty-mile
radius of the city. The Ontario Hydro-electric Power Commission monitored rates and
set them according to the Standard Interpretation of Rates, looked after supply, and
handled technical matters.*

The first step in Ontario Hydro’s assuring the power supply for Port Arthur was

45port Arthur Treasurer’s Reports, Copy of contract between The Kaministiquia
Power Company and the Ontario Hydro-electric Power Commission, 1909, TBA.
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to arrange for transmission and distribution of power from Kakabeka Falls. The first
substation, which "stepped down" the voltage from the generators to the level required
by consumers, was built by Ontario Hydro on High Street. A seven-mile transmission
line linked the Kakabeka Falls generating station power lines to this substation.*® The
first power from Kakabeka Falls was delivered to Port Arthur under the Ontario Hydro
contract on December 21, 1910.4 This event marked the end of an era in Port Arthur’s
power development. The city would now deal with Ontario Hydro in a mutually
beneficial relationship for power development. It now had a reliable, efficient, and cheap
power source which could be offered to new businesses and used for industrial expansion.
Power was still monitored and sold by the Port Arthur Public Utilities Commission to
various customers but Ontario Hydro supplied the power.

Port Arthur and Fort William were now serviced by the same company, Kam
Power, but under very different arrangements. In 1910, Fort William was not ready to
join Ontario Hydro as a report in the Electric News indicated. The article stated that,
although the city felt pressure to secure public power, it was not inclined to join Ontario

Hydro since Kam Power provided an adequate supply.®® These different arrangements

48Clipping from Electric World, 8 December, 1910, p. 130, OHA 510.001.

47"Episodes in the History of Hydro Since the Creation of the Hydro-electric Power
Commission of Ontario”, 101, vol.3, N.D., p.12, OHA; also see Chandler, History of
the Port Arthur PUC, p. 30.

“8Clipping from the Electric News, July 1910, p. 71, OHA 510.001.




42
led to intense rivalry between the two cities, however, and began an erosion of good
relations between Fort William and Kam Power. The advantageous relationship between
Ontario Hydro and Port Arthur soon led to friction between the Kaministiquia Power
Company and Fort William City Council. By 1911, it was apparent that power costs in
the two cities would not be the same. Ontario Hydro was aware of the potential problem
but felt that Kam Power should adjust to the new situation. The chief engineer of Ontario
Hydro stated the facts:

Fort William buys 2200 v. from Kam Power at $25/hp at a maximum 15

minute peak during that year [1910]. The city is not allowed to sell to

users over 5 hp which was bought from Kam at $25.00.

If Port Arthur adopts our method of sale, (power at Cost), there would be

no question as to the ability of Port Arthur to greatly undersell the city of

Fort William.*
Given the fact that Port Arthur would have to sell "Power at Cost", as stated in the
contract, there was little doubt that a problem with rates was imminent. Although the
Kaministiquia Power Company was the principal supplier, it was clear that the dynamics
of the area had changed. Fort William no longer held the position of strength viz-a-vis
power supply. This marked the beginning of a period of dissatisfaction with Kam Power
in the city of Fort William. Port Arthur had earlier become dissatisfied with Kam Power

over water rights, Fort William now became dissatisfied with power rates.

As stated earlier, Kam Power had favoured Fort William in power matters, so it

“SFred Gaby to Adam Beck, 25 May, 1911, OHA.
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was a serious problem when the city perceived discrimination in favour of Port Arthur
by Ontario Hydro. The original contract between Kam Power and Fort William included
a clause which assured Fort William of most-favoured status with the company. The
clause stated:

No more favourable terms, conditions or rates shall be offered or given by

the said parties in favour of any other municipality or place than those

given to the town, nor shall any more favourable rates, terms or conditions

by the first parties in favour of any person, party or corporations or any

other municipality or place than those given in the town of Fort William.>
Although the rates at the Lakehead remained the lowest in the nation, the close proximity
of the two cities created a situation where each was sensitive to any rate differences
between them. Soon after the Ontario Hydro contract was enacted, Fort William began
to realize that rates were significantly lower in Port Arthur.”® Fort William wanted the
Kaministiquia Power Company to reduce its rates in response to the lower price in Port
Arthur, but the company denied any discrepancy and the issue was put to arbitration.
Fort William contended that the "no more favourable terms"” clause had been violated by

Ontario Hydro’s contract. The former manager of Fort William Hydro, Art Taber, gives

an excellent account of this arbitration which took place in 1913-14:

5%Fort William city Clerk’s file, Copy of the agreement between the Kaministiquia
Power Company and Fort William, N. D., 1907, TBA 4159.

51Port Arthur Treasurer’s Reports, J. J. Hackney, (Manager of the PUC), to Fred
Gaby, 30 September, 1913, TBA. Although Fort William claimed huge discrepancies,
Hackney pointed out that the Port Arthur rates were not as low as reported.
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The charge was of course denied by the Kam Company and any preliminary
attempts to settle the issue were unsuccessful principally because there was

doubt about the exact rates being charged to Port Arthur. The Ontario
Hydro conducted an investigation but it was unable to resolve the
agreement. Kam Power and Fort William then decided that each should

select an arbitrator in the hope that outside parties might be able to find a
solution.

Fort William selected L. A. Herdt, a professor in Electrical
Engineering at McGill University to act on their behalf. Kam Power
retained the services of R. S. Kelsch.

These two gentlemen met in Montreal early in 1914, but after several
sessions they agreed only to disagree. Thus the two arbitrators reported
that possibly a third referee A. A. Dion of Ottawa should be called in. The
latter promptly sided with the Kam Power representative in handing down
a majority report, which the city just as promptly rejected. Despite the
continuing disagreement about the exact rates charged to Port Arthur, it had
become evident by now that the cost of power delivered to Port Arthur was
somewhat lower than that being paid by Fort William. Also Fort William
contended that certain other concessions in the power deal put Port Arthur
in a somewhat more favourable competitive position.>

Kam Power refused to budge from its position,and this only strengthened the resolve of
Fort William to win the dispute.

While the rate controversy raged in Fort William, Port Arthur continued to face
the challenge of supplying more electricity to meet the growing demand. Grain elevators
needed power to move the ever-growing shipments of grain.® In order to solve this

problem, Ontario Hydro was given the job of meeting this new 1,000 hp demand outside

52Taber, Electricity and Fort William, pp. 27-8.

53Livio DeMatteo, "Booming sector Models, Economic Base Analysis and Export-
Based Economic Development: Regional Evidence from the Lakehead, " Social Science
History, forthcoming, winter 1993.
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of its contract with Port Arthur.> This set a pattern of "system customers" who were
serviced directly by Ontario Hydro. Later in the year the City of Fort William
approached the City of Port Arthur for 600 hp to operate their street railway.> This
revealed the deterioration in the relationship between Fort William and Kam Power. In
order to meet a large demand, Fort William turned to Ontario Hydro rather than Kam
Power for the first time. Obviously, the strained relationship would have a serious
impact on Kam Power. Fortunately for the private power company, Ontario Hydro was
not able to meet this demand due to the restrictions in its own contract with Kam Power.
As a result, Kam Power filled the demand, but the damage had been done. For the
remainder of 1913, the supply problem continued as each city made temporary contracts
to meet growing demand.*® Even with these supply problems, Ontario Hydro showed
its determination to keep Kam Power isolated by stopping Port Arthur from depending
on the private c?mpany to operate its street railway.”” Ontario Hydro refused to be

party to any arrangement, but was able to meet the demand from its own purchases. It

54Port Arthur Treasurer’s Reports, J. J. Hackney, Manager of the PUC to Mayor
Oliver, 10 February, 1913, TBA.

%5Fort William Hydro-electric Commission to J. J. Hackney, 1 December, 1913,
TBA.

56port Arthur Treasurer’s Reports, J. J. Hackney to Fred Gaby, 20 December,
1913, TBA.

57Port Arthur Treasurer’s Reports, Fred Gaby to J. J. Hackney, 10 December,
1913, TBA.
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was clear, however, that a new power source was needed to meet the growing
requirements.

In 1914 Port Arthur approached Ontario Hydro to solve the supply problem. Dog
Lake, which the city had fought so hard to keep, was the area they wanted to see
developed. To quote a joint statement by Mayor Oliver and Public Utilities Manager J.
J. Hackney:

Our present peak with the [Ontario Hydro-electric Power] Commission is
2600 hp and we will have approximately 1100 hp in prospect for this year
added for power users. This does not include any that may be required for
enlargements of our present industrial plants, and our own requirements in
light and water, but I feel safe in estimating that during the next 2 years we
will require easily 2500 hp in addition to our present peak. We have been
in exceptionally good luck during the past 2 or 3 years on account of good
water supply at Current River but if we should have a drought we would
require another 2500 hp. This would practically use up our 5000 hp. If
Fort William was to contract for 4000 hp this would potentially use up to
10,000 hp. It would take at least 2 years to develop Dog Lake so if Fort
William undertakes a contract with the Commission it is very evident that
something should be commenced on Dog Lake at the earliest possible
moment.>®

In the opinion of the Port Arthur Public Utilities Commission Kam Power could not meet
the potential growth because the private company did not have water rights to Dog Lake.

Kam Power did add the final units to their station in 1914 when they added two 7000-hp

%8port Arthur Treasurer’s Reports, Mayor Oliver and Manager J. J> Hackney to
City Council, 9 March, 1914, TBA.



47
turbines which gave the plant a capacity of 35,000 hp.”® This was the last addition to

the Kaministiquia Power Company, their capacity remained at 35,000 hp until it was
purchased by Ontario Hydro in 1950. Meanwhile, Ontario Hydro continued to study the
power supply issue. The Commission had to decide if they where going to concentrate
on the supply for the twin cities only or if the new plan would serve the entire area
encompassing pulp and paper as well as the growing mining industry far away from the
cities at the head of the lake. Dog Lake could fill the demand for Fort William and Port
Arthur, but what of the growing industries elsewhere in the region?

By 1916, the previously-discussed arbitration had still not resolved the rate issue,
but they did agree that Port Arthur had been favoured somewhat over Fort William.%
Finally, the deadlock was broken. The Kaministiquia Power Company contract with the
city was due to expire in 1917 and a new agreement would be needed. The private
company did not accept the charges of discrimination against Fort William, but the city
remained adamant that there was a discrepancy in costs between Fort William and Port
Arthur. Fort William sent a strongly-worded report stating its position in the matter.
The report argued that the city had stood by the Kaministiquia Power Company during

the Dog Lake controversy and reminded the company that even though Port Arthur had

%Taber, Electricity and Fort William, p. 17. This newly-generated power was
transmitted from a newly-built substation at South Syndicate and Mary Streets.

6Taber, Electricity and Fort William, p. 24.
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turned its back, Fort William remained loyal. Despite this record of faithfulness, the city
paid higher rates for its power and suffered from less favourable rates than Port
Arthur.%! It became clear that the next agreement between the Kaministiquia Power
Company and the City of Fort William would have to be very different from the previous
ones.

There was a good deal of urgency in the rate matter since industrial expansion due
to pulp and paper activities in the area seemed imminent. The Fort William Hydro-
electric Commission felt it was imperative that the same conditions be created in Fort
William as existed in Port Arthur.®?> Port Arthur had no desire to adjust its agreements
with Ontario Hydro but, although the arbitration had failed to reach a decision, the
Kaministiquia Power Company would have to accept less favourable terms from Fort
William. Negotiations to replace the first ten-year contract began in 1916. The new
agreement proved to be far more favourable for Fort William. The rate in the 1907
agreement was $25/hp. The new rates were significantly lower: $22/hp for 1916; then,
$21/hp for 1917; and finally, $20/hp from 1918 to 1926. These new rates helped to
equalize the rates in Fort William and Port Arthur. Secondly, the Fort William Hydro-

electric Commission could enlarge its market. It could supply users under 25 hp, which

8'Fort William Treasurer’s Reports, Kam Power Report by Morris and Babe, City
Solicitors, 11 February, 1916, TBA.

52Fort William City Clerk’s Files, Fort William Hydro-Electric Commission Report,
N. D., 1914, TBA 4139.
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was much better than the old arrangement which limited it to 5 hp and under.®® There
was no denying that the pressure of Ontario Hydro had brought about more favourable
conditions for Fort William, nor could it be denied that the relationship between Kam
Power and Fort William remained strained. Just as Port Arthur had been drawn towards
Ontario Hydro because of its difficulties with Kam Power, Fort William was now going
down the same path.

It was now Ontario Hydro’s turn to alleviate fear in Fort William of unequal
treatment for Port Arthur and to promote the idea of public power among the citizens of
Fort William. In 1917, the City of Fort William issued a report stating its position with
regards to public power. The city doubted that a level playing field with Port Arthur
could be developed since it had to contend with Kam Power while Port Arthur had no
competition for electrical customers in their city. The Commission reasoned that the
city’s hydro utility would have to absorb the cost of competition with Kam Power.
Predictably, they felt rates in Fort William would be higher as a result.* Clearly, Kam
Power was coming to be seen as a competitor in Fort William, not an ally as it had been
earlier. Port Arthur’s contract with Ontario Hydro put pressure on the Kaministiquia

Power Company to make adjustments, which they did, but the damage had already been

83Fort William City Clerk’s Files, Kaministiquia Power Company Supplementary
Agreement, N. D., 1916, TBA 4139, Folder #86.

84Fort William City Clerk’s Files, F. R. Morris, City Solicitor to A. McNaughton, City
Clerk, 2 April, 1917, p. 1, TBA 4139, Folder #183.
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done. Kam Power was now seen as preventing the Fort William Hydro-Electric
Commission from maximizing its potential. Added to the difficulties with Kam Power
was the even lower price realized by Port Arthur from the operation of the Current River
station which was used to keep the load factors down and which in turn led to lower
power rates for the community.%

The Kaministiquia Power Company found itself in a very difficult position and,
like some companies in Southern Ontario, could not save its relationship with the
municipality.®® Finally, on January 2, 1917, after much debate, a plebiscite was held
and the Fort William voters were asked whether they wanted to go with Ontario Hydro
or remain associated with Kam Power. The vote was 700 to 61 in favour of Ontario
Hydro. Obviously, the promise of power-at-cost coupled with the long-standing rate
controversy swung the vote.® Many differences could be solved if each city was

supplied by the same agent, Ontario Hydro. Ontario Hydro secretary E. E. Pope put

%%bid., pp.1-2.

%H. V. Nelles, The Politics of Development: Forests, Mines and Hydro-Electric
Power In Ontario, 1849-1941 (Toronto: MacMillan Canada, 1974), chapter 6. The
Electrical Development Company was unable to deal effectively with Ontario Hydro
and this led Toronto to join Ontario Hydro. Once the firm and Hydro developed an
adversarial relationship the Commission managed to create a negative public view of
the company which led the ratepayers to vote in favour of joining Ontario Hydro over
the private company. Beck was a master at manipulating the press and the actions
of the companies in Hydro’s favour. Many private firms had a difficult time
negotiating and co-existing with the public threat.

87Taber, Electricity and Fort William, pp. 31-2.
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many of the fears of unequal treatment to rest in a letter to the Fort William Hydro-
Electric Commission. As in Port Arthur, Ontario Hydro would still allow the
municipality to sell power to customers, but it alone would supply power to the city. The
standards set by Hydro would be beneficial in terms of contracts, operations, and
financial concerns. Pope reasoned that many benefits would accrue if Fort William
joined Ontario Hydro.%® Hydro was not the only organization the City Clerk consulted,
since he also wrote to American pressure groups which predictably had nothing good to
say about public power. They reasoned that enormous debt would add up due to
inefficient operations by Ontario Hydro. Also Hydro was encroaching on private
enterprise with their exploits.®Finally, on September 19, 1917, the city of Fort William
voted to join Ontario Hydro by a margin of 548 to 82. On October 9, 1917, By-Law
#1815 was passed. Fort William would join Ontario Hydro as soon as the ten-year
Kaministiquia Power Company contract had expired.”

As stated earlier, these utilities provided income for the cities and were able to

pay for themselves. Although the data series available for Port Arthur are less complete

58Fort William City Clerk’s Files, E. E. Pope, Ontario Hydro Secretary to A.
McNaughton Fort William City Clerk, 26 July, 1917, TBA 4139, Folder #103.

590rganizations such as the National Electric Light Association were well-known
lobby groups opposing public power were consulted.

’OFort William City Clerk’s Files, Copy of By-Law
#1815, 9 October, 1917, TBA.
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than those of Fort William, one can see important trends. Generally, just as in the
previous era, Port Arthur earned far more revenue than Fort William from the sale of
power.”! Kam Power took up much of the market in the larger customer sector due to
the ten-year contracts. Despite the difficulties and supply problems, the utilities were
fairly successful as can be seen from the statements of the era.<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>