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REPORT OF THE JOINT SPECIAL COMMITTEE
APPOINTED TO INVESTIGATE CERTAIN
QUESTIONS RELATING TO THE BOSTON
ELEVATED RAILWAY COMPANY.

[Metropolitan Affairs.]

Boston, Mass., January 5, 1934

To the Honorable Senate and House of Representative

The Joint Special Committee, created under the pro-
visions of chapter 49 of the Resolves of 1933, submits the
following report.

Resolve Creating the Committee.
The Committee’s authority is contained in the following

resolve, enacted by the Legislature and approved by His
Excellency the Governor July 13, 1933:

Cfje Commontoealtf) of S^aggacJnisetts

Chapter 49.

Resolve providing for an Investigation by a Joint Special
Committee of the General Court of Certain Questions
RELATING TO THE BOSTON ELEVATED RAILWAY COMPANY.

Resolved, That a joint special committee, consisting of two members
of the senate to be designated by the president thereof and five mem-
bers of the house of representatives to be designated by the speaker
thereof, is hereby authorized to sit during the recess of the general court
to investigate questions relating to the ownership, management and
operation of the Boston Elevated Railway Company as follows: —•

(a) Whether the existing method of assessing deficits in the operation
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of said company is impractical and unfair to the cities and towns
assessed, and if so, what other method or methods of making such
assessments would be practical and on a basis that would be fair and
just with respect to said cities and towns;

(6) What additional provisions, if any, or what changes, if any, in
isting provisions relating to the refunding of maturing obligations of

aid company should be made;
(c) What financial obligations might devolve upon the common-

wealthor the Boston metropolitan district in the event of the acquisi-
tion of the properties of said company either by eminent domain or
under the option granted by section seventeen of chapter three hundred
and thirty-three of the acts of nineteen hundredand thirty-one;

(d) What form of continuous and unhampered management of the
properties of said company without legislative interference, in the
event of their acquisition as aforesaid, would be constitutional;

(e) Whether the sale of the power plants and appurtenant properties
of said company is desirable;

(/) Whether the sale of power by said company to the Eastern
Massachusetts Street Railway Company or other public utilities is
desirable.

Said committee may expend for expenses and clerical and other
assistance such sums, not exceeding, in the aggregate, twenty-five hun-
dred dollars, as may hereafter be appropriated, the same to be assessed
upon the several cities and towns included in the Boston metropolitan
district in the manner provided in section twelve of chapter three hun-
dred and eighty-three of the acts of nineteen hundred and twenty-nine
for the assessment of the expenses of said district. Said committee
shall report to the general court its findings and its recommendations,
if any, together with drafts of legislation necessary for carrying said
recommendations into effect, by filing the same with the clerk of the

use of representatives on or before the first Wednesday of December
n the current year. [Approved July 13,

In accordance with the provisions of this resolve, the
President of the Senate appointed to the Committee Hon.
J. Frank Hughes of Danvers and Hon. James E. Warren
of Lawrence, and the Speaker of the House appointed
Representatives Albert F. Bigelow of Brookline, John
V. Kimball of Malden, Hollis M. Gott of Arlington,
Patrick J. Welsh of Boston, and Robert V. Lee of Boston.

The Committee organized at the State House, August

Introduction.

Chapter I.
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14, 1933, and elected Senator Hughes as chairman and
Representative Kimball as vice-chairman. Daniel J.
Lynch of Belmont was chosen secretary.

The Committee has held several executive sessions as
well as three public hearings during which the various
questions included in the resolves were thoroughly dis-
cussed. The public hearings were held at the State House
on Tuesday, September 19, Wednesday, September 20
and Tuesday, October 3.

Invitations to express their views were sent to the
mayors of the cities and selectmen of the towns of the
Metropolitan District served by the Boston Elevated, as
well as to city solicitors and town counsel. Also invited
were officials of the Boston Elevated, including the Public
Trustees, General Counsel and Board of Directors, officials
of the Edison Electric Illuminating Company of Boston,
Eastern Massachusetts Street Railway, Boston Chamber
of Commerce, Massachusetts Savings Bank Association,
Massachusetts Trust Company Association. Massachu-
setts State Federation of Labor, Boston Carmen’s Union,
Metropolitan Transit Council, Department of Public
Utilities, Trustees of Boston Metropolitan District, Bos-
ton Transit Department, members of the Legislature from
the Boston Metropolitan District, and scores of others
who might have interest in the subject matter of the
investigation.

The first day’s hearing was devoted exclusively to the
question, “Whether the existing method of assessing
deficits in the operation of said company is impractical
and unfair to the cities and towns assessed, and if so, what
other method or methods of making such assessments
would be fair and just with respect to said cities and
towns.”

On the second day the Committee heard views on the
two questions involving power: (1) whether the sale of
the power plants and appurtenant properties of said com-
pany is desirable; (2) whether the sale of power by said
company to the Eastern Massachusetts Street Railway
Company or other public utilities is desirable.
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The final hearing was devoted to the remaining three
questions: (1) What additional provisions, if any, or
what changes, if any, in existing provisions relating to the
refunding of maturing obligations of said company should
be made? (2) What financial obligations might devolve
upon the Commonwealth or the Boston Metropolitan
District in the event of the acquisition of the properties
of said company, either by eminent domain or under the
option granted by section 17 of chapter 333 of the Acts of
1931? (3) What form of continuous and unhampered
management of the properties of said company without
legislative interference, in the event of their acquisition
as aforesaid, would be constitutional?

A series of executive sessions was held after public
hearings closed during which time the Committee was in
communication with the Attorney General and Henry D.
Wiggin, Esq., counsel to the House of Representatives.

The Committee desires at the outset to express its
thanks for the co-operation extended by public bodies and
individuals during their deliberations. The members are
grateful to H. Ware Barnum, Esq., general counsel for the
Public Trustees of the Boston Elevated Railway, for his
co-operation in furnishing detailed information, statistics,
charts, etc., as requested by the Committee.

Early History of Boston Elevated Railway
Company.

To obtain a clear picture of the problems confronting the
Boston Elevated Railway Company, one must go back to
its beginning and trace the events leading to the enact-
ment of the Public Control Act of 1918.

Although much has been written about the Elevated,
the Committee has found no comprehensive statement
covering the background of the road’s problems since the
report made by a joint committee of the Legislature in
1924. If for no other reason than to bring the record up
to date, in one report, the Committee believes it advisable
to review briefly the history of the Boston Elevated.

Chapter 11.
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The Boston Elevated Railway Company was incor-
porated under the provisions of an act passed on July 2,
1894. Three years later its charter was amended, and
it is from that time, 1897, that the actual history of the
company dates. Previously, in 1887, the West End Street
Railway Company was incorporated and almost immedi-
ately purchased, and consolidated practically all the
various companies operating street railways in Boston
and its vicinity.

In 1897 the newly incorporated Boston Elevated Com-
pany took a lease of the West End properties, the agree-
ment receiving the approval of the Board of Railroad
Commissioners. At that time there were no elevated
structures in the system and the only subway in existence
was the original Tremont Street Subway which had been
built by the city of Boston and leased to the West End
company.

The Boston Elevated, upon taking over the West End
properties, formulated a program which resulted in the
construction of elevated rapid transit lines. The charter
under which the road was operating provided that the
fare should not exceed 5 cents, and this provision could
not be changed by the Legislature for twenty-five years.

Then began the operation of the unified system of sur-
face and elevated lines, and from that time until the Pub-
lic Control Act became effective the following rapid transit
facilities were completed and put in operation:

Elevated lines from Sullivan Square to North Station and Nassau Street
to Forest Hills.

The Elevated on Atlantic Avenue
The East Boston Tunnel
The Washington Street Tunnel
The CambridgeSubway, including the Elevated connection and Beacon

Hill Tunnel.
The East Cambridge Viaduct Extension
The Boylston Street Subway,
The East Boston Tunnel Extension
The Dorchester Tunnel from Park Street to Broadway.
The Dorchester Tunnel from Broadway to Andrew Square
Also 200 miles of additional surface lines
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The cost of the elevated structures was borne by the
company itself, the money being raised by the public sale
of bonds and stocks at prices fixed by the Public Sendee
Commission or other state boards with similar authority.

The Cambridge Subway, which was also constructed
by the Elevated at its own expense, was purchased by the
Commonwealth in 1920, as provided by chapter 369 of the
General Acts of 1919. The price paid was the exact
original cost. The Boston subways were built for the city
by the Transit Commission, and were leased by the city
to the company, the rentals agreed upon being sufficient
to pay the interest on the original cost and instalments in
varying amounts as a sinking fund toward the payment
at maturity of the bonds issued by the city.

From 1897 until February 15, 1902, interest was paid
on subscription receipts at rates not exceeding per
cent. From 1902 until 1914 dividends were paid on the
stock of the company at the rate of 6 per cent per annum.
In that year 5 per cent was paid. It dropped to 5 per cent
in 1916 and to per cent in 1917, when dividends
stopped until after commencement of public control on
July J, 1918.

Since then dividends have been paid at the rate of 5
per cent for the first two years, 5V2 per cent for the next
two years, and 6 per cent from July 1, 1922, to July 1,
1931. Since then it has been 5 per cent. Dividends at
the rate of 8 per cent on the preferred and at the rate of 7
per cent on the common stock of the West End Street
Railway Company were regularly paid as part of the
rental under the West End lease to the Elevated until at
the expiration of the lease on June 10, 1922, the West End
was merged with the Elevated under the provisions of
chapter 740 of the Acts of 1911, and the West End 8 per
cent preferred was exchanged for Elevated 8 per cent first
preferred, and the West End common, which had been
paying 7 per cent, was exchanged for Elevated 7 per cent
second preferred.

The average price received by the company upon its
outstanding common stock was $111.34 a share. The
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dividend of 6 per cent upon this price gives a yield on the
actual investment of about 5.4 per cent. The present
dividend rate of 5 per cent gives a yield of less than
per cent.

An indication of the tremendous increase in costs as
compared to the increase in population and revenue pas-
sengers is seen in the following comparison. The total
amount of invested capital upon which interest and divi-
dends had to be paid, including subways on which rentals
had to be paid, was only $25,000,000 in 1897 as compared
with $135,000,000 in 1919, an increase of 436 per cent.
On the other hand, the population served increased by
only 56 per cent and the revenue passengers by only 88
per cent.

In passing it may be noted that since 1919 the total
amount of invested capital has increased to $177,000,000
as of December 31, 1932. Of this amount, $58,086,000 is
the investment of the city of Boston in subways and tun-
nels, and $8,229,000 of the Commonwealth in the Cam-
bridge Subway.

At the same time wages were increasing, and with ex-
penses so much greater, it was becoming evident soon
after 1912 that the revenue obtained from the 5-cent fare
could not long meet the requirements of the road. By
1916 the company’s credit was gone and legislative assist-
ance became inevitable. The stock of the company was
below par on the market so that no further stock issues
could be made and all the bonds allowed by existing law
had been issued.

Realizing the situation, the Board of Directors of the
Elevated wrote to Governor McCall on May 22, 1916,
asking him to request the Legislature to authorize the
appointment of a commission to report back to the next
General Court as to whether or not in its opinion it was
advisable for the Commonwealth to take action, either
legislative or otherwise, with a view to enabling the com-
pany to obtain a net revenue adequate for its corporate
and public purposes, and if so, what action.

A,s a result of this request, a special commission was
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appointed, including in its membership the members of
the Public Service Commission and the Boston Transit
Commission. In February, 1917, the commission filed its
report (Senate No. 344 of 1917) in which it recommended
certain measures for relief, principally the purchase of the
Cambridge Subway. The Legislature enacted a bill based
on this report and provided for the continuance of investi-
gation by the Public Service Commission, as recommended,
but did not at that time provide for the purchase of the
subway.

Under the authority contained in this act, chapter 373
of the Special Acts of 1917, the Public Service Commis-
sion investigated further and reported on February, 1918
(House, No. 1240 of 1918), recommending a plan of public
control and management for the Elevated property.

A bill providing for such action was also submitted, and
in 1918 the matter was discussed and an act passed by the
Legislature as the Public Control Act, which was ap-
proved May 22, 1918, and became chapter 159 of the
Special Acts of 1918.

The Elevated Since 1918.

The first Public Trustees were appointed by the Gov-
ernor on June 26, 1918, and were -

John F. Stevens.
William M. Butler
Galen L. Stone.
Louis A. Frothinsham
Stanley R. Miller

They took office on July 1, 1918, the date of the com-
mencement of public control.

On October 25, 1918, Samuel L. Powers was appointed
in place of Louis A. Frothingham, resigned.

On December 31, 1918, James F. Jackson was appointed
in place of William M. Butler, resigned.

On February 5, 1919, Winthrop Coffin was appointed
in place of Galen L. Stone, resigned.

Chapter 111.
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On May 31, 1922, J. Frank O’Hare was appointed in
place of John F. Stevens, deceased.

On August 26, 1925, Andrew Marshall was appointed
in place of James F. Jackson, resigned.

On September 14, 1927, Edward E. Whiting was ap-
pointed in place of Andrew Marshall, resigned.

The terms of office of the Trustees expired June 30,
1928, but under the statute they held office until their
successors were appointed and qualified.

On December 19, 1928, Henry I. Harriman, Charles H.
Cole, George B. Johnson, Stanley R. Miller and Edward
E. Whiting were appointed.

On September 25, 1929, Ernest A. Johnson was ap-
pointed in place of Stanley R. Miller, resigned.

The present Trustees are

Henry I. Harriman
Charles H. Cole.
Ernest A, Johnson.
(Icnrce B. Johns'
Edward E. Whiting

The management and control of the Elevated is thus
placed in the hands of the five Trustees, in effect the Com-
monwealth taking a lease on the property and transferring
control from the private owners to the Public Trustees.

The two outstanding responsibilities of the Trustees
became to establish the service upon a self-supporting
basis, and bring the road to a condition suitable for
operation.

Under the act the Trustees are given the power to regu-
late and fix fares and to determine the character and extent
of the service and facilities to be furnished by the com-
pany. The rate of fare is to be fixed so that it will reason-
ably insure sufficient income to meet the cost of service,
including operating expenses, rentals, interest, deprecia-
tion, fixed dividends on all preferred stock, and dividends
on the common stock as provided in the act.

As regards the fixing of fares, the Trustees made several
changes. The 5-cent fare was raised to 7 cents on August
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1, 1918, and in December of the same year it was increased
another cent. The 8-cent fare was given a seven months’
trial, but the receipts proved inadequate, so that the re-
sults of operation for the year ending June 30, 1919,
showed a total deficit of $4,980,151.67. Of this amount,
$1,000,000 was taken from the reserve fund, and in ac-
cordance with the terms of the statute the balance amount-
ing to $3,980,151.67 was assessed upon the cities and
towns served by the railway. After this assessment the
employees received a wage award in July, 1919, which was
retroactive and increased the wages for May and June
by $435,348.46, thereby increasing the deficit by that
amount. The assessment on the cities and towns was in
the nature of a loan and has since been paid back. (See
Appendix A.)

The fare was increased to 10 cents on July 10, 1919, and
has remained as the basic fare since, although certain local
routes enjoy a 5-cent rate.

These local fares, inaugurated March 21, 1921, were
greatly extended. For the fiscal year ending December
31, 1923, the local fare passengers amounted to 25.75 per
cent of the total revenue passengers, or 98,000,000 pas-
sengers at a 5-cent rate. By June 30, 1924, the average
receipts per revenue passenger because of this lower fare
had fallen from 10 cents to 8.66 cents. In October, 1924,
the 5-cent fare was abolished, and the plan adopted was
to give the riders a choice of paying a single 10-cent fare
or buying tickets sold in strips of 5 for 30 cents, beginning
November 5, 1924. Then it became 6li cents on July 1,
1927, and reverted to a 5-cent local fare, eliminating all
transfer privileges on September 1, 1930.

In 1925, the local fare riders were only 16.38 per cent of
the total revenue passengers carried for the year ending
December 31. The percentage increased slightly in 1927
to 16.69 per cent, but in 1931 as the total revenue pas-
sengers decreased the local fare riders increased to 20.72
per cent, and in 1932, when the revenue passengers
dropped from 324,788,577 to 291,753,825, the local fare
riders amounted to 22.04 per cent of this total.

The average fare per passenger in recent years was,
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1925, 9.252 cents; 1927, 9.260 cents; 1931, 8.866 cents;
and 1932, 8.788 cents.

The wages paid each year constitute a major item in
figuring the cost of operating the railway. Wage disputes
between the company and its employees are settled by
arbitration under the terms of a continuing contract dated
May 1, 1933, originally made prior to the Public Control
Act between the union and the company.

Under this contract the union appoints one arbitrator,
the company or Trustees appoint one arbitrator, and these
two select a third, who is the chairman.

In 1912 the labor cost per passenger to the Elevated
Company was 1.97 cents. In 1921 it was 4.6 cents, when
the uniformed men were getting 70 cents an hour. By
voluntary agreement this rate of pay was successively
decreased in 1921 and 1922 to 61 cents an hour for the first
six months of 1923. The rate was increased in October,
1923, to 70 cents an hour, retroactive to July 1, 1923, at an
estimated annual increase cost of about $1,800,000, and
again, on October of 1924, to 72Y2 cents, retroactive to
July 1, 1924, at an estimated annual increased cost of
about $500,000.

In 1925 the employees demanded a further increase in
wages of 22]/2 cents per hour, and the Trustees requested
a reduction of cents per hour. The Arbitration Board
refused to grant any increase or decrease in the rates per
hour, but increased the differential paid to operators of
one-man cars and buses from 8 cents to 10 cents per hour,
which differential has remained in effect to the present
time, and is now the highest in the country.

In 1926, by agreement, the existing rates were main-
tained, but in 1927, by voluntary agreement, the em-
ployees were placed upon a six-day week instead of a
seven-day week, and the rates per hour were increased to
75 cents in order to maintain the same average earnings
per week.

In 1928 voluntary settlement again was made, retaining
the same rates of pay, but granting to all employees one
week’s vacation with pay with certain restrictions.

In 1929, by mutual agreement, the same rates were
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continued in force for a period of two years, with provision
for ten days’ vacation with pay for the first year, and two
weeks’ vacation with pay for the second year, restricted
to men who had worked at least eight months during the
preceding year, and who had not been absent from duty
except for certain specified excuses more than twenty-
eight days.

In 1931, by voluntary agreement, the same rates were
continued in force.

In 1932, by voluntary agreement, the rates of pay of all
members of the Carmen’s Union were reduced 6 cents
per hour, making the rates for surface car motormen and
conductors on two-man cars cents per hour.

In 1933, the Trustees requested a further reduction of
15 per cent in the wages of all employees, while the Union
requested an increase of 11 cents per hour. The Board of
Arbitration awarded an increase of 2}y> cents an hour, but
granted four requests of the Trustees for changes in con-
ditions which would reduce operating expenses. This re-
duction, however, would not offset entirely the increase in
expenses from the increase in rates.

The wage cost per revenue passenger carried was 4.638
cents in 1925; 4.567 cents in 1927; 4.631 cents in 1931;
and 4.590 cents in 1932.

There has been expended by the Trustees between July
1, 1918, and June 30, 1933, approximately $48,584,000
upon road and equipment, either for entirely new property
or for replacement of worn-out property. This amount
has been expended to provide facilities necessary for the
efficient and economic operation of this railway, as
follows:

Cars and motor coaches 122,551,000
Car houses, shops and garages 6,733,000
Power houses and transmission of electricity . . • 8,175,000
Surface lines (track and line betterment) .... 6,551,000
Elevated structures and appurtenances .... 2,496,000
Miscellaneous improvements 2,055,000
Unfinished construction 23,000

Total $48,584,000
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When added to the total of $3,755,270.80, which had
been expended upon road and equipment in excess of any
capital issues at the time the Trustees took charge of the
railway property on July 1, 1918, it made a total to be
provided for during the fifteen years of public control of
approximately $52,340,000.

The money to provide for the above came from the
following sources:

Part of $3,000,000 Boston Elevated Railway preferred
stock issued in 1918 $2,000,000

Proceeds $3,000,000 Boston Elevated Railway bonds
issued June 1, 1923 2 820,000

Proceeds $1,926,000 Boston Elevated Railway bonds
issued Feb. 1, 1927 1,903,000

Proceeds from the sale of the Cambridge Subway to the
Commonwealth 7,868,000

Available from the depreciation charge, July 1, 1918, to
June 30, 1933 36,174,000

Proceeds from the sale of securities 283,000
Approximate amount received in settlement of fire losses . 1,150,000
Approximate cash proceeds resulting from the sale of real

estate properties 2,373,000
Total 154,571,000

Chapter IV.
(a) Whether the existing method of assessing deficits in the

operation of said company is impractical and unfair
to the cities and towns assessed, and if so, what other
method or methods of making such assessments would
be practical and on a basis that would befair and just
with respect to said cities and towns.

The Committee made a careful study of the existing
method of assessing deficits, and also the various possible
methods and combinations, in the hope of arriving at a
new and more practical assessment on the cities and towns
composing the Boston Metropolitan District. (See Ap-
pendix B for a table of suggested methods.)

Invitations were sent to the various cities and towns
affected, particularly stressing this phase of the investiga-
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tion. Although the cities and towns are more directly
affected by the deficits than any other feature of the Ele-
vated problem, there was little representation at the pub-
lic hearing held at the State House.

Officials of Boston and Cambridge registered opposition
to the existing method, while representatives of Brookline
and Arlington declared that for lack of a better method
the present system was preferable. No word was received
from any of the other cities and towns involved.

Admitting that the present method is not exactly
scientific, the members examined the various suggested
methods and then arranged other combinations, all in a
vain endeavor to agree on a more satisfactory method than
the one used. The majority of the Committee, therefore,
recommend that the present method be continued without
change.

A review of the system now used and a study of other
methods are offered to bear out the recommendation of the
majority of the Committee. The existing method is pro-
vided for in section 14 of chapter 159 of the Acts of 1918.
Therein it is provided:

In case the commonwealth shallbe called upon to pay to the trustees
or the company any amount under the provisions of sections eleven
and thirteen (which provides that commonwealth shall pay when
reserve fund is insufficient) such amount with interest or other charges
incurred in borrowing money for the purpose shall be assessed upon
the cities and towns in which the company operates by an addition
to the state tax next thereafter assessed in proportion to the number
of persons in said cities and towns using the service of the company
at the time of said payment, said proportion to be determined and
reported to the treasurer and receiver general by the trustees from
computations made in their discretion for the purpose.

The first deficit occurred in 1919, and in compliance with
the above section, traffic counts were taken on July 24,
25, 26, 27 of 1919. (For the history of this 1919 loan
assessment see Appendix A.)

On October 21 of 1919, the city of Chelsea assailed the
constitutionality of chapter 159, on the ground that the
power vested thereby in the Trustees to determine how
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much and in what proportion the cities and towns shall be
obliged to contribute to make up the deficit arising from
the operation of the railway is contrary to Article 12 of
the Declaration of Rights of the Constitution of Massa-
chusetts, in that thereby the petitioner is deprived of its
estate and property without due process of law.

In an opinion of the Supreme Judicial Court of Massa-
chusetts, 237 Mass. 422, the act was held constitutional,
and there was considerable other discussion not relevant
here. But in one portion of the decision there was a para-
graph which in the opinion of the majority of the Com-
mittee is still pertinent.

It said

The method followed by the Trustees in ascertaining the propor-
tion of persons in the several cities and towns using the service of the
railway company as the basis for the assessment and the computations
made therefor do not contravene any provisions of the Constitution.
Every rational presumption is made in favor of such a decision by the
Trustees. Actual count of persons boarding cars of the railway com-
pany in the several municipalities during periods fairly typical can-
not be said to be unjust. No better method has been suggested in
argument.

It might be added here that no better method has been
suggested in argument offered before this Committee.

The method followed in the current year for assessing
the deficit, similar to that in 1919 and 1932, as taken from
the official records of the Board of Public Trustees,
follows:

(a) A daily average shall be computed from the traffic counts here-
tofore authorized and taken on Friday, July 14, 1933, the date of the
payment from the Treasurer and Receiver-General of the Common-
wealth to this company and on the three succeeding days.

(6) Each city and town in which the company operates shall in
general be charged with the persons therein who actually use the
service of the company by becoming passengers therein and who pay
fare therefor.

(c) Persons who become passengers at or near the outside boundary
lines of the district served by the system or at junction points with
other street railway or bus lines and are making a through journey
from a point located in a city or town in which this company does not
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operate its lines shall be excluded from the computation; and in order
that passengers who start their journey within municipalities in which
the company operates may be charged to such municipality although
received from a connecting carrier or boarding at or near said boundary
lines or at or near boundary lines between the municipalities served
by the system, passengers shall be attributed to certain cities or towns
or excluded as follows, this determination of fact being based upon
traffic counts taken and careful observation and study made by of-
ficials of the company and reported to this Board.

The results of such a method of computation in 1932
and 1933 are stated in detail in Appendix C.

Naturally, Boston bears the heavy burden in any assess-
ment, and no matter what method was selected this would
continue to be true. Boston officials, of course, would like
to lessen this burden, and if a method could be worked out
that would reduce Boston’s assessment 1 or 2 per cent, the
Committee would be inclined to recommend it. This
reduction, however, would react unfairly on other cities
and towns. Even if Boston was reduced 2 per cent flat,
and this difference spread over the other cities and towns,
the result would not be satisfactory.

It must be borne in mind that Boston’s percentage is
gradually being reduced under the present method. For
instance, in 1919, Boston paid 71.9330 per cent of the
deficit, while in 1932 it paid 66.3766, and in 1933 it was
64.9186 per cent. If the assessment should be based on
population, as Boston officials recommend, of course the
percentage would immediately drop considerably. Based
on 1930 population, the percentage would be 54.1980.
Other cities and towns would be unfairly dealt with under
this arrangement, however, and the population basis is
manifestly unfair.

The Committee discussed the possibility of combining
population and valuation, which would reduce Boston
more than 2 per cent, but the adverse effect on other cities
and towns more than offsets the advantage for Boston in
the opinion of the majority of the Committee. The same
situation is true if the basis of revenue miles of cars and
motor coaches were added to the combination.

It is appreciated that the present method is unscientific
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and lacking in mathematical certainty, but the Committee
has been unable to discover one as fair and equitable.
The attitude of the Public Trustees of the Elevated on the
method of assessment of the deficit is that it is a matter
entirely up to the cities and towns involved and the Legis-
lature. The cities and towns have made no great effort
to change the present system, and this Committee, repre-
senting the Legislature, is unable to suggest a better
method. (See dissenting report, page 29.)

( b) What additional provisions, if any, or what changes,
if any, on existing provisions relating to the refunding
of maturing obligations of said company should be
made.

(c) What financial obligations might devolve upon the com-
monwealth or the Boston metropolitan district in the
event of the acquisition of the properties of said com-
pany either by eminent domain or under the option
granted by section seventeen of chapter three hundred
and thirty-three of the acts of nineteen hundred and
thirty-one.

0d) What form of continuous and unhampered management
of the properties of said company withoid legislative
interference, in the event of their acquisition as afore-
said, would be constitutional.

These three questions are naturally linked. Before
answering question ( b ), relating to the refunding of ma-
turing obligations, it is well to consider, first, the factors
involved in the other two problems.

Since the first deficit followed public control, in 1919,
there has been agitation for outright public ownership.
This demand increased with the reported deficits in 1932
and 1933, and was further emphasized only recently by
the supplementary report filed by Abraham C. Webber of
the Department of Public Utilities, recommending the
purchase of the Elevated by the Commonwealth or the
Metropolitan District.

Chapter V,
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The specific question asked this Committee in (c) of the
resolve is “what financial obligations might devolve upon
the commonwealth or the Boston metropolitan district
in the event of the acquisition of the properties.” The
Commonwealth has an option to buy granted by section
17 of chapter 333 of the Acts of 1931. And, of course, it
always has the right to take the property under its powers
of eminent domain.

The uncertainty of values that would be placed on the
property by a jury or other body would make the risk
too great to leave a proposition, involving $100,000,000,
to what may prove to be guesswork. The possibility that
the Commonwealth would suffer a loss through eminent
domain proceedings is just as great, if not greater, than
the reverse.

As far as the option goes, the price can be closely ap-
proximated as of the day of the sale. For instance, on
July 1, 1933, the net liabilities were $100,794,656.31. But
on August 1, 1933, they had changed to $98,267,147.98.
(See Appendix D and Appendix E for detailed figures.)
It is fairly certain that if the option were to be exercised
within the next year, the price to the Commonwealth or
the district would be approximately $100,000,000.

To take over the road at once would not mean that this
sum must be immediately raised. Public ownership can
materialize by the redemption of the capital stock, which
at present would amount to $22,801,976.16. This figure
is arrived at as follows; There are outstanding 238,794
shares of common stock. At the option price named in the
act of $lO5 a share, the amount to be paid would be $25,-
073,370. Under the terms of the Public Control Act,
when there is a deficit, and a loan assessment is made on
cities and towns of the district, one-half of this assessment
is to be deducted from the value of the common stock.
The deficits of 1932 and 1933 totalled $4,542,787.69, and
deducting one-half of this from the $25,073,370 figure
leaves the present obligation that would have to be
assumed, namely, $22,801,976.16.

Three alternatives confront this Committee as it seeks
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a solution of an admittedly serious condition of the road.
The first would be to recommend immediate public
ownership and have the General Court enact legislation
permitting the Metropolitan District to take over the
road at once and float a bond issue to care for the approxi-
mately $23,000,000 in stock. The second would have the
Legislature arrange to have the maturing bond issues of
the Elevated paid off through the Boston Metropolitan
District as it did in the current year. The third is to
recommend no action at the present time and wait until
1935 to determine a future policy.

After careful consideration, the majority of this Com-
mittee is of the opinion that the best interests of the public
will be served if the option contained in the Public Con-
trol Act is exercised at once. So much of the road is now
owned by public bodies, the Commonwealth itself, the
Boston Metropolitan District, and the city of Boston, that
it seems inconsistent to continue the present method of
public control and private ownership.

The majority of the Committee wishes to make it clear
that it does not consider the problem merely one of public
ownership versus private management. It is dealing with
a situation wherein this particular corporation is virtually
publicly owned at the present time. The real problem is
to decide what is the best course for all parties concerned,
especially the taxpayers who are paying the yearly deficits.
The majority of the Committee believes that in these
times of distress any relief that can be given to the tax-
payers of this district should be immediately initiated.

It is agreed by nearly all parties that eventually we will
come to public ownership. If we delay now, we will con-
tinue to pay dividends despite the fact the road is losing
money, and savings that can be made through public
ownership will be lost.

Admittedly the provision in the original act, guarantee-
ing these dividends, is the quarrelsome point that has
built up the agitation for public ownership. The deficits
of 1932 and 1933, and the possibility of another deficit in
1934, indicate that the situation is growing worse and not
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better. And this is said despite the belief of the Com-
mittee that the Public Trustees have accomplished fine
results in their efforts to reduce operating expenses.

The majority is of the belief that nearly $1,000,000
would be saved annually if the road were publicly owned.
This is based on the supposition that the approximately
$23,000,000 worth of bonds could be sold at a maximum
of 4 per cent, 1 per cent less than the guaranteed dividend
of 5 per cent. This, in itself, would show a saving of
nearly $240,000.

It has been argued that because of the necessity of a
sinking fund provision, should the district purchase the
road, for the time being at least the interest rates on the
bonds which would be issued to take over the common
stock would almost equalize the dividends now guaranteed
to stockholders. Actually, however, any money placed
in a sinking fund would become an asset and inure to the
benefit of the community.

In addition, the psychological advantage of ridding the
system of guaranteed dividends on a railway actually
losing money should overcome any objections to the
doubtful fact that no real financial gain would be made.

It is not our purpose to criticise the Legislature of 1918
for inserting such a provision as a guarantee of dividends
without any arrangements being made in the case of loss
of money, except to pass the burden to cities and towns.
But the fact remains that the method is unpopular and an
unfair and severe burden on the taxpayers of the district.
It is the greatest handicap of the road in gaining the good
will and opinion of the riding public, so necessary to any
such enterprise.

In addition to the termination of the guarantee of divi-
dends, public ownership would relieve the road of many
items of expense that must be borne now because of its
status as a private company. The savings in interest
charges on future refunding operations will be a tremen-
dous item. This became apparent as a result of the suc-
cess of the Boston Metropolitan District in disposing of
bonds last June. The district was able to sell them at a
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rate just over Z x/i per cent, as compared with the 6H> per
cent rate the company was forced to pay earlier.

Also under public ownership there will be no direct
Federal income taxes, thus saving a substantial sum. It
has been estimated that these savings, if the road were
publicly owned, would amount to $275,000. By the same
token, the bondholder will save money by having the
bonds exempt from this tax.

There would also be substantial savings by the elimina-
tion of gasoline taxes, a reduction on the amount paid
yearly on claims for personal injury, and in the amount of
interest on money to be borrowed.

Then, also, there is the opportunity for increased and
better service and transportation facilities under public
ownership.

The strongest argument offered against public owner-
ship at this time is the uncertainty of the financial market
and the conditions in general. It has been stated that it
would be impossible to float a bond issue of approximately
$23,000,000 at this time at such favorable terms as this
Committee suggests. Bankers who have appeared before
the Committee, and who have otherwise been interviewed,
have expressed this difficulty, but also they have stated
that the banks, holding so many Boston Elevated bonds,
would never permit Elevated bonds or district bonds to go
by default.

We know, as a result of an opinion of the Attorney
General, that it is possible to provide for continuity of
management without political interference under public
ownership. (See correspondence with Attorney General.)
We believe that public ownership is inevitable and must
come some time. Under existing conditions, which com-
pel cities and towns of the district to assume the deficits
yearly, we believe the Legislature should take immediate
action in order that the taxpayers may benefit by the
savings that can be made under public ownership.

We therefore recommend the accompanying draft
(Appendix F).
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The Attorney General has rendered an opinion indicat-
ing that it is possible to establish public management of
the railway that would be continuous and unhampered,
as suggested in (c) of the resolve.

The opinion of the Attorney General is explained in the
following letter:

The Commonwealth of Massachusetts,
Department of the Attorney General,

Boston, October 28, 1933.

Special Committee on Investigation of Certain Questions relating to
Boston Elevated Railway Company, Room 1,35, State House.

Gentlemen: You request my opinion upon the following ques-
tions;

Opinion of the Attorney General.
Chapter VI.

“1. In the event of the acquisition of the properties of the Boston
Elevated Railway Company by the Commonwealth or by the Boston
Metropolitan District, either by eminent domain or under the option
granted by 1931, c. 333, § 17, may the Legislature provide for the man-
agement and operation of such properties so as to ensure, for a certain
period of time, immunity from legislative changes?

“2. If your answer to Question 1 is in the affirmative, in what man-
ner may the Legislature so provide for the management and operation
of such properties?

“3. In the event that said district acquires such properties as afore-
said under authority of legislation in which it is declared that the
district shall have, hold and enjoy the same in its private or pro-
prietary capacity for its own property, and in which the terms and
conditions of such management and operation are defined, would legis-
lation thereafter enacted relative to such properties or their manage-
ment or operation be effective without the consent of the district?

“4. If your answer to Question 3 is in the affirmative, to what ex-
tent may such properties or their management or operation be affected
by such legislation, without the consent of the district?

“5. In the event that legislation is enacted establishing a board to
have the management and operation of properties to be so acquired
by said district and defining the terms and conditions of such man-
agement and operation, authorizing the issue of bonds and notes by
the district to provide funds for such acquisition, and providing that
such legislation shall be incorporated by reference in the terms and
conditions of such bonds and notes and shall constitute an essential
part of the contract or agreement of the district with the holders
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thereof, and, providing further, that until all of said bonds and notes,
together with interest thereon, shall have been paid in full, or a sum
sufficient for such payment shall have been set aside and deposited in
trust therefor, the composition of the board or the method of appoint-
ment or terms of its members shall not be changed by abolition of the
board or otherwise, would the Legislature be barred from making any
such change until after such payment or provision for payment?

“6. In the event that legislation is enacted establishing a board to
have the management and operation of properties to be so acquired
by said district and defining the terms and conditions of such man-
agement and operation, authorizing the issue of bonds and notes by
the district to provide funds for such acquisition, and providing that
such legislation shall be incorporated by reference in the terms and
conditions of such bonds and notes and shall constitute an essential
part of the contract or agreement of the district with the holders thereof,
and providing, further, that until all of said bonds and notes, together
with interest thereon, shall have been paid in full, or a sum sufficient
for such payment shall have been set aside and deposited in trust
therefor, the powers and duties of the board shall not be diminished
or abrogated except upon its petition or with its approval, would the
Legislature be barred from diminishing or abrogating any such power
or duty except as aforesaid until after such payment or provision for
payment?

“7. What would your answer be to Question 5 and Question 6 if
there were incorporated in the legislation referred to therein a provi-
sion that the district shall have, hold and enjoy the properties to be
acquired, in its private or proprietary capacity for its own property? ”

Leaving aside any element of impairment of contracts, such as you
have inserted in your fifth and sixth questions, and which I assume
you intended to eliminate from the preceding questions, I answer your
first question in the negative. In the event of the railway property
becoming public property its management is a matter for the Legis-
lature from time to time to determine in the light of the then existing
conditions.

I answer your third question in the affirmative. In my opinion,
the insertion of a provision that the district shall hold the property
in its private or proprietary capacity would not affect the power of the
Legislature to alter the provisions as to its management and control
The property would still be held for public use. See Higginson v.
Treasurer, 212 Mass. 583, 585; Boston v. Treasurer, 237 Mass. 403,
418. In any event, a legislative change in the provisions as to the
management and control of the property would not, in my opinion,
deprive the district of its property in such sense as to put the matter
beyond legislative control. See Broadhurst v. Fall River, 278 Mass
167, 171.



HOUSE —No. 1260. [Jan.24

I

I

As to your fourth question it is impossible for me to attempt to de-
fine the limits, if any, which might conceivably exist as to the power
of the Legislature in the premises. Generally speaking, the power of
the Legislature to alter the provisions as to management and control
would, in my opinion, be very broad.

I answer your fifth question in the affirmative. It is within the
power of the Legislature, in connection with the public acquisition of
the property to contract, or to authorize the district as a governmental
instrumentality to contract, with those who loan funds for the acqui-
sition of the property as to its management and control pending the
payment of the loans; and such contracts having been made, the
Legislature cannot impair them. See Opinion of the Justices, 190
Mass. 605; Opinion of the Justices, 261 Mass. 523, 552.

I answer your sixth question in the affirmative upon the ground
above stated.

My answer to your fifth and sixth questions would not be changed
by the insertion of the provision referred to in your seventh question.

Very truly yours
Joseph E. Warner,

Attorney General.

(e) Whether the sale of the power plants and appurtenant
properties of said company is desirable.

(/) Whether the sale of power by said company to the
Eastern Massachusetts Street Railway Company or
other public utilities is desirable.

Careful consideration was given by the Committee to
these two problems. A full day of public hearings was
devoted to a discussion of the power phase of the investi-
gation, and a considerable number of legislators, repre-
sentatives of the elevated and power companies, and other
interested citizens appeared before the Committee.

In general, the attitude of those who offered opinions
was similar. There was general unanimity against the
sale of the power plants and appurtenant properties, and
there was general agreement that the Elevated should be
permitted to sell excess power to the Eastern Massachu-
setts Street Railway Company, at least for its Chelsea
division.

The Boston Elevated generates all the power it requires
for the operation of its cars, and also for lighting and for

Chapter VII
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the operation of electrical equipment in its shops, car
houses, garages, etc.

Such a practice has been followed since the system was
electrified. The railway purchased power at different
times between 1906 and 1918, because its own generating
capacity was not sufficient to meet the increases in the
power requirement. The generating power system was
gradually developed, however, and the road discontinued
purchasing power.

The last instance of purchased power was in the period
between 1914 and 1918. A frequency changer was in-
stalled in the L Street plant of the Edison Electric Illumi-
nating Company in 1914 for the interchange of power for
the mutual protection of both companies.

This interchange of power was covered by a contract
which provided that the railway should pay $15,000 per
year for a period of three years as rent for the right to use
the equipment and 3 cents per K. W. H. for the power
provided.

During this period the company purchased 511,000
K. W. H. for which it paid, including the rental charge,
$60,330, or 11.8 cents per K. W. H. Under the interchange
contract, the Edison Company did not purchase any
power from the railway.

The railway owns and operates two alternating current
generating power stations. Both are located on the water-
front, one at East First and O streets, South Boston,
known as the “South Boston Power Station,” and the
other at Commercial and Battery streets, city proper,
known as the “Lincoln Power Station.”

In the South Boston station are the following turbine
generating units:

One 35,000 kilowatt unit installed in 1923.
One 40,000 kilowatt unit (this unit was installed in 191 G as a 35,000

kilowatt unit, and the capacity of it was increased to 40,000
kilowatts in 1922).

Three 15,000 kilowatt units installed in 1911 and 1912.
Total, 120,000 kilowatts.
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The installed boiler capacity at South Boston is suf-
ficient for the generation of 90,000 kilowatts.

The Lincoln station contains the following steam tur-
bine generating units:

One 35,000 kilowatt unit installed in 1932,
One 25,000 kilowatt unit installed in 1919 and rebuilt in 1932.
Total, 60,000 kilowatts.

The installed boiler capacity at Lincoln is sufficient for
the generation of 50,000 kilowatts.

Thus, together these plants have a total installed
generating capacity of 180,000 kilowatts. Sufficient
boiler equipment is installed in these two plants to give a
combined power output of 140,000 kilowatts.

Both power plants are provided with coal handling and
storage facilities suitable for unloading coal from large
steamers.

Bituminous coal is burned at both plants, being used
on stokers and pulverizers at the South Boston plant, and
on pulverizers exclusively at the Lincoln plant.

The investment in the railway’s generating power
stations, including the land, buildings, equipment and coal
handling machinery, is shown on the railway’s books as of
September 1, 1933, as $11,424,559.76.

In the year ending June 30, 1933, the cost of power
production at the generating plants was $0.00425 per
K. W. H.

The Board of Trustees of the Elevated consider the
matter of selling the power plants as closely connected
with the subject of paragraph (5) of the resolve, as to
what provisions, if any, should be made relating to the
funding of maturing obligations of the railway.

If legislation is enacted which provides for refunding Elevated bonds
through the issuance of district bonds, as was done in the case of the
retirement of the preferred stock of the company, the Board of Trustees
does not consider it to be in the public interest to sell the power plants
and appurtenant properties of the railway [the Trustees’ statement
said].
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The question of the rate of interest to be charged to the cost of gen-
erating power is an important factor in determining whether or not a
saving could be made by the sale of the plants and purchase of power.

There is, of course, involved a further question of public policy as
to whether, in view of the option to purchase the properties of the
company, the power plants which would be acquired if this option
were exercised should be sold.

The Board of Trustees were definite in their position on
paragraph (/) of the resolve. They said that they believe
the right should be given to them to sell to the Eastern
Massachusetts Street Railway, railroads, electric com-
panies and other public utilities, subject to the approval
of the Department of Public Utilities of any contracts
made for such sale.

F. Manley Ives, counsel for the Edison Electric Illumi-
nating Company, told the Committee that his company
takes no position on the matter. Discussing the offer
made to the Elevated for its power plants, Mr. Ives said
the Department of Public Utilities had originally made
the suggestion for the sale and set the value at $10,000,000.

The book value of the plants was $11,200,000, and
depreciation amounted to $4,000,000, giving a net value
of $7,200,000. The offer made by the Edison was $B,-
000,000, but before this Committee began its deliberations
the offer was withdrawn.

P. G. Carleton, general counsel of the Eastern Massa-
chusetts Street Railway, said the power plant of the
Eastern Massachusetts in Chelsea is antiquated and un-
economical and costs more to generate power than it would
to purchase it from the Boston Elevated.

Under the circumstances, the Committee felt that it
would be inadvisable under present conditions to allow
the Boston Elevated to sell its power plants and appurte-
nant properties. The future of the Elevated cannot possibly
be determined under existing conditions. It may become
necessary in the future, as suggested by the Public
Trustees, to arrange for the refunding of maturing obli-
gations of the railway, and then it would not be in the
public interest to have the power plants sold.
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On the other hand, the Committee can see no reason
why it would not only be in the interest of the Boston
Elevated and the Eastern Massachusetts, but also in the
interest of the public served by the two roads, to allow
the Boston company to sell surplus power to the Eastern
Massachusetts for its Chelsea division.

The Committee does not agree with requests for general
permission to sell power to any company or public utility,
but believes it should be limited solely to the Chelsea di-
vision of the Eastern Massachusetts.

The approval of the Department of Public Utilities
should be obtained to any contract calling for such sale,
and only power not required by the Boston Elevated
itself should be sold. The Boston Elevated also should not
be permitted to increase its generating capacity merely for
such sale. The Committee therefore recommends such
legislation and files herewith a draft. (See Appendix G.)

J. FRANK HUGHES, Chairman.
JAMES E. WARREN.
JOHN V. KIMBALL, Vice-Chairman.
ALBERT F. BIGELOW.
HOLLIS M. GOTT.
PATRICK J. WELSH
ROBERT V. LEE.
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We, the undersigned, dissent from so much of the report
under paragraph (a) of the resolve, as recommends that
no change be made in the method of apportioning the
deficits on the cities and towns of the Metropolitan Dis-
trict.

We believe that the present method is not only uncer-
tain but also unfair to the city of Boston. The traffic
count system is conjectural at best, and usually results in
guesswork that has caused hardship to the taxpayers in
Boston.

The ideal method, in our opinion, would be to take
population as the basis of computation. The service of
the Boston Elevated Railway Company is available to all
who live in the district served. Whether or not residents
of outlying districts choose to use this service is another
matter. It is a public system, ready for use, and all citizens
should bear the expenses equally.

Cities like Boston and Cambridge suffer seriously
because of the fact that residents of other communities
passing through these municipalities are included in any
traffic count made as local residents. There is no certain
way of ascertaining the home city or town of each rider.

We dissent from this recommendation, therefore, and
recommend instead that the population of the cities and
towns of the district be used as the basis of computation.
This particular method is included in the table printed as

PATRICK J. WELSH.
ROBERT V. LEE.

DISSENTING REPORT.

Appendix B.
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We, the undersigned, dissentfrom that part of the report
of the majority which recommends the exercising of the
option to purchase the common stock of the Boston Ele-
vated Railway Company immediately.

In doing so, we do not intend to pass on the merits of
public ownership as such. We oppose this plan at this
time because of the great amount of money involved and
the uncertainty of financial conditions at the present time.

Exercising the option to buy the common stock at the
present option price of about $95 per share would require
the Metropolitan District to borrow nearly $23,000,000.
A bond issue of that size would be sold, if at all, only on
such unfavorable terms and at such a high rate as to bring
an added burden upon the cities and towns served by the
Elevated. Furthermore, it would necessitate the assump-
tion of the payment of all funded debt of the road amount-
ing to over $46,000,000. To place an additional burden
of $23,000,000 and a contingent liability of $46,000,000
upon the cities and towns of the district at this time would
endanger, if not destroy, their credit. The result of such
loss of credit would be disastrous.

It must be remembered that the act incorporating the
district expressly provides that the “territory and in-
habitants shall be jointly and severally liable for the debts
and obligations thereof.” The district now has over
$27,000,000 in bonds outstanding, and is committed to
issue $2,098,000 additional on March 1, 1934. If a fur-
ther issue of $23,000,000 district bonds, for which the
cities and towns would be jointly and severally liable, were
issued, the total would be over $52,000,000, or more than
the entire assessed value of such towns as Belmont and
Milton, and close to the total valuation of Arlington,
Chelsea and Watertown. If the $46,000,000 of contingent

DISSENTING REPORT.
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liability were added it would place a direct and contingent
debt on the municipalities of the district of $96,000,000.

On August 1, 1934, Elevated bonds amounting to
$1,581,000 mature. Owing to the present unsettled
financial conditions we believe that the financing of this
maturity can be best determined a few months hence
rather than at the present time.

A suggestion has been made that the district might be
authorized to purchase stock of the Elevated from time
to time at not exceeding $6O to $7O per share and finance
the same by the issuing of district bonds. Assuming that
the district will eventually have to take over the owner-
ship and operation of the Elevated, this method of pur-
chase would probably be the cheapest for the district.

This is a possible solution of the question of public
ownership, but there are so many legal points involved
that it requires more study than can be given it in the
limited time at the disposal of this Committee. We sub-
mit the suggestion for further study if it should be thought
feasible or desirable.

We believe that before the present emergency is passed
the cities and towns of the district may have to use their
credit for more pressing needs. Under the terms of the
option the minimum price at which the Elevated stock
may be purchased is $B5 per share. At the present rate
of deficit in the operation of the road, $B5 may be the
possible purchase price in another two years, or about
$2,300,000 below the present value.

Under all the circumstances, we feel that the wisest and
safest policy is to wait until the Legislature of 1935 con-
venes before adopting any definite course in relation to
the ultimate solution of the Elevated problem. By that
time the situation may have become somewhat clarified,
and we will know more definitely the financial status of
the company, the district and the country.

JOHN V. KIMBALL, Vice-Chairman.
ALBERT F. BIGELOW.
HOLLIS M. GOTT.
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History of the 1919 Loan Assessment on Cities and Town

Original Per-
Assessment. centage

Boston

Cambridge

Somerville
Brookline
Medford
Malden
Everett

Watertown
Arlington

Chelse

Newton
Belmont
Commonwealth of Massachusetts

Total

Assessment of Quincy and Stoneham assumed t

Appendix A.

Commonwealth of Massachusetts
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Based on traffic counts made July 24, 25, 26, 27, 1919, in accordancewith the provisions of section 14, chapter 159, Special Acts of 1918.

Repayments.
July, 1922
July, 1923
July, 1925

July, 1926
July, 1927
July, 1928
Aug,, 1931

$517,196 45
1,114,557 32

20,581 33
22,304 46
60,660 25

895,518 01

1,349,333 35 1

13,980,151 67
Interest charge also paid 59,920 00

$4,040,071 67

1Paid from trust fund for retirement Elevated 2d preferred stock (formerly West Endstreet Railway Company common stock).
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Loan Assessments on Cities and Towns Chapter 159, Special
Acts of 1918, as Amended.

1932 Assessment. 1933 Assessment.
Cities and Towns.

Per Cent. Amount. PerCent. Amount.

Boston 66.3766 51,178,409 53 64.9186 $1,787,289 65
Cambridge 8.4367 149,780 01 8.5531 235,477 46
Somerville 6.3690 113,071 33 6.1072 168,138 80
Brookline 3.7385 66,371 04 4.5104 124,176 91
Malden 3.1137 55,278 72 3.6147 99,517 18
Medford 2.9981 53,226 43 3.4001 93,608 97
Everett 2.0768 36,870 24 2.2718 62,545 48
Watertown 1.9601 34,798 42 2.0002 55,067 99
Arlington 1.5549 27,604 74 1.3296 36,605 54
Belmont 1.0046 17,835 05 1.0371 28,552 65
Chelsea 9437 16,753 87 1.0349 28,492 08
Newton 7911 14,044 71 .5711 15,723 09
Milton 6362 11,294 71 .6512 17,928 34

Total 100. $1,775,338 80 100. $2,753,124 14

Based on traffic counts made July 15, 16, 17, 18, 1932, and July
14, 15, 10, 17, 1933, in accordance with the provisions of section 14,
chapter 159, Special Acts of 1918.

In addition to the above amounts, the expenses of the Common-
wealth of Massachusetts for financing the loan assessments are also
assessed to cities and towns pro rata on above percentages. The
expenses were, for 1932, $8,261.20, and 1933, $6,063.55.

Appendix C.
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Acts of 1931, chapter 333, section 17, provides for the option
of the Commonwealth of Massachusetts to purchase all the
assets, property and franchises of the Boston Elevated Rail-
way, upon the assumption by the Commonwealth of all the
railway company’;

(a) Outstanding indebtedness.
(6) Outstanding liabilities.
(c) Redemption of capital stock

The amount the Commonwealth would pay
company under option to purchase would be the
ness, as follows:

to the railway
total indebted-

July 1, 1933
[a) Outstanding indebtedne

Funded debt unmatured
Total outstanding funded indebtedne $74,700,917 00

(6) Outstanding liabilitie
Current liabilities:

Loans and notes pay-
able $BOO,OOO 00

Audited accounts and
wages payable . 400,911 98

Matured interest, divi-
dends and rents
unpaid . . 367,618 13

Accrued interest on
funded debt . 1,170,673 29

Accrued rent of leased
roads . . 5,998 06

Accrued rent of sub-
ways and tunnels 68,837 50

Total current liabilities 12,814.038 96

Appendix D.

Deferred liabilities
Punch, badge and but-

ton deposits . $11,577 93
Water bills due

power stations . 3,280 67
Prepaid rent of prop-

500 00erty
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(5) Outstanding liabilities Con
Deferred liabilities Con.

Outstanding tickets
and checks unre-
deemed $53,636 54

Contractors’ deposits
for guarantee of
contract . . 1,284 05

Tax collected due
United States 8 21

Payments due on mo-
tor truck 2.634 94

Balance on pending
contracts when
completed 262,000 00

Balance of preferred
stocks unredeemed 57 969 04

Total deferred liabilities . $392,891 38
Accrued tax liabilities (estimated) . 1,395,800 00
Injury and damage liability (estimated) 1,422,244 36

Total outstanding liabilities $6,024,974 70

(c) Redemption of capital stock:
Common stock:

238,794 shares at $lO5 per share 15,073,370 00
1932 loan assessment $1,783,600 00
1933 loan assessment 2,759,187 69

Total loan assess-
ments . $4,542,787 69 •

One-half deductible from value of
common stock .... 2,271,393 84

Total cost of capital stock redemption 22,801,976 16

Total liabilities July 1, 1933 $103,527,867 86

Contra assets that could
be realized on -

Current assets:
Cash .... $1,451,321 16
Miscellaneousaccounts

receivable . . 114,293 99
Bonds .... 234,031 25
Mortgage notes .

.
211,096 50

Interest, dividends and
rents receivable . 18,409 15

Other current assets . 39,029 00

Total current assets $2,068,181 05

1 The deficits assessed in 1932 and 1933 amount to $4,542,787.69; one-half of this amount
wouldbe deducted from the amount payable under theoption, as shown above. The amount
of thedeficits which have been assessed, or any part thereof, would not be repaid to the cities
and towns unless the Legislature so provided in any act exercising the option, and conse-
quently is not shown as a liability to beassumed.

2 At book value; current market value, $159,750 (Sept. 5, 1933),
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(c) Redemption of capital stock Con.

Contra assets Con.
Deferred assets:

Funds invested $544,242 50 1
Insurance premiums

paid in advance . 120,788 00

Total deferred assets $665,030 50

Total contra assets $2,733,211 55

Net liabilities July 1, 1933 .... $100,794,656 31
At book value; current marketvalue, $479,555 (Sept. 5, 1933)
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Acts of 1931, chapter 333, section 17, provides for the option
of the Commonwealth of Massachusetts to purchase all the
assets, property and franchises of the Boston Elevated Rail-

■alth of all theway, upon the assumption by the Commonwe
railway company’s

(a) Outstanding indebtedness.
(b ) Outstanding liabilities.
(c) Redemption of capital stock

The amount the Commonwealth would pay
company under option to purchase would be the
ness, as follows:

to the railway
total indebted-

August 1, 1933.
(a) Outstanding indebtedness

Funded debt unmatured.
. $74,700,917 00Total outstanding funded indebtedness

(b) Outstandingliabilities:
Current liabilities:

Loans and notes pay-

able . $400,000 00
Audited accounts and

wages payable . 387,882 94
Matured interest, divi-

dends and rents
unpaid . . 444,330 38

Accrued interest on
funded debt 1,086,484 55

Accrued rent of leased
roads . . 109,361 21

Accrued rent of sub-
ways and tunnels 301,681 51

Total current liabilities 59$2,729,740

Deferred liabilities:
Punch, badge and but-

$11,549 2'ton deposits
Water bills due

2,151 99power stations
Prepaid rent of prop-

500 00erty

Appendix E.
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(6) Outstanding liabilities Con.
Deferred liabilities Con.

Outstanding tickets
and checks unre-
deemed

Contractors’ deposits
for guarantee of
contract

Tax collected due
United States

Payments due on mo-
tor truck

Balance on pending
contracts when
completed

Balance of preferred
stocks unredeemed

Total deferred liabilities
Accrued tax liabilities (estimated)
Injury and damage liability (estimated)

50 00
1,431,924 80

Total outstanding liabilities $5,276,709 46
Redemption of capital stock

Common stock:
238,794 shares at $lO5 per share

1932 loan assessment $1,783,600 00
1933 loan assessment 2,759,187 69

25,073,370 00

Total loan asses;
ments . $4,542,787 69

One-half deductible from value of
common stock . 393 84

Total cost of capital stock redemptior ,801,976 16

Total liabilities August 1

Contra assets that could
be realized on

Current assets:
Cash
Miscellaneous account

receivable
Bonds .

Mortgage notes
Interest, dividendsand

rents receivable
Other current assets

Total current assets

1 The deficits assessed in 1932 and 1933 amount to $4,542,787.69; one-half of this amountwould be deducted from the amount payable under the option, as shown above. The amountof the deficits which have been assessed, or any part thereof, would notbe repaid to the citiesand towns unless the Legislature so provided in any act exercising the option, and conse-quently isnot shown as a liability to be assumed.
2At book value; current marketvalue, $159,750 (Sept. 5, 1933)
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(c) Redemption of capital stock • —• Con
Contra assets Con.

Deferred assets:
Funds invested . . $544,242 50 1
Insurance premiums

1 At book value: current market value, 5479.555 (Sept. 5, 1933).
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In the Year One Thousand Nine Hundred and Thirty-Four

An Act providing for the Purchase by the Boston Metro-
politan District of the Whole Assets, Property and
Franchises of the Boston Elevated Railway Company
under the Existing Option and for the Operation of the
Transportation System so Purchased.

Be it enacted by the Senate and Rouse of Repre-
sentatives in General Court assembled, and by the
authority of the same, as follows:

1 Section 1. The Boston metropolitan district, here-
-2 inafter called the district, a political subdivision of the
3 commonwealth created by chapter three hundred and
4 eighty-three of the acts of nineteen hundred and
5 twenty-nine, is hereby empowered to purchase the
6 whole assets, property and franchises of the Boston
7 Elevated Railway Company, hereinafter called the
8 company, by the exercise of the option set forth in
9 section seventeen of chapter three hundred and thirty-

-10 three of the acts of nineteen hundred and thirty-one
11 in accordance with the provisions thereof. The trus-
-12 tees of the district are hereby authorized and directed,
13 in the name and on the behalf of the district, to notify
14 the company that the district elects, as of a day not
15 later than the day of , nineteen

Appendix F
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16 hundred and ,
to exercise such option, and

17 said trustees are authorized to take any action in their
18 judgment necessary, proper or advisable in order to
19 effectuate said purchase by the district. In case of
20 any disagreement between the distinct and the com-
-21 pany as to the purchase price, it shall be determined
22 by the department of public utilities, subject to re-
-23 view by the supreme judicial court sitting within and
24 for Suffolk county, on petition of either party filed
25 within days after the rendition of the de-
-26 partment’s decision.

1 Section 2. For the purpose of providing the funds
2 necessary to effect said purchase and to pay indebt-
-3 edness and liabilities assumed as part of the terms
4 thereof, the district shall issue its bonds under and in
5 the manner provided in section ten of chapter three
6 hundred and eighty-three of the acts of nineteen
7 hundred and twenty-nine, and section two of chapter
8 one hundred and forty-seven of the acts of nineteen
9 hundred and thirty-two, and the provisions of said

10 sections shall apply thereto in the same manner and
11 to the same extent as if such bonds of the district
12 were specifically authorized in said chapter three hun-
-13 dred and eighty-three. The provisions of section
14 eleven of said chapter three hundred and eighty-three
15 shall not apply to receipts from or on account of any
16 property or properties acquired under authority of
17 this act or from the operation thereof. There shall be
18 established for the payment of the bonds issued under
19 authority of this section a sinking fund into which
20 there shall annually be paid as a part of the current
21 expenses of the district such amount as the trustees
22 of the district in their discretion shall annually deter-
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23 mine to be sufficient to provide for the payment of the
24 principal amount of each issue of such bonds then
25 outstanding, at the expiration of years from
26 the date of issue.

1 Section 3. When the purchase provided for by
2 section one is consummated, the board of trustees of
3 the Boston Elevated Railway Company shall become
4 officers of the district under the title of the board of
5 transportation of the district. Upon the expiration
6 of the terms of office of members of said board or in
7 case of any vacancy therein, their successors shall be
8 appointed and qualified in the same manner and for
9 the same term as provided in chapter one hundred

10 and fifty-nine of the special acts of nineteen hundred
11 and eighteen, and the provisions of said chapter
12 relative to removal of such a member and to organ-
-13 ization and action by the board shall apply. The
14 members of said board shall continue to receive the
15 same compensation as heretofore, but payable by the
16 district instead of by the company. When the pur-
-17 chase provided for by section one is consummated, all
18 officers and employees of the company, except the
19 board of directors and employees of said board, shall
20 become officers and employees of the district, subject
21 to supervision, control and removal by or under the
22 authority of the board of transportation.

1 Section 4. Said board of transportation shall take
2 and have possession on behalf of the district of all
3 properties purchased or acquired under authority of
4 this act, and shall have authority, which shall be ex-
-5 elusive, in the name and behalf of the district to sell
6 and convey or lease or let any of such property or any
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7 interest therein which in its opinion is not required or
8 cannot advantageously be used in the operation of the
9 transportation system so acquired.

10 Said board shall keep account of all receipts and ex-
-11 penditures divided as between income receipts and
12 expenditures and capital receipts and expenditures,
13 and in other respects as required by the laws of the
14 commonwealth applicable to street railway companies,
15 and shall file like reports with the department of
16 public utilities as required of such companies.
17 It shall be authorized to expend moneys received
18 by it from the sale of capital assets, and such amounts
19 as are charged to cost of service for depreciation,
20 obsolescence and losses in respect to property sold,
21 destroyed or abandoned, for the purchase, construc-
-22 tion or acquisition of substitute or additional prop-
-23 erties for use in connection with the transportation
24 system so acquired.

1 Section 5. The board of transportation of the
2 district, in the name and on behalf thereof, shall
3 manage and operate the transportation system and
4 all properties purchased or acquired by the district
5 as herein provided, and for such purposes may exercise
6 all the powers heretofore vested in and exercised by
7 the board of trustees of the company, but in the name
8 and behalf of the district instead of the common-
-9 wealth or the company; provided, that no new rapid

10 transit extension and no new surface street railway
11 line more than one thousand feet in length shall be
12 constructed, and no contract for the use or operation
13 or lease of any subways, elevated or surface street
14 railway lines in addition to those included in any such
15 contract in force on the effective date hereof shall be
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16 entered into, unless authorized by the general court.
17 Except as herein otherwise provided, said board shall
18 continue to manage and operate the transportation
19 system and other property or properties so acquired in
20 all respects in the same manner and with the same
21 powers as immediately prior to said effective date,
22 and said district acting through said board shall have
23 and exercise all franchises of and powers conferred by
24 general or special laws upon the company with re-
-25 spect to the construction, operation, maintenance and
26 repair of transportation facilities or to properties ap-
-27 purtenant or incidental thereto or so acquired.

1 Section 6. The board shall from time to time fix
2 such rates of fare and charges for services furnished or
3 operated as in its judgment is best adapted to ensure
4 sufficient income to meet the cost of the service which
5 shall include operating expenses, taxes, rentals, interest
6 on all indebtedness of the company assumed by the
7 district and still outstanding, and interest (including
8 amortization of discount or premium) on bonds or
9 notes of the district issued under this act, such allow-

-10 ance as it may deem necessary or advisable for de-
ll predation of property and for obsolescence and losses
12 in respect to property sold, destroyed or abandoned,
13 and all other expenditures and charges which under
14 the laws of the commonwealth now or hereafter in
15 effect applicable to street railway companies are prop-
-16 erly chargeable against income or surplus, subject,
17 however, to the authority granted to the metropolitan
18 transit council by section three of chapter three hun-
-19 dred and thirty-three of the acts of nineteen hundred
20 and thirty-one.
21 Said board shall have the right to regulate and fix
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22 fares, including the issue, granting and withdrawal of
23 transfers and the imposition of charges therefor, and
24 shall determine the character and extent of the serv-
-25 ices and facilities to be furnished, and in these respects
26 their authority shall be exclusive and shall not be
27 subject to the approval, control or direction of any
28 state, municipal or other board or commission.

1 Section 7. Except as herein otherwise provided,
2 the provisions of chapter one hundred and fifty-nine
3 of the special acts of nineteen hundred and eighteen,
4 as amended, with reference to payments from and into
5 the reserve fund, to determination, certification and
6 payment of the amount of deficiencies or deficits in
7 the cost of the service, and to assessment and collec-
-8 tion thereof, shall govern the financing of the opera-
-9 tion by the district of the transportation system ac-

-10 quired under authority of this act; provided, that
11 wherever in such provisions the word “company”
12 appears, it shall, for the purposes of this act, be con-
-13 strued to refer to the district. If at any time the
14 board of transportation, in its opinion, has not suf-
-15 ficient cash to make the payments required in the
16 course of its management and operation, the trustees
17 of the district shall upon request of said board forth-
-18 with issue notes of the district and borrow such
19 amount as may be so requested, the proceeds whereof
20 shall be paid over to said board. The trustees of the
21 district shall temporarily borrow money and issue
22 notes of the district therefor in the manner provided
23 in section ten of chapter three hundred and eighty-
-24 three of the acts of nineteen hundred and twenty-nine.

1 Section 8. The real estate acquired by such pur-
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2 chase, in so far as it is subject to local taxation on the
3 effective date of this act, shall continue to be so sub-
-4 ject to taxation.

1 Section 9. It shall constitute an essential part of
2 the contract or agreement of the district with the
3 holders of the bonds issued for such purchase that the
4 provisions of this act relative to the management and
5 operation of the transportation system acquired here-
-6 under shall not be varied except upon petition of the
7 trustees of the Boston metropolitan district and upon
8 the filing of a certificate of the department of public
9 utilities in its office stating that such variation is in

10 its opinion in the public interest. Such bonds, if
11 otherwise negotiable, shall not be rendered non-ne-
-12 gotiable by anything in this act contained.
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In the Year One Thousand Nine Hundred and Thirty-Four

An Act to authorize the Boston Elevated Railway Com-
pany to sell Electricity for Light, Heat and Power to
the Eastern Massachusetts Street Railway Company
for Use solely in the Operation of its Chelsea Division.

Be it enacted by the Senate and House oj Repre-
sentatives in General Court assembled, and by the
authority oj the same, as follows:

1 The Boston Elevated Railway Company is hereby
2 authorized, with the approval of the department of
3 public utilities, to sell electricity for light, heat and
4 power, to the extent that the same shall not be re-
-5 quired for the proper operation of its street railway
6 system, to the Eastern Massachusetts Street Railway
7 Company for use solely in the operation of its Chelsea
8 division, so-called, at such rates and upon such terms
9 and conditions as said Boston Elevated Railway

10 Company may from time to time fix and determine,
11 subject to like approval (provided, that the generating
12 capacity of the Boston Elevated Railway Company’s
13 generating plants shall not be increased for that pur-
-14 pose).
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