
SENATE No. 461

Printed by order of the Senate.

Public Service Commission, 1 Beacon Street,
Boston, March 19, 1915.

Hon. Clarence W. Hobbs, Jr. Chairman of Committee on 'Rail-
roads, State H use, Boston, Ma.

Dear Sir : The Public Service Commission respectfully
acknowledges the receipt of questions framed by the Com-
mittee on Railroads relative to House Bill Ho. 1639 and
begs to submit the following

Question No. 1. In your opinion, should legislation of the nature
asked for in House Bill Ho. 1639 be enacted unless the exigency
is sufficient to bring about a receivership of the Boston and Maine
Railroad!

Answer No. 1. In the opinion of the Commission legis-
lation should not be enacted substantially in accordance with
House Bill Ho. 1639, whether the exigency is or is not suf-
ficient to bring about a receivership of the Boston and Maine
Railroad. But the question of legislation cannot be dis-
posed of upon the theory that an exigency does not already
exist likely to be sufficient to bring about such receivership
within a very short time. The Boston and Maine Railroad
fell more than $2,000,000 short of earning its operating and
fixed charges for the year ending June 30, 1914. The pres-
ent is not a prosperous and propitious time for railroads.
The corporation owes some $18,000,000 of unfunded debt

Cljc Commontocalti) of Massachusetts;.
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which, has recently been extended for a period of six inont is

in the hope and expectation that, under enabling legislation,
some reorganization might be effected which would ai oid a

receivership. We see no reason to doubt that except for this
hope the road would already have been in the hands of a re-

ceiver. It follows from this that legislation proper for a
road in this precarious condition and adapted to deal with
both public and private interests in case of a receivership,
not unlikely to occur, is imperatively demai

Question No. 2. —lf legislation is necessary, do you recommend
the enactment of House Bill No. 1639?

Answer No. 2. No, not in its present form.

Question No. 3. —lf not, what legislation do you suggest as an

alternative?

Answer No. 3. The Commission respectfully submits
herewith a draft of legislation in substitution for House Bill
No. 1G39. Owing to the imperative necessity of having this
legislation prepared for immediate submission in Maine and
New Hampshire, the Commission has not been able to give
to this draft the matured consideration that both the im
portance and the difficulty of the subject make desirable; it
may well be that the draft submitted will, on critical exami-
nation, be found to require some perfecting amendments.

In outline, the legislation recommended is intended to pro-
vide as follows

(a) That the Boston and Maine and its subsidiary linei
shall be permitted to consolidate, within the limits of the
outstanding capitalization, such consolidation in no event to

result in any increase in the amount now paid under existing
leases and operating contracts to or for the benefit of the
stockholders of any leased or operated line. In general, it
is expected that such consolidation will take place through
the issue of preferred stocks of the Boston and Maine Rail-
road and their exchange with the stockholders of the leased
lines. Any bonds of the Boston and Maine Railroad requisite
to be used for such consolidation should be issued only within
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the limitations of the general law and subject to the approval
of the Public Service Commission.

(b) Authority to issue preferred stock under the super-
vision of the public service commission for cash at not less
than par to provide funds for the consolidation and also for
funding the present floating debt, is given.

(c) Authority is given to fund the present floating debt,
as though capitalizable under the general law, by an issue of
stocks or bonds under the approval of the public service com-
mission, but if so funded the deficit as of June 30, 1915, is

required to be amortized out of earnings in preference to
dividends on common stock at such time and in such amounts
as the Commission may authorize in its order approving
such issue.

(d) It is provided that if the directors of the Boston and
Maine Railroad deem'a reorganization by the old corporation
impracticable, a hew corporation may he brought into ex-
istence by incorporators designated by the old board of di-
rectors ; whose directors may then devise and present to the
Public Service Commission a plan for reorganization;
which, before the same or any contracts made pursuant to
the same, shall become valid, must be approved by the Pub-
lic Service Commission as in conformity to law and as not
unjust or inequitable to any party in interest, who seasonably
files objections setting forth the grounds upon which the
plan of reorganization is alleged to be unjust and inequitable.

(e) This plan of reorganization permits the new corpora-
tion, on acquiring the property of the old corporation, to
issue capital stock to the amount of the present outstanding
stock; but may require present Boston and Maine stockhold-
ers, as a condition of the exchange of stock, either to pay a
cash assessment or to subscribe for new stock, common or
preferred, at par. Preferred stock is also authorized to be
issued for the purpose of the reorganization, subject to the
approval of the Commission. The proceeds of the assess-
ments and of stocks sold under the plan of reorganization,
may be applied to the payment of the debts of the old cor-
poration or the debts of any of the subsidiaries assumed by
the old corporation; and also for underwriting and other
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necessary expenses of reorganization, all subject to the < I
proval of the Public Service Commission.

(/) In general, if the new corporation is organized an

obtains the property and franchises of the Boston and Maine
Railroad, its consolidation with subsidiary companies under
the approved plan of reorganization may take place undei

as those given in the earlierpowers substantially the sam
part of the act to the present Drporation.

draft of legislation will giveIt is believed that tin
a fair and adequate opportunity for the management of the
Boston and Maine Railroad and also of the subsidiary lines
to arrange, without encroachment upon the sound public pol-
icy of this commonwealth, for reorganization and readjust-
ment of their relations to each other, greatly in their interest
and also in the public interest and also that the rights of any
party in interest under the present organization are, under

guarded by providing for re-the proposed bill, adequately
view by the Public Service C nimission.

whenever reference is made to
on, joint hearings and confer-

(//) The bill provides that
the Public Service Commissi
ences shall be held with the c
Hampshire provided similar
acted in those states.

ommissions of Maine and New
or analogous legislation is en-

(i) Section 19, dealing with savings bank investments,
comes to the Commission from the Trustees, approved, as we
are informed, by the bank commissioner. The Commission
has made no independent study of the adequacy or inadequacy
of that section.

(j) Repeal of the so-called “ string ” legislation is recom-
mended by section 20.

Question No. 4. —-Do you recommend the enactment of section 10
of House Bill No. 1639?

Answer No. L. — In substance, yes.

Question No. 5. Do you recommend the enactment of any legis-

lation enabling the Boston and Maine Railroad to include the Hamp-
den Railroad in any proposed scheme of reorganization
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ssented contains authority to
Railroad, ns ina' stock only

Answer No. 6. The hill pr
consolidate with the Hampden

no bonds for that purpose.

iny legislation recommended by
Public Service Commissions of

Question No. 6. How far has anj
you met with the approval of the Pi
Maine, New Hampshire and Vermont?

Answer No. 6. As soon as practicable after the submis-
sion of the questions, this Commission requested the public
utilities commissions of Maine, New Hampshire and Ver-
mont to join in consideration of the prospective legislation.
To this request the Vermont commission replied to the effect
that their opinion had not been asked by the legislature and
they therefore had no authority to comply with the request.
The chairman of the Public Utilities Commission of Maine
and the entire Public Service Commission of New Hamp-
shire have sat in joint conference with this commission and
carefully considered all the provisions of the suggested legis-
lation. It is believed that every essential part of the bill
submitted herewith commands the approval of the Public
Utilities Commission of Maine and the Public Service Com-
mission of New Hampshire, except that at the close of the
joint conference the question of the status of the Hampden
Railroad provision was not precisely defined. The same
bill, with changes obviously required, is expected by this
commission to be recommended by the other commissions to
the legislatures of Maine and New Hampshire.

The questions presented by individual members seem to
this commission to have been answered, expressly or im-
pliedly, by what has been said as to House Bill No. 1639
and as to the alternative legislation recommended and sub-
mitted herewith.

Too late for submission to the joint conference with the
other commissions, the Trustees have presented to this com-
mission a suggestion for an additional provision to the effect
that the Boston and Maine Railroad, may, by vote of two-
thirds of its stockholders reduce its capital stock to an amount
not exceeding one-half, and may thereafter, by like vote,
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issue new preferred stock to an amount not exceeding the
reduction, which stock may be offered at par for cash to its
stockholders, the corporation also to have the right to reissue
an amount of common stock equal to the amount of the re-
duction. Obviously the common stock thus proposed to be
issued in lieu of the amount of reduction might be used as
a bonus in order to obtain a market for the preferred stock
at par. If this plan were adopted and carried into effect it
would be an indirect method of assessing the Boston and
Maine stockholders without the necessity of creating a new
corporation as provided in sections 9, et sequitur, of the bill
submitted.

1 he suggestion has come to this commission too late for
matured consideration; but the obvious advantages of this
plan, if found practicable and just, are such that the Com-
mission presents the suggestion of the Trustees to the Com-
mittee on Railroads as a part of this report.

Copy of the section suggested by the Trustees is annexed,
marked “A.”

Respectfully submitted,

FREDERICK J. MACLEOD
EVERETT E. STOKE,
JOHK F. MEANLA

Commissioner;

I concur with the majority of the Commission with respectto all the provisions of the bill except the provision dealingwith the Hampden Railroad Corporation. In my judgmentthat provision should be eliminated. The whole purpose and
intent of the bill is to effect a reorganization of the Bostonand Maine Railroad system in the face of impending re-ceivership. The title of the bill is “An Act to provide for aReorganization and Consolidation of the Railroad Companies
constituting the Boston and Maine Railroad System.” Xheinclusion in this bill of a section dealing with the HampdenRailroad Corporation amounts, by implication, it seems to
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me, to a finding that the Hampden Railroad Corporation is
to be considered as a part of the Boston and Maine Railroad
system and that some arrangement with that railroad corpo-
ration is a desirable, if not essential, part of any reorganiza-
tion scheme. Such an implication is objectionable. I do
not object to any arrangement with the Hampden Railroad
Corporation, if one is possible, which will not impose a bur-
den upon the Boston and Maine Railroad, but I believe that
such an arrangement should be made, if at all, under the
general law, or if special legislation proves to be desirable
the question should be dealt with as a separate issue and
should not be injected into this reorganization plan.

JOSEPH B. EASTMAN,
Commissioner.
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A.

The Boston and Maine Railroad may, at any time prior
to July 1, 1916, reduce its capital stock, or its common stock
only, to such amount as shall be determined by vote of its
stockholders taken in the ma
meeting duly called for the ]
require the affirmative vote of
at such meeting. For the purp
tion, all holders of stock affect*
after such vote deliver their i
receive in pdace thereof new
amount. Such provision may

imer hereinafter provided at a
purpose, Such reduction shall
two-thirds of all the stock voted
iose of carrying out such reduc-
;d thereby, shall within ten days
eertificates to the company and

certificates for the reduced
3e made for fractions of shares

as may be determined by the board of directors, who may also
take all steps necessary to enforce compliance with the order
of reduction. If its stock shall have been so reduced, the
said Boston and Maine Railroad may, by a like vote at anv
meeting duly called for the purpose, provide for the issue of
new preferred stock having like preference and privileges as
those provided for in section two-, to an amount not exceeding
such reduction, and for the issue of new common stock to
the amount of such reduction, and may further provide that
such new preferred stock shall be offered for subscriptions in
cash at par to all its stockholders or to all its common stock-
holders pro rata, with the further proviso that each such sub-
scriber shall also receive without further payment a propor-
tionate part of such new common stock. All rights of stock-
holders to subscribe as aforesaid shall be assignable. Any
such preferred and common stocks not so taken by the stock-
holders may be disposed of on the same terms to persons who
may have agreed to underwrite the subscription, or may be
otherwise sold on the same terms, as the directors may deter-
mine. All preferred and common stocks so issued and dis-
posed of shall be deemed for all purposes under the railroad
law fully paid. The proceeds of such stocks so issued may
be applied to the payment of the floating debt of the corpora-
tion and the expenses of effecting the consolidation and for
such other corporate purposes as the directors may determine


