
House, No. 1551, as passed to be engrossed.

AN ACT
To provide for Service at Cost by Street Railway Companies.

Be it enacted hy the Senate
in General Court assembled,
same, as follows:

railway company, except the
Company and the Bay State
and the successors of either 0f
accepts this act as provided in

1 Section 1. Any street
2 Boston Elevated Railway
3 Street Railway Company,
4 the said companies, which
5 section twelve shall thereafter furnish service to the pub-
-6 lie at cost, and shall be subject to the provisions of this

7 act with reference to the matters specified herein, but in
8 all other respects shall be subject to the general laws re-

-9 lating to street railway companies. The words “ the com-

-10 pany” as used herein shall mean any street railway com-

-11 pany which has accepted this act; the words “the com-

-12 mission” shall mean the public service commission or its
13 predecessor, the board of railroad commissioners.

and House of Representatives
and hy the authority of the
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1 Section 2. The cost of the service shall include
2 operating expenses, taxes, rentals, interest on all indebted-
-3 ness as hereinafter defined, dividends on preferred stock,
4 an interest return at the rate of six per cent per annum
5 upon the stock investment as determined by the com-
-6 mission under the provisions of this section and such
7 allowances for depreciation, for obsolescence, and for
8 losses in respect to property sold, destroyed or abandoned
9 as may be fixed from time to time in the case of each

10 company by the commission, and all other expenditures
11 and charges which, under the classification of accounts
12 of the interstate commerce commission and under the
13 laws of the commonwealth, are properly chargeable
14 against income or surplus. The words, stock investment
15 as used in this act shall mean the capital investment as
16 hereinafter defined less the amount paid in for outstand-

and other evidences of funded
‘capital investment” as used
amount of cash or fair value
for stock, bonds and other

17 ing preferred stock, bonds
18 indebtedness. The word
19 in this act shall mean the
20 of the property paid in
21 evidences of funded indebtedness and properly expended
22 for capital purposes, such amount to be determined by the
23 commission: provided, however, that if the commission
24 has heretofore approved the issue of any such securities,
25 no further determination in regard to the capital invest-
-26 ment represented by such securities shall be necessary.

1 Section 3. No company may accept this act until it
2 has provided a reserve fund of not less than six per cent,
3 nor more than twelve per cent, of the gross earnings of
4 the preceding year; except as otherwise provided herein.
5 Such reserve fund may be provided by the issue of either
6 bonds or stock or preferred stock issued under the pro-
-7 visions of law regulating such issues.
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8 The reserve fund shall at all times be kept separate
9 and distinct and shall be used only for the purpose of

10 making up a deficiency of income where the income of
11 the company is insufficient to pay the cost of service as
12 provided in section two. Until it is so used, the reserve
13 fund may be invested in the bonds of the United States
14 or of the commonwealth of Massachusetts or any city
15 or town thereof. The reserve fund shall be fully sub-
-16 scribed for upon acceptance of the act by the company,
17 but shall be paid in, over a period not exceeding two
18 years, at such times and in such amounts as shall be
19 directed by the commission. Any company may furnish
20 a larger reserve fund or increase the same with the ap-
-21 proval of the commission.
22 The reserve fund originally provided for, or the fund
23 as later increased with the approval of the commission,
24 shall be considered the normal reserve fund.

1 Section 4. Any company desiring to accept this act,
2 as provided in section twelve, shall, at the time of its
3 application to the commission to determine the amount of
4 its stock investment, apply to the commission to deter-
-5 mine the status of its then unfunded debt. The com-
-6 mission shall thereupon disallow any amount thereof
7 which in their opinion was improperly incurred. Interest
8 charges upon the debt so disallowed shall be borne by the
9 company and charged to the amount which would other-

-10 wise be available as a return upon the stock investment
11 in accordance with the provisions of section two. Inter-
-12 est charges upon the residue of the unfunded debt shall be
13 included in the cost of service. Interest charges upon the
14 unfunded debt incurred by the company after its accept-
-15 ance of this act shall be included in the cost of service
16 unless the commission determines any portion of such
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17 debt to be unreasonable or improper. Interest charges
18 upon any portion disallowed shall thereafter be deducted
19 from the return upon the stock investment.

1 Section 5. Whenever the income of the company is
2 insufficient to meet the cost of the service as defined in
3 section two, the reserve fund shall be used, so far as is
4 necessary, to make up the deficiency, and whenever, on
5 the other hand, the income is more than sufficient to
6 meet the cost of the service, the excess shall be transferred
7 to and become a part of the reserve fund.

1 Section 6. A company accepting this act shall file
2 with its acceptance a schedule of nine different grades
3 of fare and of transfer privileges. One such grade it shall
4 designate as the initial grade which it desires to establish
5 and which will, in its opinion, enable it to earn income
6 sufficient to meet the cost of service. Four of the other
7 grades shall provide for progressive increases, and four
8 for progressive decreases in revenue, and each interval
9 of increase or decrease shall be calculated to increase or

10 decrease the reserve fund by thirty per cent of the normal
11 reserve fund. Within thirty days thereafter, after notice
12 and a public hearing, the commission shall either approve
13 the schedule so filed or shall establish a schedule similarly
14 designed in place thereof; -provided , however, that if, during
15 any period of sixty days, more than one company shall
16 file its acceptance of this act and a schedule of proposed
17 grades of fare, the commission shall not be required to

18 approve or establish the grades of fare for any such com-
-19 pany until thirty days after the commission shall have
20 passed upon all schedules previously filed in accordance
21 with the provisions of this section. Whenever, by reason
22 of any change in the existing rate of fare, there are less
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23 than four grades either above or below the rate of fare
24 which is then in force, the company shall forthwith file
25 with the commission a schedule of additional grades of
26 fare, so that there will always be both above and below
27 the existing rate of fare, not less than four grades of fare,
28 and the commission shall thereupon, within sixty days
29 thereafter, either approve the schedule so filed or itself
30 establish in lieu thereof the necessary additional grades
31 of fare.
32 df at any time it shall appear to be in the interest of
33 the public or of the company that the said schedule
34 should be changed either with regard to the method or
35 basis upon which the fare
36 established, or because the

and transfer privileges are
steps between the different

37 grades are too small or too great, or for any other reason,
38 the company, with the approval of the commission, may
39 change the said schedule.
40 Except as thus provided, the commission shall have
41 power to modify such schedule only after it has been in
42 effect for a period of one year; provided, however, that no

43 modification of the schedule which diminishes the rate of
44 return on the stock investment provided for in section
45 two shall be continued in effect for a period exceeding
46 four months.

1 Section 7. If as of the last day of anyr March, June,
2 September, or December the amount of the reserve fund
3 shall exceed by thirty per cent or more the normal reserve
4 fund, and during the preceding three months the income
5 shall have exceeded the cost of the service, the company
6 shall, within thirty days thereafter, put into effect the
7 next lower grade of fare that has been adopted as afore-
S said: and if as of the last day of any March, June, Sep-
-9 tember or December the amount of the reserve fund
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10 shall be less than seventy per cent of the normal reserve
11 fund, and during the preceding three months the income
12 has been less than the cost of the service, the company
13 shall, within thirty days thereafter, put into effect the
14 next higher grade of fare, and the fare shall continue to
15 be decreased or to be increased, if the amount of the
16 reserve fund is above or below said limits, as of such
17 quarterly dates. The company, with the consent of the
18 commission, may put into effect the next higher or lower
19 grade of fare at any time when the reserve fund is below
20 or above the normal amount.

1 Section 8. The company shall provide an improve-
-2 ment fund of an amount required by the commission but
3 not exceeding five per cent of the capital investment.
4 The improvement fund may be raised by the issue of
5 bonds or stock or preferred stock. It shall be fully sub-
-6 scribed within sixty days after determination of the capi-
-7 tal investment of the company, and shall be paid in from
8 time to time, as required, by a plan of gradual improve-
-9 ment to be submitted to and approved by the commission.

1 Section 9. Any company accepting this act shall be
2 bound by the fact of its acceptance to sell its entire
3 property and franchises as a going concern to the com-
-4 monwealth or to any city or town at any time for an
5 amount in cash equal to the stock investment, as defined
6 in section two hereof, and the qmount of cash paid in
7 for preferred stock, and the purchaser shall in addition
8 assume all the outstanding bonds, contracts, leases and
9 other liabilities of the company.
10 The provisions of this act shall not affect the right of
11 the commonwealth or of any city or town to acquire
12 at any time, by right of eminent domain, the property and
13 franchises of any company which accepts this act.
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1 Section 10. The governor, with the consent of the
2 council, shall appoint for a term of three years three
3 persons to be members of the board of directors of any
4 company which accepts the provisions of this act, of
5 whom at least two shall be residents of a city or town
6 served by the company, and none shall be an owner of
7 its stocks or bonds. They shall have and exercise all the
8 power and privileges of the other directors of the com-
-9 pany, and shall receive such fees as are paid to the other

10 directors. The by-laws of the company shall be modified
11 so as to permit of the appointment of such persons as
12 directors and shall also provide for monthly meetings of
13 the board. In case any such board shall have an execu-
-14 tive committee or a finance committee, or any other
15 standing committee, at least one of the persons appointed
16 by the governor shall be a member of every such com-
-17 mittee.

1 Section 11. In order that the commission may at all
2 times be in a position to take such action as the public
3 interests shall require, the companies shall furnish the
4 commission each month with such statements as the
5 commission may require, showing the condition of the
6 reserve fund, the income and expenditures of the previous
7 month and such other information as the commission
8 may desire. The commonwealth shall be divided by the
9 commission into street railway districts, and for each

10 district within which one or more companies has accepted
11 the provisions of this act, the commission shall appoint
12 one or more resident supervisors for terms of three years,
13 their salaries and expense allowance to be fixed by the
14 commission and paid by the company as an operating
15 expense, or, if their duties extend to more than one com-
-16 pany, their salaries and expenses shall be apportioned
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17 among the several companies in respect to which they
18 act, in such manner as the commission may determine.
19 It shall be the duty of the said supervisors to keep in
20 constant touch with the operation of the companies and
21 to inform the commission of all complaints and criticism
22 of the service rendered.
23 In case any special investigation of any company i
24 deemed necessary by the commission, the commissioicommission, the commission
25 may order such investigation, the expense thereof to be
26 paid by the company

27 The commission may require such changes in the man-
-28 agement and operation of any company which has ac-
-29 cepted the provisions of this act as, in its opinion, may
30 be necessary for the efficient conduct of the business of
31 the company in the interest of the public.
32 Any foreign company furnishing electric light or power

33 to any street railway operating under this act shall file
34 annually with the gas and electric light commission a
35 schedule of all rates charged to all its customers for power
36 where the electricity is furnished by a central plant to
37 others than the said railway company and with such
38 other information in such form as said commission may

39 require. The gas and electric light commission shall be
40 authorized to prohibit the
41 either light or power mile:
42 requested; and the prices
43 mined to be fair and rea

ransmission of electricity for
such information is filed as

charged therefor are deter-
rnable by the public service

44 commission.

1 Section 12. Any company desiring to accept the pro-
-2 visions of this act shall apply to the commission to deter-
3 mine the amount of its capital investment and of its
4 stock investment, and upon such determination the com-
-5 pany may accept this act by filing with the commission
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6 its election so to do, authorized by a vote of not less than
7 the holdings of a majority of its capital stock, and evi-
-8 dence satisfactory to the commission that it has provided
9 or will provide the reserve and improvement funds men-

-10 tioned in sections four and nine.
11 The commission may permit any company desiring to

12 operate under this act to begin operations before the
13 determination of its capital investment and of its stock
14 investment: provided, that the company has met all the
15 other requirements of this act, but no dividends shall be
16 disbursed to the holders of any common stock until after
17 said determination has been made by the commission.

1 Section 13. The commission may order any company

2 accepting this act to dispose of any property no longer of
3 service to the company. Any loss thereby incurred may
4 be distributed over a period not exceeding ten years as

5 provided for in section four, Part 11, of chapter three
6 hundred and seventy-three of the Special Acts of nine-

-7 teen hundred and seventeen.
8 During the period of the present war and for one year
9 thereafter, the commission is •authorized, in its discretion,

10 to direct any company to set aside for depreciation a

11 smaller amount than would be considered adequate in
12 normal times

1 Section 14. If a majority of the state directors of a

2 company believe that a particular order or decision of the
3 commission would impair the ability of the company to
4 pay the six per cent interest return on the stock invest-
-5 ment as provided in section two, they shall so advise the
6 commission in writing, and if, after reconsideration, the
7 commission insists upon the order or decision, it shall be
8 referred to three arbitrators to be appointed by the chief
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9 justice of the supreme judicial court whose decision shall
10 be final.

1 Section- 15. All orders, rules or regulations made,
2 established or prescribed by the commission, under the
3 provisions of this act shall be enforced in the manner pro-
-4 vided in section twenty-eight of chapter seven hundred
5 and eighty-four of the acts of nineteen hundred and
6 thirteen.

House of Representatives, May 22, 1918.

Passed to be engrossed.
Sent up for concurrence.

JAMES W. KIMBALL, Clerk.


