
HOUSE No. 13

Che Commontoealth of Massachusetts
31 St. Ja m e s  A v e n u e , B o st o n , December 3, 1940.

To the Honorable Senate and House of Representatives.

In compliance with the provisions of section 33 of 
chapter 30 of the General Laws we respectfully present 
the following parts of the twenty-second annual report 
of the Board of Trustees of the Boston Elevated Rail
way Company for the year ending December 31, 1940, 
which contains recommendation for legislative action, 
accompanied by draft of bill embodying the legislation 
recommended, wdiich draft has been submitted to Coun
sel to the House of Representatives for advice and 
assistance as to the form thereof.

E D W A R D  E. W H IT IN G , 
H E N R Y  J. S M IT H , 
P A T R IC K  J. W E LSH , 
W IL L IA M  P. JOY, 
E R N E ST  A. JOHNSON,

Board of Trustees of the Boston Elevated Railway Company.
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RECOM MENDATIONS.

P u rch ase  of E levated  R efu n d in g  B onds b y  the 
B oston  M etro po litan  D is t r ic t .

In 1933 the Legislature initiated, and by a succession 
of Acts passed in 1934, 1935, 1936 and 1937 has con
tinued, the policy of authorizing the Boston Metropoli
tan District to issue bonds for the purpose of purchasing 
refunding bonds of the Boston Elevated Railway.

This policy was adopted because Boston Metropolitan 
District bonds could be sold at so much lower interest 
rates than bonds of the Elevated.

The last issue of Elevated bonds sold to the general 
public (since refunded through issue of District bonds) 
was for a term of twenty-five years and paid a net in
terest rate of approximately 7 per cent. The average 
net interest rates on twenty-five-year serial District 
bonds issued to purchase Elevated refunding bonds 
were from 2| per cent to slightly more than 3 per cent. 
This wide difference indicates the extent of the savings 
made possible by refinancing through the District. The 
following is a table of District bonds issued for refund
ing purposes, showing the dates, amounts, terms, rates 
of interest and net yield.

D a t e  o f  I s s u e . Amount. Term.
Interest

Rate
(Per Cent).

Price
Sold.

Net
Yield

(Per Cent).

June 1, 1933 1 83,000,000 3-year 3H S99.31 3.75

Mar. 1, 19342 2,098,000 3-year 3 99.307 3.25

Aug. 1, 1934 1,581,000 15-year serial 2'A 95.086 3.00

Jan. 1, 1935 6,309,000 25-year serial 3 97.79 3.19

Mar. 1, 1935 8,500,000 25-year serial 3 100.819 2.92

1 Refunded on June 1, 1936, by the District under chapter 451, Acts of 1935.
2 Refunded on Jan. 1, 1937, by the District under chapter 308, Acts of 1936.
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D a t e  o f  I s s u e . Amount. Term.
Interest

Rate
(Per Cent).

Price
Sold.

Net
Yield

(Per Cent).

Dec. 15, 1935 $7,711,000 25-year serial 2  M $97.585 2.72

June 1, 1936 3,815,000 25-year serial 2 M 99.05 2.58

Jan. 1, 1937 2,098,000 25-year serial 2M 99.352 2.31

Oct. 1, 1937 4,800,000 25-year serial 2H 97.9079 2.94

The statutes passed since 1933 have all provided that 
the Elevated should pay the District 2 per cent more in 
interest than the interest paid by the District on its 
own bonds. This difference in interest is used to retire 
the District bonds as they mature. As a result, over 
two thirds of the District bonds issued to acquire Ele
vated refunding bonds will have been paid off at ma
turity.

From this use of the District’s credit, two distinct 
advantages have followed: (1) Substantial savings have 
been made in the Railway’s cost of service, and conse
quently the deficits paid by the taxpayers have been 
substantially lower than they would have been other
wise. (2) From the interest paid by the Elevated, the 
District has been enabled to pay off gradually a large 
portion of its own bonds while retaining Elevated bonds 
outstanding in the full amount.

The District now holds $59,744,917 of the $70,200,917 
principal amount of Elevated bonds outstanding. Of 
this $59,744,917 of Elevated bonds held by the Dis
trict, $2.3,430,917 were issued to retire the preferred 
stock under the 1931 Public Control Extension Act, 
$1,500,000 were issued to acquire the Chelsea Division 
of the Eastern Massachusetts Street Railway Company 
under chapter 299 of the Acts of 1932, and the balance 
of $34,814,000 were issued to purchase Elevated refund
ing bonds under statutes passed since 1933.

Of the District bonds issued to acquire these Elevated 
bonds, there will have been retired out of Elevated in
terest payments $8,443,000 as of December 31, 1940; 
$10,241,000 as of December 31, 1941; $22,013,000 as
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of December 31, 1947; and $50,646,000 as of the last 
maturity of outstanding District bonds in 1962.

The Trustees feel that the rapid rate at which Dis
trict bonds are being retired places too great a burden 
on the present-day taxpayers and car riders as compared 
with those of the future. During the year ending March 
31, 1940, Elevated interest payments to the District 
totaled $3,143,285.02, of which $1,743,862.52, or about 
64 per cent of the deficit for that period, was used to 
retire outstanding District bonds. Accordingly, with re
spect to future refinancing through the District, we rec
ommend that the 2 per cent excess interest paid annually 
by the Railway to the District be reduced to 1 per cent.

With respect to the rate of retirement of public debt 
incurred for transportation purposes, it should be noted 
that for retirement of Commonwealth and city of Bos
ton subway bonds the Elevated is required to pay an
nually as part of its rentals an average of less than 1 per 
cent of the principal amount of such bonds.

There are $16,456,000 principal amount of Elevated 
bonds not held by the District which will mature between 
now and September 1, 1947, as follows: $5,000,000 on 
November 1, 1941; $8,286,000 on December 1, 1942; 
$2,600,000 on March 1, 1944; and $570,000 on Septem
ber 1, 1947. We recommend the passage of legislation 
authorizing with reference to these bonds the same 
method of refinancing which was instituted by the Leg
islature in 1933 and has since been continued whereby 
the Boston Metropolitan District is authorized to issue 
its bonds for the purpose of purchasing the refunding 
bonds of the Elevated.
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Accompanying the recommendation of the Board of Trustees of 
the Boston Elevated Railway Company. Metropolitan Affairs.

C & e  C o m m o m o e a ltj)  of ^ a s s a c b u a e t t s

In the Year One Thousand Nine Hundred and Forty-One.

A n  A ct r e l a t iv e  to pu rchase  of bonds of th e  boston

ELEVATED RAILWAY COMPANY BY THE BOSTON METRO
POLITAN DISTRICT.

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

1 Section  1 . The trustees of the Boston metropoli-
2 tan district, hereinafter called the district, in the name
3 and on behalf of the district, may from time to time,
4 prior to October first, nineteen hundred and forty-
5 seven, if they deem it in the interest of the district so
6 to do, at the request of the board of trustees of the
7 Boston Elevated Railway Company, purchase bonds
8 of the Boston Elevated Railway Company, hereinafter
9 called the company, hereafter issued or reissued under

10 the authority of section eighteen of chapter three hun-
11 dred and thirty-three of the acts of nineteen hundred
12 and thirty-one for the purposes of paying or refunding
13 any bonds, coupon notes or other evidences of indebt-
14 edness issued or assumed by the company payable at
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15 periods of more than one year from the date thereof,
16 to an amount not exceeding sixteen million four hun-
17 dred fifty-six thousand dollars, in addition to such 
IS purchases heretofore authorized. The trustees of the
19 district shall procure the funds necessary for each
20 purchase authorized by this section by the issue of
21 bonds of the district under and in the manner provided
22 in section ten of chapter three hundred and eighty-
23 three of the acts of nineteen hundred, and twenty-nine
24 and section two of chapter one hundred and forty-seven
25 of the acts of nineteen hundred and thirty-two, and
26 the provisions of said sections shall apply thereto in
27 the same manner and to the same extent as if such
28 bonds of the district were specifically authorized in
29 said chapter three hundred and eighty-three; pro-
30 vided, that any bonds of the district issued under
31 authority of this act shall be for such terms not less
32 than fifteen years, except as hereinafter provided, and
33 not exceeding twenty-five years from the date thereof,
34 and shall bear interest payable semi-annually at such
35 rates as said trustees of the district, subject to the
36 approval of the department of public utilities, shall
37 from time to time determine. Said bonds of the dis-
38 trict may be issued on either the sinking fund or serial
39 payment plan, and, if issued on the serial payment
40 plan, such portions of each issue of said bonds as the
41 trustees of the district, subject to like approval, may
42 determine may be for terms of less than fifteen years,
43 and the trustees of the district shall endeavor so to
44 arrange the maturities of all bonds issued on the serial
45 payment plan that the bonds maturing each year
46 other than the final year will be met by the amounts
47 available from interest upon the bonds purchased. All
48 amounts received by the district from said interest
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49 shall be applied in payment of interest and principal
50 of the bonds of the district issued hereunder as and
51 when due, and any balance shall be accumulated in a
52 sinking fund to be used for such purpose, as and when
53 required. All amounts received by the district in
54 payment of each such bond issue of the company shall
55 be applied in payment of bonds of the district issued
56 hereunder to provide funds for the purchase of such
57 bond issue, and the balance shall be accumulated in a
58 general sinking fund for any bonds of the district then
59 outstanding. Said sinking funds shall be invested as
60 provided in section eleven of said chapter three hun-
61 dred and eighty-three.

1 Section  2. Each bond issue of the company so
2 purchased shall be for the same term as the term of the
3 last maturing bonds of the district issued to provide
4 funds for the purchase of such bond issue of the com-
5 pany, and shall bear interest payable semi-annually
6 at a rate one per cent higher than the rate payable
7 upon said bonds of the district. In the event that said
8 bonds of the district are sold at a premium above or a
9 discount below par, the bond issue of the company

10 purchased with the proceeds thereof shall be purchased
11 by the district at the same premium above or discount
12 below par. Said bonds of the company, both as to
13 income and principal, are hereby made exempt from
14 all taxes levied under authority of the commonwealth
15 while held by the district, and shall contain a recital
16 to such effect. Said bonds of the company shall not
17 be disposed of by the district without authority of the 
IS general court. 1 he proceeds of said bonds of the com-
19 pany shall be used by it only for the purposes herein-
20 before set forth.
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1 Section  3. The company shall reimburse the dis-
2 trict, at the request of the trustees thereof, for all ex-
3 penses incidental to the authorization, preparation,
4 issue, registration and payment of interest and princi-
5 pal of the aforesaid bonds of the district.


