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Resolve providing for an Investigation and Study by a Special
Commission relative to the Continuation of the Trans-
portation Service in the Areas served by the Old Colony
Division of the New York, New Haven & Hartford Rail-
road Company, and in Martha’s Vineyard and Nantucket,

Resolved, That an unpaid special commission, to consist of three
members of the senate to be designated by the president thereof, the
senator who is first named to be chairman of the commission, seven
members of the house of representatives to be designated by the
speaker thereof, the representative first named to be vice-chairman
of the commission, the attorney general or his designee, the chairman
of the commission of the department of public utilities or his designee,
and three members to be appointed by the governor, is hereby es-
tablished to investigate and study relative to the continuation of
service, both freight and passenger, on the Old Colony Division, the
Boston and Providence Division and the Providence and Worcester
Division, of the New York, New Haven & Hartford Railroad Com-
pany, including the Hyde Park and Readville districts, and the New
England Transportation Company and the Union Freight Railroad
Company, and to the entire problem of transportation sendee in the
area south and east of Boston, including the islands of Martha’s Vine-
yard and Nantucket. Said commission shall consider the reports of
recess commissions previously established by resolves of the general
court, relating to the investigation of transportation facilities, and
such other evidence, including the testimony of experts, as it may
deem advisable. Said commission may call upon the department of
public utilities and other departments, boards, commissions and offi-
cers of the commonwealth for such information as it may desire in
the course of its investigation. Said commission shall investigate the
application and effect of the segregation formula and allocation of
expenses on profit or loss of the Old Colony Division of the New lork,
New Haven & Hartford Railroad Company and include in its report
its finding concerning the same. Said commission shall be provided
with quarters in the state house or elsewhere, shall hold public hear-
ings, shall have the power to summon witnesses and to require the pro-

RESOLVE CREATING THE COMMISSION.

Chapter 11.



duction of books, records, contracts and papers and the giving of
testimony under oath, may travel within and without the common-
wealth and may expend moneys for expert, clerical and other services
and expenses. Said experts shall be appointed by the commission.
There is hereby appropriated the sum of twenty-five thousand dollars
for such purposes, which sum is hereby appropriated from the General
Fund or revenue of the commonwealth in advance of the general ap-
propriation bill. The commission shall make its report and recom-
mendations to the general court by filing the same with the clerk of
the house of representatives not later than the first Wednesday inMay, nineteen hundred and forty-eight, accompanied by such plans,statistics and drafts of legislation as it may deem necessary or
propriate. Approved March 18, 1948.



Resolve reviving and continuing the Special Commission estab-
lished TO MAKE AN INVESTIGATION AND STUDY RELATIVE TO THE
Continuation of the Transportation Service in the Areas
SERVED BY THE OLD COLONY DIVISION OF THE NEW YORK, New
Haven & Hartford Railroad Company, and in Martha's
Vineyard and Nantucket.

Resolved, That the unpaid special commission established by chapter
eleven of the resolves of the current year is hereby revived and con-
tinued for the purpose of continuing its investigation relative to the
continuation of the transportation service in the areas served by the
Old Colony Division of the New York, New Haven & Hartford Rail-
road Company, and in Martha’s Vineyard and Nantucket. Said
commission shall have all the powers and duties set forth in said chap-
ter eleven. Said commission shall be provided with quarters in the
state house or elsewhere, may require by summons the attendance and
testimony of witnesses and the production of books and papers, and
may expend any amounts heretofore appropriated therefor and such
sums as may hereafter be appropriated therefor. Said commission may
report from time to time and shall make a supplementary report to the
general court of the results of its investigation and its recommenda-
tions, if any, together with drafts of legislation necessary to earn’ its
recommendations into effect, by filing the same with the clerk of the
house of representatives as soon as may be, but in no event later than
the first Wednesday of December in the year nineteen hundred and
forty-eight. Approved May 24, 1948.

Cfte Commontoealtf) of apassacljusetts

RESOLVE CONTINUING THE COMMISSION.

Chapter 34.
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FOURTH INTERIM REPORT OF THE SPECIAL
COMMISSION RELATIVE TO CONTINUA-
TION OF TRANSPORTATION SERVICE IN
THE AREAS SERVED BY THE OLD COLONY
DIVISION OF THE NEW YORK, NEW HAVEN
& HARTFORD RAILROAD COMPANY, AND
IN MARTHA’S VINEYARD AND NANTUCKET.

December 1, 19-

To the Honorable Senate and House of Representativ

The Special Commission appointed under the above
title under chapter 11 of the Resolves of 1948, and con-
tinued under chapter 34 of such Resolves, herewith sub-
mits the following fourth report, supplementing the
reports filed May 5, May 13 and June 2, 1948.

The Commission believes that the Commonwealth and
the New York, New Haven & Hartford Railroad Com-
pany (New Haven) can and should take action at this
time which will put both the Old Colony passenger
service and the South Station on sound and permanent
bases. Its recommendations for action by the Common-
wealth are strictly conditioned on the New Haven’s
agreeing to stipulated action by it. It urges that this
Commission be continued in order to present recommenda-
tions for other action by the Commonwealth in the event
that the proposals herein made should fail, and to be re-
gardful of the Commonwealth’s interests in connection
with interim developments and necessary steps to com-
plete the proposals of this report.

I.
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Transportation service from the mainland to and from
Martha’s Vineyard and Nantucket has been provided for,
by action of the General Court.

This Commission has examined into the New England
Transportation Company and the Union Freight Rail-
road Company in relation to the New Haven’s passenger
and freight business. It has not made substantial ex-
amination into the affairs of the Boston and Providence
Railroad Corporation or the Providence and Worcester
division of the New Haven.

If the recommendations herein made are accepted the
Commission believes that further examination by it into
these matters will not be necessary.

The task that presented itself in March, 1948, when
this Commission was created, divided itself into four
parts; (1) securing the co-operation of the management
of the road; (2) finding a fair method of determining
the true burden of the passenger service; (3) reducing
passenger service losses and increasing revenue; (4)
putting these factors together in a way which would
mean continued service.

Change in Management.

Change in management policies was, of course, a
matter which was primarily a concern of the stock-
holders. At all stages, however, this Commission, like
predecessor commissions, urged constructive co-operation
on the New Haven management as a policy which should
bear fruit.

Our earlier reports indicated the prospective change in
management policy consequent on new ownership of
much of the New Haven stock, and the importance of
this change in all aspects of the problem. The new
management has now been installed and it has stated
new intentions in respect of the passenger service. It
has already done a number of things to make these
intentions manifest.

11.



HOUSE No. 2050.1949.] 9

The Commission, through Mr. Albert W. Kimber of
Washington, D. C., an expert in the field of railroad
finance-accounting, made a complete study of the 1947
results on an out-of-pocket basis. Mr. Kimber’s reports
of September 14, 1948, and October 23, 1948, consoli-
dating his earlier partial reports, are annexed as part of
this report. They show that the out-of-pocket burden
of the Old Colony passenger service was $1,695,532.

This contrasts with $3,600,238 shown by the New
Haven as passenger losses under the so-called segregation
formula.

It will be recalled that in the letter of February 20,
1948, to Governor Bradford, the then president of the
New Haven, in connection with notifying the State of
the prospective abandonment of passenger service, said
iu substance that the New Haven was prepared, if re-
quested, to continue to furnish passenger service via
Mansfield to New Bedford, Taunton and some service
to the Cape. Mr. Kimber’s studies show that the out-of-
pocket burden of the passenger service other than this
New Bedford, Taunton and Cape operation is about
$470,000 less than the total out-of-pocket burden of all
passenger service. Therefore if it be assumed that the
New Haven is willing in any event to bear the burden
of this more distant passenger service, the significant
burden of the remaining commuting passenger service,,
judged by the 1947 results, is in the range of $1,200,000..

In fact, however, the prospective burden of commuter
passenger service is greater than $1,200,000, due to a
substantial diminution in passenger traffic and prospective
increases in operating costs. In the Old Colony passenger
area the patronage in 1948 is running from 20 per cent
to 25 per cent less than in 1947. We are told that the
use of passenger trains generally in the United States
has fallen off comparably. The diminished use of trains

Out-Of-Pocket Measure of Passenger Service
Burdens.
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by commuters, we believe, has meant an increase in
the number of automobiles which are driven in town or to
the outlying stations of the M. T. A. system, such as
Columbia, Fields Corner and Ashmont. The state-
supported highways facilitate the competitive forms of
transportation.

At the request of the Commission Mr. Kimber has also
prepared a statement which can be used hereafter to
measure the true out-of-pocket effect of passenger opera-
tions. This report is annexed. It will be available for
use in evolving with the Railroad a firm agreement rela-
tive to the extent of passenger service to be furnished
from time to time hereafter, and for subsequent use by
agencies of the Commonwealth in judging the service
furnished to the area.

It will be recalled that the segregation formula is the
one provided in the plan of reorganization of the New
Haven Railroad, to be used to determine whether passen-
ger service should continue or can be entirely abandoned
in the Old Colony area. This formula apportions all the
overhead expenses and all the costs of operation of the
railroad between the passenger and freight business. The
difference between the segregation formula and the out-
of-pocket formula is simply that under the latter all costs
which will continue anyway, whether or not passenger
service is abandoned, are charged to freight.

There is no doubt that under the plan in accordance
with the segregation formula the New Haven on October 1,
1948, accrued the legal right to abandon all passenger
service in the Old Colony area. There is no stated limita-
tion on this right. Public authorities are authorized, if
they doubt the correctness of the figures, to apply to the
District Court of the United States for the District of
Connecticut for the appointment of a master to verify
the accuracy of the computations. This Commission em-
ployed the firm of Lybrand, Ross Bros. & Montgomery
to study and report on the accuracy of the computations
under the formula. As stated in our report of June 2,1948,
the accountants found the computations substantially
accurate.
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The fact that the out-of-pocket results are in the range
of $2,000,000 less than the formula results, of course,
does not prove the computations under the formula wrong
or relieve the situation from the effect of the formula
under the plan. The concept of the plan was that after
making the apportionments, the passenger service should
be given the benefit of a stated offset which was deemed
under the plan sufficient to allow for all the equities.
This is not the place for extending the criticism of the
plan, which has been commented on fully in reports of
earlier commissions and to some extent in our earlier
reports. The amount of the credit is $850,000 for each
of two years, and thereafter $500,000 for any two-year
period. The first year’s operations ended October 1, 1948,
with formula losses in the range, as we are informed, of
$4,000,000. It is apparent that the $850,000 credit is
insignificant against this figure.

The out-of-pocket approach is the one commonly used
by United States railroads to determine management’s
attitude toward the continuance of passenger service.
Notably in this area it has been used for years on the
Boston & Maine Railroad. It is apparent that the New
Haven management is now using the out-of-pocket ap-
proach to judge the Old Colony passenger service.
Further, there is in our minds no reasonable doubt but
that this out-of-pocket approach will continue to be used
hereafter by the New Haven Railroad, at least so long
as the present management continues, to determine
whether or not the passenger service is deemed burden-
some. In this respect a most important objective of this
Commission has been attained.

When this Commission was appointed the apparent loss
which had to be overcome as presented by the then rail-
road management was too large to deal with effectively.
It was impossible to evolve savings or increased revenue
which would reduce a segregation formula loss from
$3,600,000 to $850,000 for each of two years, or to $500,000
for any twenty-four months’ period thereafter. The pic-
ture is now greatly changed through the efforts of this
Commission and the advent of co-operative management.
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We now have a much lower significant loss figure and
.one which we believe is reducible to the point where it is
reasonable to expect passenger service to continue.
Further, we believe that these reductions can be made
and that in connection with them the railroad can reason-
ably be expected to make commitments for the con-
tinuance of passenger service.

Further Reduction of Passenger Service
Losses and Increased Revenue.

Our earlier reports stated many available steps in this
field. Some of them, such as the use of Diesel power and
the installation of interurban methods of fare collection
and accounting, require study, an assurance of income and,
of course, a co-operating management. The manage-
ment reports that it is intensively studying the prospects
of Dieselization. It manifests a willingness to co-operate
in other respects.

Other steps are of more immediate effect. The in-
stallation of flashing signals for crossing protection has
been going forward rapidly. The management has
announced plans for expediting schedules and doing away
with unnecessary station and maintenance expenses.
Schedules have been revised. The Old Colony Transpor-
tation Committee, with members from many of the towns
and cities affected, is active to secure increased use of
trains and other measures for relief. This Commission
in its first report suggested the propriety of an increase
in fares. The railroad thereafter filed a petition with the
Department of Public Utilities which has not yet been
acted upon. We are informed that such action has been
withheld in order to permit a full solution of this entire
problem. In view of the decreased patronage of the road
it is now an open question whether increased fares will
make for a net increase in revenue.

All these and other constructive efforts will unquestion-
ably have a beneficial effect on the total of losses.

However, all of these steps will in our judgment fall
short of reducing the out-of-pocket burden, rising from
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11,200,000, to a figure which will make reasonably sure
the continuance of the Old Colony passenger service.

The alternatives before the Commonwealth are either
to get further into the transportation business itself in
some indirect or direct way, or to assist in bringing about
a situation which will make it reasonable to expect that
private ownership will continue the service. We believe
that the latter is the more desirable course. We believe
that it is in the interest of the Commonwealth, the Old
Colony area and the city of Boston that the passenger
service on the Old Colony be kept, and therefore that
further action to reduce the burden of this service is now
required in the public interest.

Our studies have led us to the conclusion that action
relative to the South Terminal property furnishes the
key, both as to reduced costs of Old Colony service, and a
reason for expecting the New Haven to sustain some
out-of-pocket burdens in that service.

The biggest single item of cost to Old Colony passenger
service which is attackable by public action is the South
Station cost.

The net charge in 1947 to the Old Colony on account
of the South Station costs was $772,622.01 (Kimber
September 14 report, page 124). These are railroad
figures not out-of-pocket.

This has meant that about 15 cents of each fare paid
by commuters has been required to pay South Station
costs. This has been within a few cents of the total of
many fares paid. Obviously, such charges cannot con-
tinue if the service is to be kept. Some of these charges
should be shifted off the Old Colony and on to other
New Haven use. Kimber’s figures (September 14 report,
page 135) indicate that claim can be made that over
$250,000 of the charges are in this category.

But to reduce the bulk of the burden, taxes and bond
interest must be dealt with.

At the present valuation and tax rate the taxes on the

The South Terminal.
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property approach $1,000,000, and about 30 per cent of
this amount is chargeable to the Old Colony.

Under the New Haven reorganization plan the bond
interest burden chargeable to the Old Colony would be
reduced to about $79,000 per year. This plan has not
been accepted, however, by the Terminal Company, and
the bond interest burden has not finally been determined.

The Terminal Company is free not to accept the New
Haven plan. It does not appear, for reasons hereinafter
stated, that interest could be nearly as low as this (that
is, $79,000, as Old Colony share) if the station is to be
refinanced privately. The indications are that under
private ownership the bond interest burden would be
twice as great as the court has already indicated should
be the maximum.

The Commission does not believe the taxes on this
property in private ownership would continue to be in
the range of $1,000,000. It is understandable why
during the hiatus of reorganization the valuation of the
terminal has not been reduced, although valuation of
other real estate in the neighborhood has shrunk.

In view of the Interstate Commerce Commission’s
figure of $9,000,000 as the fair value of the terminal
(hereinafter discussed), it is our view that the tax revenue
which the city would expect over the years from this
property is substantially less than $1,000,000, and
perhaps about one half of this sum.

The recommendation of the Commission for public
purchase of the terminal and its lease to the railroads is
made for the purpose of securing relief from the burden
of taxes, the lowest possible bond interest, and, from the
railroad, an agreement to shift off the Old Colony passen-
ger service many terminal charges which have over the
years been charged to it; and also, and importantly, a
firm commitment for the continuance of Old Colony
passenger service.

This Commission said in its June 2 report

The Commonwealth, the railroads, the city, the bondholders and
the passengers have a difficultproblem at the terminal. A constructive
solution will impose much less cost on the commuting business.
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We believe that if the Commonwealth is to assist the
railroads in the solution of that difficult problem, even
though it is in the Commonwealth’s direct interest to
do so, the railroad principally concerned should make
those commitments which will end the recurring Old
Colony crises and make reasonable service certain and
permanent.

The South Station was built under the Acts of 1896,
chapter 516. It is a common carrier subject to the
Interstate Commerce Commission. Under the statute
the Boston & Providence Railroad Corporation, the Old
Colony Railroad Company, the New England Railroad
Company, the Boston & Albany Railroad Company
and New Haven were required to use it “for all of their
terminal passenger business in Boston.” Section 4 of
chapter 516, Acts of 1896, provides that in case the
mortgage is foreclosed the using railroads shall “pay
any deficiency ... in such proportions as may be just
and equitable, having regard to the use which they or
their lessees may have respectively had ... so that
the full payment of the principal and interest of bonds
issued . . . shall not in any event fail.”

Under the statute the using railroads are required to
pay each year the entire net expenses as apportioned
by the Massachusetts Department of Public Utilities.

There are presently outstanding $13,992,000 of 3]A per
cent bonds and $1,163,000 of 4 per cent bonds. The
3J/2 per cent bonds were due February 1, 1947, and the
4 per cent bonds will be due July 1, 1950. As a result
of cessation of annual payments caused by the New
Haven bankruptcy, the Boston Terminal Company is
itself in bankruptcy. As a result of the bankruptcy
the bondholders have acquired substantial claims against
the New Haven. The Boston & Albany has continued
to pay the Trustee of the Boston Terminal Company
in bankruptcy the Albany’s share of the interest when
due, and it has paid its share of the taxes. The bond-
holders’ claims against the New Haven (and in part
against the Albany) include the principal of the first
mortgage bonds, nine years interest totalling $4,826,160
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on the bonds, and a claim for a deficiency if the property
is foreclosed to equal the amount due for principal and
interest less the foreclosure payment. The Trustee in
Bankruptcy of the Terminal Company also has claims
against the railroad principally for use and occupation
during bankruptcy in an amount to be determined,
probably not less than $2,400,000 nor more than
$4,830,000. The city of Boston has a claim against the
New Haven for back taxes in the amount of $3,426,668.
A statement of the claims based on figures furnished the
Commission is hereto annexed.

An examiner for the Interstate Commerce Commission
has recommended foreclosure of the South Station and
an upset price of $9,000,000, and sale to a person or cor-
poration qualified under applicable law to operate the
property. The Interstate Commerce Commission has
not so far passed on this report. Nine million dollars
represents, according to the report of the Examiner, the
present fair value of the property. The testimony before
the Examiner was of a value of $9,500,000 for use for
railroad purposes and $6,500,000 for unimproved value
of the land if the terminal were removed. A copy of the
report of the Interstate Commerce Commission Examiner
is attached.

Expert testimony before this Commission relative to
the bond market indicates that if the New Haven and
the New York Central as lessee of the Boston & Albany
were to buy the Terminal property, assuming they could
do so, and issue long-term bonds therefor, they would
probably have to sell the bonds on a basis of 6 per cent
or higher, if they could be marketed at all, whereas bonds
guaranteed by the Commonwealth and issued for the
same purpose for a term of forty or fifty years would
sell at not more than 2Yi. per cent. At 6 per cent the
bond interest charge would be $540,000, or almost ex-
actly the former charge ($536,240, Kimber, September
14 report, page 135). At 2]/% per cent the total bond
interest on $9,000,000 would be $270,000, or just about
the $275,000 which the federal court has found to be fair.
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Recommendation.

The recommendation of the Commission at this time
is conditional. It is that, provided the New Haven
makes an adequate firm commitment relative to pas-
senger service in the Old Colony area, the Commonwealth
purchase the property of the Boston Terminal Company
at not in excess of the upset price as finally fixed by the
Interstate Commerce Commission; that it issue bonds
to pay for the same and perhaps for such improvements
as can be shown to be sound businesswise, and that it
lease the Terminal properties to the railroads for their
operation for a forty or fifty year term, with an annual
rental sufficient, at least, to pay in the course of the
term the interest on the bonds and the full principal
debt and to pay all expenses.

The General Court on adopting this recommendation
should designate the agency to be in charge. We believe
that it would be suitable to place the property in charge
of the Boston Port Authority, which is already acting
as the Commonwealth’s agent for substantial real estate
in the city and near by.

The risk to the Commonwealth in this proposal lies in
whatever possibility there is of the railroads defaulting
under their leases due to their bankruptcy or reorganiza-
tion hereafter. At some stage the amortization payments
would have reduced the risk to the point where it would
be met by the value of the property itself. The Com-
mission would prefer if possible, therefore, that the amor-
tization payments be larger in the first years of the lease.
The future of railroad transportation is somewhat uncer-
tain, and can be more reasonably forecast for one or two
decades than for four or five.

This plan would relieve the railroads of from one half a
million to a million dollars of taxes, and a very substantial
amount of bond interest. Approximately the difference
between the interest on state bonds and on railroad bonds

111.
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would, over the years, be sufficient, we are informed, to
amortize the principal debt. The relief in bond interest
and in taxes so far as the Old Colony is concerned would be
a direct relief to the users of the Old Colony passenger
service in view of the fact that the continuance of that
service depends upon the reduction of losses to a reason-
able amount.

This purchase would deprive the city of Boston of
taxes. The New Haven has already been legally relieved
of the obligation to use the South Terminal. If it aban-
dons passenger service in the Old Colony area, as it may
do, it would be possible for it to confine its terminal ac-
tivities elsewhere. Damages for this would be assessable,
not against the reorganized New Haven, but only against
the estate of the former company in bankruptcy, and pay-
able in common stock. It is a question of law whether the
Boston & Albany would be liable for the full cost of the
Terminal operation if the New Haven withdrew. The
prospect, however, is not a good one for the long run
continuation of the Terminal in this area if the
New Haven abandons it. The effect on real estate of
the loss of the Terminal has been variously estimated by
witnesses before this Commission. All agree that it would
be very substantial. It is recognized that there would
eventually be some compensation in increased assess-
ments elsewhere, but we believe that the city of Boston
has a substantial stake in the continuance of the Ter-
minal. There would, of course, be additional costs to the
city in accommodating this passage business elsewhere
streets and subways would have to be changed.

Due to the fact that the tracks at the North Station
originally extended much nearer to Haymarket Square
than at present, and that the land on which railroad
tracks run in this Commonwealth enjoy an exemption
from taxation, the Commission is informed that a sub-
stantial part of the North Station property is now exempt
from taxation. Other terminals, such as air and ocean
freight, are now owned by the Commonwealth.

We believe, as stated, that if an act for purchase is to
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be passed, the New Haven in connection therewith should
make a reasonable and fair commitment for the contin-
uance of passenger service in the Old Colony area. The
determination of what this should be may present diffi-
culties, both legal and practical. The owners of the road
and the management have been understandably reluctant
to state, under the present uncertainties, that they would
relinquish the control over the destinies of the passenger
service, which they presently have. This Commission
does not intend its recommendation to suggest that the
railroad has indicated that if the recommendations of this
report are adopted by the Commonwealth the railroad
will waive its accrued legal rights. The railroad has made
it clear that it believes the future of the service is neces-
sarily related to the efforts of all concerned to overcome
the continuing serious out-of-pocket losses, and it has
shown its own present and continuing efforts to do this
and make the continuance of the service feasible.

We believe that if our proposal relative to the South
Station should meet with favor, there should exist a basis
for negotiating an agreement as to the passenger service.

A possible solution would be for the New Haven to agree
to continue service subject to the orders of the Department
of Public Utilities. The draft act attached incorporates
such a provision without intending to foreclose the con-
sideration of other approaches to the problem.

We believe that the proposal made is sufficiently in
the interest of all concerned, including the railroad, to
justify the railroad in announcing forthwith that the legal
right which it has accrued to abandon service will not be
exercised March 1, 1949 (the present extension date),
but will be withheld if necessary for at least the full term
of the Legislature, to permit consideration of this pro-
posal, and for a reasonable time thereafter in any event.

It is apparent from the amount of the claims of the
Boston Terminal Company against the railroads that
no matter who purchases the Terminal Company on
foreclosure proceedings, if they occur, the railroads will
be required to make very substantial payments in settle-
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inent of the outstanding claims. If the Commonwealth
pays no more than the upset price as finally fixed by the
Interstate Commerce Commission, as the body having
jurisdiction, it would appear that the action of the
Commonwealth in purchasing the Terminal would not
have made any contribution to the settlement of those
claims. They are, of course, no concern of the Common-
wealth.

This Commission does not wish the Commonwealth
to get further into the business of carrying passengers,
directly or indirectly. It believes that the proposal
made would keep it out of the railroad business and
would have an excellent chance of doing so without any
expense whatever to the Commonwealth. It would
facilitate the settlement of an extremely complicated
South Station situation and should mean the permanent
fair solution of the Old Colony passenger service. The
expectation of full payment of the bonds from the annual
lease payments, and the security of the real estate itself,
make it possible to say truthfully that a long-range,
constructive solution of this problem would have been
purchased by the Commonwealth at small or nominal
cost.

The large amount of excess office space in the South
Station building may furnish a partial answer to the
question of where to place expanding agencies of the
Commonwealth at reasonable cost. It might be possible
to add additional stories to the structure to accommodate
eventually all state agencies not in the State House.

The equities between the Commonwealth, the Old
Colony area, and the city of Boston are for the General
Court to determine in the last analysis.

The plan of reorganization of the New Haven has,
according to its language and the opinions of the court,
amended the charter of the New Haven so that, with the
accumulated losses, there is no longer any obligation to
carry passengers in the Old Colony area or to use the
South Terminal. It may be that a new contractual ob-
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ligation in respect to this service would require the
approval of the Interstate Commerce Commission. We
are hopeful, however, that there is sufficient merit in
the proposal so that all technical and legal difficulties
can be met.

As indicated, if this proposal is to be accepted, it will
be necessary to evolve the terms of the railroad’s agree-
ment to supply passenger service. This Commission
should be continued, we believe, to negotiate these
terms and make recommendations to the General
Court therefor. Also, if this plan fails, this Commis-
sion should be immediately available to recommend
alternative action in order that passenger service be
not put in jeopardy.

We have not undertaken to develop with the New
Haven management any agreements in relation to this
proposal. It would have been presumptuous for this
Commission to assume one way or another as to the
view of the General Court on such an important step as
the purchase of the South Terminal property. Any
conditional agreements would, we think, have implied
an expectation of action by the General Court.

We report our recommendations as this Commission’s
proposal for study, negotiation and development. We
think there is reason to hope that it will solve the chief
problem. The now existing common intent of all at
interest to solve it if possible is a favorable augury. It
must be remembered, however, that the continuance of
the service in the last analysis will depend upon the con-
tinuance of a reasonable degree of use. The trend to
alternative means of getting to Boston cannot go on
indefinitely.

Proposed acts to continue the Commission and permit
the purchase of the terminal property are annexed
(Appendices A and B). It is recognized that this act
for purchase may require very substantial amendment,
but it is deemed advisable to submit means for the action
of the General Court. This is submitted as an interim
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report. It is recommended that an order 1 be adopted
extending the time for final report of this Commission
under the 1948 enactments to March 1, 1949.

Finally, the Commission is grateful to all groups and
individuals who appeared at public hearings, executive
sessions or submitted helpful plans and suggestions which
aided in our deliberations. Such data are retained by the
Commission and are available for any future use.

Respectfully submitted,

JOSEPH S. YIROSTEK,
Chairma

CHARLES W. HEDGES,
Vice-Chairm

EDWARD C. STONE.
JOHN A. ARMSTRONG
JOHN G. ASIAF.
FRED W. STEELE
EDWARD N. GADSBY.
G. LEO BESSETTE.
Michael j. McCarthy.
JAMES A. O’BRIEN.
NATHANIEL TILDEN.
GEORGE A. DALEY, Jr.
ROLAND H. PARKER.
JOHN J. LANG.

Draft of such order isattached (Appendix C!
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While being in accord with the members of the Commis-
sion in the majority report, and stating that the Commis-
sion are deserving of public congratulations for the unsel-
fish efforts which they have devoted to the solving of this
complex problem, I must reserve my right to agree en-
tirely until the question of taxes on the South Station
properties has been settled to the satisfaction of the city
of Boston.

I make this statement as the only Boston member of
the Commission and because I am aware of the effect of
tax loss to the city.

It is my desire to make every effort to continue passen-
ger service on the Old Colony, and believe that the
recommendations of the Commission are made with this
object in mind.

JOHN E. POWERS.

STATEMENT OF JOHN E. POWERS.
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STATEMENT OF CLAIMS OF BONDHOLDERS
AND TRUSTEE IN BANKRUPTCY OF BOS-
TON TERMINAL COMPANY AGAINST THE
USING RAILROADS.

Bondholders’ Claims.
1. First mortgage bonds (principal amount)

. . $15,155,000
Secured up to the value of Terminal properties.

2. Interest on bonds.
This claim is classified as an administration

claim and therefore payable in cash. Last pay-
ment of interest to the bondholders was made
October 30, 1939:

113,992,000at V/ 2% . . . $489,720
1,163,000at 4% . . . 46,520

Nine years’interest at . .
. $536,240 4,826,160 1

3. Deficiency claim.
Upon sale at foreclosure of the Terminal prop-

erties for $9,000,000, the upset price suggested
by the I. C. C. examiner, the deficiency would
amount to 10,981,1602

If collected from New Haven, payable in com-
mon stock.

If collected from Albany, payable in cash.

Exhibit A.

1 The Albany has continued to pay to the Terminal trustee in bankruptcy its 30 per cent
bare of interest when due, so that as of October 30, 1948, said trustee had on special deposit
total of $1,447,848. The New Haven system’s 70 per cent share remaining unpaid as of

October 30, 1948, amounted to $3,378,312.
2 This amount represents the balance of the bondholders’ claim, principal and interest,

above the upset price of $9,000,000 for the properties. If the claim for bond interest and/or
the claim for use and occupation are collected in cash from the railroads, the deficiency claim
would be reduced by such amounts.
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Trustee’s Claims.
1, Interest on Terminal bonds as an administration

claim. If collected by the bondholders, it would
not be collectible also by the trustee $4,826,160

Use and occupation during bankruptcy.

This claim might be extinguished if the claim
for interest is satisfied. (See Old Colony v. New
York, New Haven & Hartford Railroad Com-
pany, 161 F. 2nd 413, 423-429.) On the other
hand, upon continued use of the properties from
the time that the Terminal Company went into
bankruptcy, the railroads may have become
liable for both interest on the bonds and rent
based upon the fair value of such use. In any
event, the claim is classified as an administration
claim and therefore payable in cash. The mini-
mum amount would presumably be $275,000 per
annum, the rent fixed by the I. C. C. in the Ter-
minal plan recently rejected, i.e., $2,475,000 total
for nine years. The maximum amount would
appear to be $536,240 per annum, the “rent”
payable prior to bankruptcy of the Terminal
Company, i.e., $4,826,160 total for nine years.

Damages for breach of the statutory obligation to
use the Terminal.

Effective only against New Haven. Not liqui-
dated.

Counsels’ claim for fees and expenses allowed and
estimated 427,667

City of Boston.claim against New Haven system only
for back taxes 426,668

Taxes owing to the city of Boston on account of
the Terminal properties are a direct obligation of
the using railroads.
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Exhibit B.

FINANCE DOCKET NO. 12625
BOSTON TERMINAL COMPANY REORGANIZATION

April 22, 1948.

Notice to Parties of Record;

Exceptions to the proposed report in the above-entitled
proceedings must be filed in Washington and served so
as to reach other counsel or parties of record within 30
days from the date of this notice. Replies to exceptions
may be filed and served not later than 10 days after the
date upon which exceptions are due.

W. P. BARTEL,

FINANCE DOCKET NO. 15775
BOSTON TERMINAL COMPANY TRUSTEE

INTERSTATE COMMERCE COMMISSION
WASHINGTON

ABANDONMENT

Secretary.



HOUSE No. 2050.1949.] 27

PA.GJH

31GeneralI
A. Nature of Proceedings, Hearings, Interveners
B. Classification of Creditors and Stockholders

31
32

C. Debtor’s Corporate History and Description of its Prop-
33erty

D. Present Capitalization, Claims and Mortgage Lien 35
E. Bankruptcies of Certain of the Using Railroads as they

affect the Debtor 36
F. Debtor’s Proposed Plan as Proposed to be Amended by

New Haven and New York Central 39

1. Capitalization and Description of New Security 39

Allocation of New Securities and Cash 41
Terminal Facilities by the Rail-Payment for Use of

roads 41
4. Other Provisions 42

sed PlanG. Mortgage Trustee’s Prop<
H. Objections of the Parties
I. Conclusions as to Certain

43
44

Features of the Plan 46

II New Capitalization and Charge: 47

A. Assets, Valuation Data, Traffic, Revenue, etc.
1. Book Assets and Unliquidated Claims against Others

47

47
Valuation Data 48

3. Traffic, Revenues and Expenses
4. Income available for Fixed Charge

49

51

111 Plan recommended 52

A. Defects of Proposed Amendment to Debtor’s Plan
B. Foreclosure and Sale .....

52

59

C. Upset Pric 63

IV Motion that Sale of Debtor’s Property at Foreclosure l
not Inconsistent with Section 77 of the Bankruptcy Act 67

V Authorization for Certificate authorizing Abandonment 67

INDEX



HOUSE No. 2050. [Jan.28

FINANCE DOCKET No. 12625.
BOSTON TERMINAL COMPANY REORGANIZATION.

FINANCE DOCKET No. 15775.
BOSTON TERMINAL COMPANY TRUSTEE

ABANDONMENT.

Under the plan recommended by the examiner, the
Terminal Company mortgage trustee would foreclose
the mortgage held by it securing the first-mortgage
bonds of the debtor acting under the power of sale con-
tained in the mortgage and in accordance with the laws
of the Commonwealth of Massachusetts governing sales
at foreclosure (in so far as they are not inconsistent with
any provisions of the plan) and the net proceeds of such
sale after the payment of the expenses incident thereto
would be paid over to the debtor’s trustee subject to
the same lien thereon the bondholders or their indenture
trustee now have on the mortgaged property.

The plan also would provide that the property should
be sold at not less than a fair upset price of $9,000,000,
subject to the condition that the property could only be
sold to a person or corporation qualified under applicable
laws to acquire and operate the property, and who
undertakes so to do.

INTERSTATE COMMERCE COMMISSION
WASHINGTON.

SUMMARY OF PROPOSED REPORT.
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After payment of prior claims the remaining proceeds
from the sale of the property or derived from any other
assets of the debtor, would be paid over to the mortgage
trustee for payment by it, subject to the terms and
conditions of the indenture, to the extent possible, of
the full amount of the principal of the bonds and accrued
interest to the date of payment. Any surplus remaining
after such payments would be paid to the person or
persons entitled thereto.

Action on the application for abandonment would be
held in abeyance until a purchaser for the property had
qualified to acquire and operate the property.
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(1) Plan of reorganization for the Boston Terminal
Company, pursuant to section 77 of the Bankruptcy
Act, as amended, recommended. 2

(2) Finding that foreclosure of mortgage of Boston
Terminal Company, debtor, and sale of property of such
debtor upon prescribed conditions, will not be incon-
sistent with the reorganization requirements of such
debtor under section 77 of the Bankruptcy Act, as
amended, recommended.

James N. Clark for debtor’s trustee.
B. A. Brickley and Oliver R. Waite for debtor.
Robert H. Davison, Paul C. Reardon, Damon E. Hall,

Rutherford E. Smith, George B. Rowlings, George P.
Drury, Curtiss K. Thompson, Henry W. Anderson, Lewis
F. Powell, Jr., Nan Ross McConnell, H. J. Wells, J. H.
Gardner, Jr., George H. Fernald, Louis Kofsky, Millard
H. McEwen, William H. Gilfoil, and John Nobel, for
interveners.

INTERSTATE COMMERCE COMMISSION.

FINANCE DOCKET No. 12625.
BOSTON TERMINAL COMPANY REORGANIZATION. 1

1 This report also includes Finance Docket No. 15775. The Boston Terminal Company
abandonment.

Prior report, 236 I. C. C. 787,
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The Boston Terminal Company (hereinafter called
the debtor or the Terminal) in proceedings No. 63,870 1

debtor’s reorganization pursuant to the provisions of
section 77 of the Bankruptcy Act, as amended, 11 U.S.C.
205, pending in the District of the United States for the
District of Massachusetts, on November 17, 1942, filed
a plan of reorganization. 2 The Mutual Savings Bank
Group Committee 3 (hereinafter called the Savings Bank
group), on January 12, 1943, filed a plan of reorganiza-
tion. 4 On July 15, 1947, the Webster and Atlas National
Bank of Boston, trustee under the debtor’s first mortgage
(hereinafter called the mortgage trustee) filed a plan of
reorganization. On the same date, the mortgage trustee
filed a motion asking that the Commission hold immediate
hearings upon the plans of reorganization then filed.
The motion also asks that the Commission rule and
determine, that the foreclosure of the mortgage securing
the debtor’s bonds and subsequent liquidation and dis-
tribution of the debtor’s assets to the persons entitled

REPORT PROPOSED BY EXAMINER HARVEY H.
AVILKINSON.

I. General.

A. Nature of Proceedings, Hearings, Interveners.

1 A petition for reorganization of thedebtor was approved November 20, 1939. A trustee
inbankruptcy was appointed and his appointment was approved by the Commission Febru-
ary 25,1940, and the trusteequalified on March 7, 1940. A successor was appointed on Decem-
ber 24, 1947, and hisappointment was approved by the Commissionon January 23, 1948.

1 This plan was filed at a time when the situation with regard to the income of the Terminal
Company was very indefinite, and no effort was made to provide therein the amount of new
bonds thatwould bear interestat a fixed rate or the amount that would bear no interest until
a future date. At the hearing counsel for the debtor stated that since the using railroads (who
control the debtor through stock ownership) were to participate in the proceedings, the debtor
would leave to the individual railroads the matter of presenting such evidenceas they might
deem advisable to bring the plan down to date.

3 The group represented, at the time its plan was filed, approximately $7,400,000 of the out-
standing bonds of the debtor.

4 This plan was formally withdrawn at the hearing on plans held on November 3, 1947,
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thereto is not inconsistent with section 77 of the Bank-
ruptcy Act. The mortgage trustee also on January 15,
1947, applied to the Commission for a certificate of
public convenience and necessity authorizing abandon-
ment of the debtor’s properties. On October 29, 1947,
the New York, New Haven and Hartford Railroad
Company (hereinafter called the New Haven), and the
New York Central Railroad Company (hereinafter called
the New York Central) filed what is purported to be an
amendment to the debtor’s plan of reorganization. 1 A
hearing was held on the plans, the motion, and the
application for abandonment, and briefs were filed.

In addition to the above parties and the debtor’s
trustee, the Commonwealth of Massachusetts, the pro-
tective committee for holders of the debtor’s bonds, and
a group of institutions holding bonds of the debtor,
intervened and took part in the proceedings. Repre-
sentatives of the Railway Labor Executives’ Association
and other labor organizations also participated in the
proceedings in so far as they pertained to the abandon-
ment application. The positions taken by such inter-
veners will be stated hereinafter following an outline of
the plans submitted. The briefs filed by the parties
will be considered in connection with the subjects to
which they relate.

B. Classification of Creditors and Stockholders.
No order has been entered as yet by the court classify-

ing the debtor’s creditors and stockholders pursuant to
section 77 (c) (7).

1 Theserailroads control the debtor, and the amendment in effect is a complete plan of
reorganization,and practically supersedes the debtor’s plan by adopting the provisions of the
debtor’s plan, except that it prescribes the amount of fixed-interest and deferred-interest
bonds that would be issued in the reorganization, and also attempts to provide for certain
claims which have arisen since the filing of the debtor’s plan.
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of its Property.

The debtor is a Massachusetts corporation created and
existing under an Act of the General Court of Massa-
chusetts entitled, “An Act to Provide for a Union Station
for Passengers on Railroads Entering the Southerly Part
of the City of Boston,” enacted as Chapter 516 of the
Acts and Resolves for the year 1896. It is a common
carrier by railroad engaged in interstate commerce, its
property and operations being limited to a terminal and
terminal facilities primarily for passenger trains com-
monly known as South Station.

The charter authorized the debtor to purchase, or
otherwise take in fee, the whole or any part of certain
land in the City of Boston within defined limits. Pursu-
ant to this authority, the debtor did acquire certain real
estate in Boston having a total area of approximately 33
acres and erected thereon a large terminal and station
office building, together with tracks, signals, and struc-
tures necessary for the operation of a terminal. The
only substantial changes made in the debtor’s property
since its original construction have been the extension
of the three top floors of the original building, the re-
moval of the track shed over the tracks, improvements
in the concourse, and the sale to the United States gov-
ernment of a portion of the land for the erection of a
parcel post building.

The five railroad companies named in section 2 of the
Massachusetts Act of 1896 were by section 9 ordered to
use the station and the terminal facilities “for all their
terminal passenger business in Boston.” These five rail-
roads were the Boston & Providence Railroad Corpora-
tion, the Old Colony Railroad Company, the New Eng-
land Railroad Company, the Boston and Albany Rail-
road Company, and the New Haven, “being Lessee of
the Old Colony Railroad Company.” The New England
Railroad Company was merged with the New Haven
and became its New England Division. Massachusetts

C. Debtor’s Corporate History and Description
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I

Acts of 1905, ch. 252. By Chapter 363 of the Acts of
1921 the legislature amended the Act of 1896 to make
the statute applicable to the New York Central Railroad
Company, as lessee of the Boston and Albany. By lease
dated April 7, 1888 the Boston and Providence Railroad
Corporation had leased its property to Old Colony Rail-
road Company for a period of 99 years, and the Old
Colony in its turn had leased its property including its
leasehold in the Boston and Providence to the New
Haven for a term of 99 years from March 1, 1893. The
stock of the debtor is held by or in the estates of the
railroad companies whose lines operate into the debtor’s
property.

Section 4 of the Massachusetts Act of 1896 authorized
the debtor from time to time to issue bonds secured by a
mortgage on its property in order to provide the funds
to carry out the purposes of the Massachusetts Act of
1896. Section 4of the act also provides that in case any
mortgage securing such bonds shall be foreclosed, and
there shall not be thereby realized a sum sufficient to pay
all of the then outstanding bonds secured by the mort-
gage that the railroad companies shall be held liable “to
pay any deficiency in the amount required to pay all
of said bonds and the interest thereon in such propor-
tions as may be just and equitable, having regard to the
use which they or their lessees may have respectively had
of the mortgaged property; and the supreme judicial
court (of Massachusetts) shall have jurisdiction in equity
to determine such proportions and to compel such pay-
ments to be made, so that the full payment of the princi-
pal and interest of bonds issued under the provisions of
this act by the terminal company shall not in any event
fail.”

Section 10 of the Massachusetts Act of 1896 required
the five named railroads to pay to the debtor for such
use such amounts as necessary to pay the expenses of
the administration, maintenance, and operation of the
station and the facilities connected therewith, including
insurance, repairs, taxes and assessments, and “the in-
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terest on its bonds or other obligations issued under the
provisions of this Act as the same shall become payable.”
The payment by the railroads were to be in the propor-
tion in which each had use of the station, to be fixed
either by agreement or by decision of the Board of Rail-
road Commissioners of Massachusetts (now the Depart-
ment of Public Utilities). The last determination was
made by the Department of Public Utilities by order
dated July 17, 1931, determining that the proportions of
the use be fixed at 70 per cent by the New Haven and
30 per cent of use by the New York Central.

The capital liabilities of the debtor computed as of
September 30, 1947, were as follows;

First-moitgage 3H% bonds due February 1, 1947 . 113,992,000 00
First-mortgage 4% bonds due July 1, 1950 . 1,163,000 00163,000 00
Amounts payable to affiliated companies . , . 204.000 09
Capital stock 500,000 00

Total $15,859,000 09

Accrued and unpaid bond interest as of the same date
was $4,383,170.

Secured claims for which proofs have been filed against
the debtor amount to $15,155,000, and unsecured claims
amount to $816,186.05.

The first-mortgage bonds of the debtor are secured by
first mortgage on all of the real estate of the debtor under a
mortgage indenture to Old Colony Trust Company of
Boston, trustee, dated July 29, 1896, and instruments
supplementary thereto dated September 19, 1896, January
5, 1897, and December 31, 1897. The Webster & Atlas
National Bank of Boston has been appointed and is now
acting as trustee under the mortgage indenture, having
succeeded Old Colony Trust Company of Boston as
Trustee.

D. Present Capitalization, Claims and
Mortgage Lien.
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On October 28, 1935, the judge for the District Court
for the District of Connecticut entered his order approv-
ing the petition of the New Haven for reorganization under
section 77 of the Bankruptcy Act. On June 3, 1936, the
Connecticut district court entered an order approving
the petition of the Old Colony for reorganization, and
authorized the trustees of the New Haven to operate the
property of the Old Colony for the account of the Old
Colony, the Old Colony lease to the New Haven having
been disaffirmed. Subsequently, on July 19, 1938, the
trustees of the Old Colony rejected the lease from the
Boston & Providence to the Old Colony. Following the
rejection of the Boston & Providence lease by the Old
Colony, the judge of the District Court for the District
of Massachusetts approved the petition of creditors of the
Boston & Providence for reorganization under section 77
on August 5, 1938. The New Haven trustees continued
to operate both the Boston & Providence and the Old
Colony.

On petition of the New Haven trustees the Connecti-
cut district court on October 30, 1939 entered its order
instructing the trustees of the New Haven to withhold
further payment of real estate taxes which under section
25 of the Massachusetts Act of 1896 were due directly
from the using railroads to the City of Boston upon the
Terminal property and payment to the debtor of amounts
equal to the franchise taxes of the debtor and interest
upon the outstanding bonds of the debtor. This order
was reversed by the Circuit Court of Appeals for the
Second Circuit (111 F. 2d 215) but was sustained by the
Supreme Court of the United States on February 3, 1941
(312 U.S. 156) as being a matter of administration and
within the jurisdiction of the district court.

Since the entry of the order of October 30, 1939, neither
of the using bankruptcy roads has paid to the debtor any
interest upon its outstanding bonds, although the New

E. Bankruptcies of Certain op the Using Rail-
roads as they Affect the Debtor.
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York Central has continued to pay an amount equal to
30 per cent of the interest accruing upon the debtor’s
bonds.

On September 11, 1947, the Connecticut district court
entered a consummation order and final decree in the New
Haven and Old Colony proceedings. On October 23,
1947, the same court entered an order confirming the
consummation date of the New Haven plan as of 3 o’clock
p.m., September 18, 1947. The plan of reorganization
approved by the Commission for the Boston & Providence
has been disapproved by the Massachusetts district
court, and returned to the Commission for further con-
sideration.

Under the New Haven plan, the properties, assets and
franchises of the Old Colony were transferred to the
reorganized New Haven. This plan also provides that
the reorganized New Haven shall acquire the properties
of the Boston & Providence on certain terms and condi-
tions in the event the Boston & Providence plan (which
plan contemplated reorganization through transfer of the
Boston & Providence properties to the reorganized New
Haven) was approved and confirmed.

During the course of the New Haven proceedings, ob-
jections to the inclusion of the Old Colony and to the
terms proposed for the acquisition of the Boston & Provi-
dence were made, particularly by certain New Haven
bondholders. Studies showed that the operations of both
the Old Colony and the Boston & Providence were result-
ing in large losses, and that among the factors causing such
losses were the obligations imposed by the Terminal
Company Act. In an effort to provide relief for the using
bankruptcy roads, provisions were included in both the
New Haven and the Boston & Providence plans modify-
ing their charters by relieving them of their statuory
obligations to use the Terminal facilities, and prescribing
the amounts which they should pay the debtor. 1

1 The pertinent provisions in the New Haven plan are as follows:
N. The reorganized company shall acquireas a part of its reorganization all of th

erties, franchises,and assets of the Old Colony except thoseof the Old Colony’s Bosto(those covered in Finance Docket No. 12614) upon the terms and conditions as follow
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l

The proposed modifications were vigorously opposed
by the Terminal Company interests. Their objections,
however, were overruled by the Connecticut district
court in its opinion of December 21, 1943 (54 F. Supp.
595), as well as in the court’s opinion of March 6, 1944.
Thecharter of the reorganized company and of OldColony shall be amended, and the fran-
chises, and statutory obligations of the reorganized company and of Old Colony (including
any charter, franchises, and statutory obligations acquired by the reorganized company in
connection with the acquisitions of the properties, assets, and franchises of any other rail-
road, and as operator of the Boston group) shall be amended or superseded so that the re-
organized company and Old Colony will be relieved of any obligation to continue to use the
property of the Boston Terminal Company, and of any obligation to makeany payments for
such use if and when such use shall be discontinued; (2) the obligation of the reorganized
company and Old Colony and their trustees to make payments on account of interest and
principal (at maturity or otherwise, including any deficiency on foreclosure or any other
claim with respect thereto) of the debt of theBoston Terminal Companyrepresented by its
presently outstanding bonds (or any extensions, renewals or refunding thereof) after the
date on which the trustees shall have made the last payments on account of interest on said
bonds, shall, so long as the reorganized company (for itself or as operator of theBoston group)
shall use the property of the Boston Terminal Company, be satisfied by payment by the
reorganized company of an amount per annum (and at that rate for any period of less than
a year) obtained byapplying to $275,000 the percentage of the total use of such property from
time to time by the principal debtor (including in such percentage prior to the consummation
of the plan used by its trustees for itself and as operators of Old Colonyand thereafteruseby
itself and as operator of the Boston group); and (3) the obligation to pay operating expenses

shall be limited to the amount of such expenses after deducting all revenues from rentals
and concessions: provided, however, that, if the number of passengers using the South
Station of the Boston Terminal Companyshall substantially increase in the future, thisCom-
mission will consider an application by any bondholder of the Terminal Company to make
an equitable revision of theamount payable by the reorganized company.

(6) The trustee in bankruptcyof the Boston Terminal Company orany receiver in equity
which may hereafter be appointed by any court of competent jurisdiction to manage the
property and affairs of such corporation shall have the right to elect whetherhe will exclude
the using bankruptcy railroads from further occupation and use of the property of the Bos-
ton Terminal Company and file a proof of claim for damages in these proceedings, or will
accept the terms proposed in the plan for the continued operation and use of such property
by such railroads and thereby waive all claim of damages arising from the rejection andall
claims for compensation for the use of its property other than such compensation as is pro-

vided by the plan, such election to be exercised upon the submission to him by this Com-
mission of the plan for acceptance or rejection under section 77 (e) of the Bankruptcy Act
and within such time thereafter as this Commission in its order of submissionshall fix; pro-
vided, however, that if such trustee or any successor receiver shall not exercise his election
by rejecting the plan within the time thus limited, and shall not file a claim for damages

herein within the 2 weeks next succeeding, then such trustee, his successor-receiver, the Bos-
ton Terminal Company and its creditors and stockholders shall, each and every one of them,
bebarred from participating as a creditor or creditors in these proceedings, or from prosecut-

daim for theestate of the using bankrupt railroads.
Note: By order dated July 24, 1947, the Commission ordered that the trustee of the debtor

make his election on orbefore August 29, 1947. In acting upon the petition of the trustee for
instructions, the Massachusetts district court authorized and instructed, by order entered
August 21, 1947, the trustee to elect to exclude the using bankrupt railroads from further
occupation and use of the property of the debtor and to file proof of claim for damages in these
proceedings. The debtor’s trustee election was duly filed with the Commission and made
a part of the record of the New Haven reorganization proceedings. Within the time fixed m

the New Havenplan the debtor’s trustee duly filed a proof of claim for damages in the New
Haven proceedings.

The Boston <fc Providence plan does not contain paragraph 1 (b) of section N (1) (b), since
the provisions of that paragraph were added to the New Haven plan after the Boston «k
Providence plan was certified to the court.
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On appeals from the district court’s order, the Circuit
Court of Appeals for the Second Circuit rendered opinions
on January 2, 1945, and January 13, 1947, confirming
the order (147 F. 2d 40, cert, denied June 18, 1945, 325
U. S. 884, and 161 F. 2d 413, cert, denied June 23, 1947).
The opinions held that under a plan of reorganization
the statutory obligations of the New Haven and Old
Colony under the Massachusetts Act of 1896 requiring
the railroads to use the terminal could be modified, and
that, in respect to the proposals for settlement of the
obligation of the debtor railroads for past and future
use of the debtor’s property contained in the New Haven
plan, such proposals were a matter for decision by the
debtor’s trustee. In regard to the obligations of the
debtor railroads to the bondholders of the debtor, arising
under section 4 of the Massachusetts Act of 1896 for
any deficiency which may be established through fore-
closure of the Terminal mortgage, the court held that
nothing in the New Haven plan could affect the rights
of the bondholders, stating that any deficiency after
it has been ascertained must be apportioned among the
using railroads by the Supreme Judicial Court of
Massachusetts.

F. Debtors Proposed Plan as Proposed to be

AMENDED BY New HAVEN AND New YORK
Central. 1

1. Capitalization and Description of New Securities.
Under the debtor’s proposed plan, as proposed to be
amended, the capitalization of the reorganized company
would consist of 814,851,900 first-mortgage bonds, and
500 shares of capital stock, par value $lOO per share,
or a total capitalization of $14,901,900.

$7,500,000 of the new bonds, hereinafter called fixed-
interest bonds would be dated August 1, 1939, would
bear interest at the rate of 3-percent per annum, payable
semiannually from August 1, 1939, and would mature

1 .Since, as stated in f'XJtnote 1 on page 32, this amendment pracidebtor’s plan, it is deemed unnecessary to summarize the debtor’s pla
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August 1, 1989. These bonds would be callable as a
whole or in part at any time at their face amount with
accrued interest, and would be entitled to the benefit
of a sinking fund into which there would be paid $50,000
annually. The sinking fund would be applied to the
purchase or redemption of these bonds. All bonds held
in the sinking fund would bear interest which in turn
would be used for the purchase or redemption of the
bonds. When all of the fixed-interest bonds have been
so purchased or redeemed, they would be canceled.

The remaining $7,351,900 of new bonds (hereinafter
called deferred-interest bonds) would be dated August 1,
1939, would bear no interest until the fixed-interest
bonds have been paid in full or canceled, after which
time the deferred-interest bonds would bear interest
at the rate of 3 percent per annum, payable semiannually.
The maturity date of the deferred-interest bonds would
be 50 years after the fixed-interest bonds have been paid
in full or canceled. The deferred-interest bonds would
be callable as a whole or in part at any time at their
face value with accrued interest, but only after all of
the fixed-interest bonds have been paid in full or canceled.
After the fixed-interest bonds have been paid in full or
canceled, the deferred-interest bonds would be entitled
to the benefit of a sinking fund on the same terms as
would be provided in the case of fixed-interest bonds,
except that there would be applied to the sinking fund
$54,443 per annum.

The existing mortgage indenture would be modified as
required by the provisions of the proposed plan and
would authorize the issue of additional bonds to provide
means to pay for such addition, betterments, and im-
provements as may be necessary to carry out the purposes
of the act incorporating the terminal company, and
otherwise w'ould remain in full force and effect.

The existing capital stock of the debtor would be
canceled and there would be issued 500 shares of new
capital stock of a par value of $lOO, to the present stock-
holders in specified proportions. The charter would be
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amended to provide for such new capital stock, would
provide that no dividends could be paid on the capital
stock until all of the new bonds shall have been paid
in full or canceled, and would place restrictions on the
transfer or sale of the capital stock.

2. Allocation of the New Securities and Cash. The
holders of the outstanding bonds of the debtor would be
paid from funds on deposit in lieu of mortgaged property
sold the sum of $2O on each $lOOO face amount of bonds,
and the balance, if any, of said funds would be paid into
the sinking fund and would be used to retire the new
bonds. In addition, the holders of the debtor’s out-
standing bonds would receive in exchange and in full
satisfaction therefor the $14,851,900 face amount ($15,-
155,000less $303,100 cash payment) of new first-mortgage

bonds.
The outstanding certificates for the existing capital

stock would be surrendered and canceled and certificates
for new shares would be issued for cash on the basis of
1 share of new' stock for each 10 shares of old stock sur-
rendered and canceled.

All other claims accrued prior to bankruptcy and here-
tofore filed against the debtor in these proceedings which
shall be finally allowed by the court would be paid in
full in cash, except the claims of the railroads themselves
or their respective estates, which claims w rould be waived,
provided the amount represented by such claims is
left with the reorganized company as working capital.
Funds for the payment of such other claims would be
provided by the using railroads in accordance with the
provisions of the debtor’s charter in the proportions as
now fixed by the Massachusetts Department of Public
Utilities.

All expenses of reorganization of the debtor approved
by the Commission and the court would be paid in cash
to be provided by the using railroads on the same basis
as the normal expenses of the debtor, and subject to the
provisions of section 77 of the Bankruptcy Act.

3. Payment for the Use of the Terminal Facilities by
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the Using Railroads. The railroad companies using
the facilities of the debtor would continue to pay to the
debtor for such use, in monthly payments such amounts
as may be necessary, after deducting all revenues from
rentals and concessions, would pay the expenses of its
corporate administration and of maintenance and opera-
tion of the station, and of the facilities connected therewith
and owned by the debtor, including insurance and all
repairs, all taxes and assessments which may be required
to be paid (pro-sided, however, that nothing proposed
in the plan would prevent the consummation of any tax
settlement heretofore or hereafter authorized or required
in the New Haven reorganization proceedings), and at
such time or tunes as may be necessary sums aggregating
$275,000 per annum for the use by the debtor in making
interest and sinking-fund payments upon the new first-
mortgage bonds from and after August 1, 1939, in ac-
cordance with provisions of the debtor’s charter as modi-
fied by the plan or otherwise, subject to appropriate
credit for payments already made by the New York
Central. The respective shares of the using railroad
companies in such payments would be determined in
accordance with the present provisions of the debtor’s
charter, as modified by the plan or otherwise; and any
excess of payments made by the New York Central
prior to such consummation would be refunded to that
company. All claims for use and occupation of the
terminal property by the using railroads prior to the
consummation of the proposed plan and like claims would
be released and canceled.

The charter of the debtor would be amended so as to
provide that each of the using railroads would be obli-
gated to use the terminal facilities of the debtor, and to
make payment for such use, only so long as the Com-
mission should not have authorized abandonment of
such use and pursuant to such authority. Such use has
been abandoned.

4. Other Provisions. The plan would be carried out
by a reorganization committee consisting of such person
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or persons as are designated by the Commission and
approved by the court. Appropriate charter and mort-
gage amendments would be determined by the re-
organization committee subject to the approval by the
Commission and confirmation by the court. The board
of trustees of the Terminal Company would be authorized
to take all such action and execute all such instruments
as may be necessary or proper in carrying out the plan.

The mortgage trustee’s plan proposes that it fore-
close the mortgage held by it securing the debtor’s first-
mortgage bonds, acting under the power of sale con-
tained in the mortgage and in accordance with the laws of
the Commonwealth of Massachusetts governing sales at
foreclosure, and that the net proceeds of such sale after
the payment of expenses incident thereto be paid over to
the trustee of the debtor subject to the same lien thereon
the bondholders or their indenture trustee in their behalf
now have on the mortgaged property.

The plan further provides that thereafter the debtor’s
trustee would pay claims in priority to the liens of the
bondholders and after payment of the actual and rea-
sonable expenses (including attorneys’ fees) incurred in
connection with the proceedings and the plan as provided
in section 77 of the Bankruptcy Act, and after the reserva-
tion of such funds as the court may deem reasonably
necessary for the payment of unascertained or contingent
claims against the debtor, which may have priority over
the lien of the bondholders, sufficient cash would be paid
over to the indenture trustee, for payment by it, subject
to the terms and conditions of the identure, to the holders
of the first-mortgage bonds of the debtor of the full
amount of the principal of their bonds and interest ac-
crued thereon to the date of payment at the rate set
forth in the bonds. Any surplus remaining after such pay-
ments would be paid by the debtor’s trustee to the person
or persons entitled thereto.

G. Mortgage Trustee’s Proposed Plan.
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The Mutual Savings Bank group, the Institutional
group, and the debtor’s trustee object to the debtor’s
plan, as proposed to be amended by the New Haven and
the New York Central, and request that it be dismissed.
The Institutional group supports the plan of the mortgage
trustee, provided that the Commission fix an upset price
for the properties subject to the Terminal mortgage in
conformity with applicable legal principles. The Mutual
Savings Bank group apparently takes no position in
respect of the mortgage trustee’s proposed plan and ap-
plication for abandonment, but does state on brief that
without a determination of the future earning capacity of
the debtor there can be no practical plan of reorganization
except the plan of the mortgage trustee looking to a fore-
closure of the mortgage and liquidation. The debtor’s
trustee also, apparently, does not fully support the plan
of the mortgage trustee, but it states on brief that if any
plan is to be approved under the existing circumstances,
it would have to be a plan providing for the liquidation of
the debtor as proposed by the mortgage trustee. The
Commonwealth of Massachusetts limits its representation
to the application of the mortgage trustee for abandon-
ment, and on the assumption that the application is
merely a “token” abandonment, states on brief that it
has no objection to approval of the application permitting
the debtor’s trustee to abandon operation of the Terminal,
provided that the mortgage trustee prior to foreclosure,
and any purchaser at foreclosure, after foreclosure, be
required to continue operation of the Terminal. In the
latter connection, it is noted that the mortgage trustee
states on brief that if the Commission believes that further
protection is necessary for the public, the Commission
might properly require that any purchaser at foreclosure
be subject to the approval of the Commission with a Hew
to uninterrupted and continued operation of the terminal.
The mortgage trustee also states that if the Commission

H. Objections of the Parties.



HOUSE No. 2050.1949.] 45

approves the plan of reorganization proposed by it, or any
other plan involving a foreclosure of the mortgage secur-
ing the debtor’s bonds, the application for a certificate
authorizing abandonment of the debtor’s properties need
not be acted on by the Commission. It states further
that if the Commission deems it necessary to act under
section 1 (18) (20) of the Interstate Commerce Act, the
application for abandonment need be granted only in so
far as such action may be necessary to permit foreclosure
of the mortgage under the terms of a plan of reorganiza-
tion of the debtor.

The parties opposing the amendment to the debtor’s
plan contend that any plan approved must protect the
creditors of the debtor to the utmost extent, and those
creditors must be allowed to realize upon all of the assets
available for the satisfaction of their claims. They point
out that one such asset owned directly by the bondholders
is their right under section 4 of the Massachusetts Act of
1896, a right of the bondholders not against the debtor
but against the using railroads, to compel the railroads to
make good any deficiency which might arise upon fore-
closure of the debtor’s first mortgage. They insist that
this asset should not and cannot be cut off legally by any
plan approved for the debtor, and they content that the
debtor’s plan purports to do exactly this. They further
point out that not only would it cut off the direct right of
the bondholders against the using bankrupt railroads,
but it also would cut off the right of the bondholders
against the New York Central and the Boston & Albany,
two entirely solvent creditors of the bondholders.

Other contentions advanced by those parties that the
amendment to the debtor’s plan may not be approved,
are as follows:

(1) The plan proposes arbitrarily to cut down the claim
of the debtor’s trustee against the bankrupt railroads for
the use by their bankruptcy trustees of the debtor’s
facilities and property during bankruptcy. It also
proposes arbitrarily to cut down the amounts actually



HOUSE No. 2050. [Jan.46

I

I

paid by the solvent New York Central for its use of the
debtor’s property since August 1939, which amounts were
paid under the terms of the Massachusetts Act of 1896.

(2) The plan proposes arbitrarily to cut down the
future obligations of the New' York Central and Boston
& Albany under the Massachusetts Act of 1896.

(3) Even though the charters of the New Haven and
Old Colony have been amended so that they are no longer
required to use the Boston Terminal, that part of the
New Haven plan which had reference to the payment for
the use of the Terminal wras stated as an offer which has
been rejected in accordance with the terms of the New
Haven plan.

(4) The plan purports to affect the obligation of the
Boston & Providence under the Massachusetts Act, both
with respect to use and payment for such use. No plan
of reorganization for the Boston & Providence having been
approved or confirmed, that railroad remains bound by
the Massachusetts Act.

(5) The plan purports to cut down the claims of the
holders of the secured indebtedness of the debtor, and yet
permits the stockholders of the debtor to retain their
shares upon payment of a nominal consideration.

The New- Haven and the Newr York Central oppose the
plan of reorganization proposed by the mortgage trustee,
also its motion for a determination that foreclosure is not
inconsistent with reorganization, and its application for a
certificate of convenience and necessity authorizing
abandonment. These parties contend that the plan of the
mortgage trustee is really no plan of reorganization at all
since it proposes liquidation and not reorganization, and
that such a drastic step is unnecessary because under the
debtor’s plan, as proposed to be amended, a fair reorgan-
ization may'' be effected.

Under the provisions of section 77 (d) of the Bank-
ruptcy Act, as amended, the Commission is required to
render a report and order in which it shall approve a plan,

I. Conclusions as to Certain Features of the Plan.
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which may be different from any which has been pro-
posed, that will in its opinion meet with the requirements
of subsections (6) and (e) of the section, and will be com-
patible with the public interest; or render a report and
order in which it shall refuse to approve any plan. The
Commission should find that both the mortgage trustee’s
plan and the debtor’s plan, as proposed to be amended,
meet the requirements of subsection (5) (1) and (6) (5)
in that they would provide for modifying or altering the
rights of creditors and would provide adequate means for
the execution of the plans. The plans also appear to
meet the requirements of subsection (e) (3) and the pro-
ponents would no doubt in proper time be able to meet
the requirements of subsection (e) (2). There remains
to be determined whether the plans meet the other re-
quirements of subsections (b ) and (e) and are compatible
with the public interest.

A. Assets, Valuation Data, Traffic, Revenues, bt
cetera.

1. Book Assets arid Unliquidated Claims against Others.
The balance sheet of the debtor as of September 30,

1947, shows the following assets; Investment in road and
equipment $16,393,461.71 (credits for donations and
grants 15,616.86; and accrued depreciation road $531,-
056.69), capital and other reserve funds $299,938.09, or
a total investment in transportation property, less re-
corded depreciation, of $15,856,788.16. Current assets
were $2,312,470.27, including $29,854.69 cash, $1,369,-
611.63 special deposits, consisting largely of bond inter-
est paid by the Boston & Albany, and $138,825.77 mate-
rial and supplies. Deferred assets were $3,775,856.16,
consisting largely of franchise and real estate taxes and
bond interest not paid by tenant companies. Unad-
justed debits were $1,484,789.34.

11. New Capitalization and Charges.
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Liabilities shown on the same balance sheet are as
follows: Capital stock 1500,000.00; funded debt $15,-
359,269.09; current liabilities $852,147.39; deferred lia-
bilities $4,502,448.26; unadjusted credits $2,147,834.56;
and corporate surplus $368,142.72. Current liabilities
included audited accounts and wages payable 1319,-
650.07, and taxes accrued $502,160.32. Deferred liabili-
ties included matured interest in default $4,383,170.00.

As indicated hereinbefore, the trustee of the debtor
has filed proof of claim for damages in the New Haven
reorganization proceeding arising out of the abrogation
of the Massachusetts Act of 1896, and he also has an
administration claim against the using bankrupt railroads
for use of the debtor’s property. These claims are dis-
tinct from the obligation of the using railroads to the
debtor’s bondholders arising under section 4 of the Mas-
sachusetts Act of 1896 for any deficiency which may be
established through foreclosure of the Terminal mortgage.

2. Valuation Data. The following valuation data,
taken from a report by the Commission’s Bureau of
Valuation on the elements of value of the debtor’s prop-
erty which was filed in the proceedings by the direction
of the Commission, Division 4, pursuant to the provi-
sions of section 77 (c) (11) of the Bankruptcy Act, were
determined in accordance with methods frequently ex-
plained in the Commission’s valuation reports under sec-
tion 19a of the Interstate Commerce Act; as of Decem-
ber 31, 1941, the original cost of the debtor’s owned
property, except land and rights, was $8,648,020; cost
of reproduction new was $13,001,566; cost of reproduc-
tion less depreciation $7,961,263; and value of lands
$5,970,330.

At the hearing on the plans, John C. Kiley, a real
estate tax expert, produced by counsel for the New Haven,
testified that in his opinion the value of the debtor’s
property for railroad purposes was $9,500,000, and for
non-railroad purposes its value was $6,500,000. This
witness has had a long familiarity with the property
located adjacent to and in the vicinity of the debtor
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since the time of the construction of the station. He
arrived at his opinion after considering the sales and
rentals of adjacent property from 1920 to date. His
studies showed that in 1920, in which year the station
handled its maximum number of passengers, real estate
in Boston, and particularly in the vicinity of the station,
was worth about the assessed valuations. His studies
showed further that there was somewhat of a parallel
between the subsequent decrease in passenger business
and falling rents and real estate prices. While his ap-
praisal was largely influenced by these studies, it does
not fully reflect the percentage of decrease in rentals
and selling prices of adjacent real estate from those pre-
vailing in 1920. This witness further testified that the
station building wr as huge and outmoded, and that if
taxed at the present rate it might be considered worth-
less for anything other than railroad use. However, on
the assumption of reasonable assessments, the witness
was of the opinion that the property could be valued
at $6,500,000 if abandoned for railroad use.

3. Traffic, Revenues and Expenses. During the years
1940 to 1946, inclusive, total revenues and expenses of
the debtor were as follows;

Year Operating Other Total
Expenses. Expenditures. Expenses.

1940 $498,633 39 $911,917 10 $610,905 46 81,522,822 66
1941 528,903 00 1,001,126 90 813,744 05 1,614,870 95
1942 684,456 60 1,323,133 35 626,899 42 1,950,032 77
1943 867,658 29 1,892,229 70 668,802 22 2,561,031 92
1944 929,635 01 2,102,764 82 668,680 09 2,771,444 91
1945 956,772 89 2,334,560 03 696,834 57 3,031,394 60
1946 933,683 22 2,548,709 71 656,928 58 3,205,683 20

Including real estate taxes, total net costs or charges
of the debtor for the years 1940 to 1946, inclusive, were in
order, $1,673,689.17, $1,719,567.95, $1,921,576.17, $2,349,-
373.63, $2,520,109.89, $2,797,121.71, and $2,915,951.07.
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For the years 1918 to 1946, inclusive, the total number
of passengers in and out of Boston via the New Haven
operated system and the Boston & Albany were as
follows:

Year. Passengers.

1918 37,844,228

1919 41,905,372

1920 45,061,325

1921 41,676,866

1922 40,537,383

1923 40,325,556

1924 37,161,923

1925 34,996,500

1926 35,030,793

1927 33,334,694

1928 30,333,172

1929 28,972.573

1930 26,799,404

1931 23,573,197

1932 19,766,994

Year. Passengers.

1933 17,354.711

1934 18.105,206
1935 18,270,586

1936 19,894,182
1937 20,435,289
1938 18,887,992

1939 17,732,540
1940 17,393,289

1941 17,742,340
1942 23.585,316
1943 28,293,793

1944 28,055,867
1945 27,594,477

1946 25,664,149

Note. Checks made indicate that slightly less than 25 per cent
of passengers via the New Haven and Boston & Albany Back Bay
routes board or leave the trains, at Back Bay, Trinity Place, or Hunt-
ington Avenue Stations. On this basis total South Station passengers
are approximately 14 per cent less than the grand total show above.

According to fall timetables the total number of
regularly scheduled trains of the New Haven system and
Boston & Albany entering and leaving South Station for
the month of September in each of the years 1918 to
1947, inclusive (October in 1920), were as follows:
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Year. TraYear. Trains.

1918 580

1919 030

1920 000

1921 021

1922 018

1923 001

1924 547

1925 538

1920 519

1927 512
1928 511
1929 535
1930 400
1931 460

1 434

430

44:

447

018 11

001 I 1
547 II 184

317538 1940

519 1941 319

512 1942

511 1943
535 1944

338

335

466 1946

460 1946
426 1947

339

325

318

4. Income available for Fixed Charges. Aside from
the revenues obtained from rentals and concessions,
which have been used to offset operating costs, the only
income received by the Terminal has been the payments
required of the using railroads under the Massachusetts
Act of 1896. Under the proposed amendment to the
debtor’s plan, the payments of the using railroads, other
than costs of operations, maintenance, and taxes, would
be limited to $275,000 per year. Since the mortgage
trustee’s plan primarily contemplates liquidation and
not reorganization, it is entirely speculative as to what
the earnings of the property in question would be in the
future, if that plan is approved.
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The present funded debt of the debtor amounts to
$15,155,000, and annual fixed-interest charges thereon
are $536,240. Total capital liabilities as of September 30,
1947, including $4,383,170 accrued and unpaid bond
interest were $20,242,170. Under the amendment to
the debtor’s plan the capitalization of the reorganized
debtor would be $14,901,100, comprised of $7,500,000
fixed-interest bonds, $7,351,900 deferred-interest bonds,
and 500 shares of capital stock of the par value of $lOO
per share. Annual fixed charges thereon, including
payments into a sinking fund would be $275,000, and
would be met by the railroad using the Terminal Com-
pany’s property, unless and until they were authorized
to abandon such use.

This amendment is largely premised upon the provi-
sions contained in the New Haven plan of reorganization
relating to the use of the debtor’s property, and the pay-
ments for such use, by the New Haven. Its proponents
concede that the refusal of the debtor’s trustee to accept
the terms proposed in the New Haven plan for the occu-
pation and use of the debtor’s property by the using
bankrupt railroads has resulted in the removal of a “ceil-
ing” on the administration claim of the debtor’s trustee,
and his ability to file a proof of claim in damages that
otherwise would have been waived. They contend, how-
ever, that since the consummation of the New Haven
plan the reorganized New Haven is precluded by charter
limitations to make pajmaents on account of interest on
the outstanding bonds of the debtor, and any bonds that
may be issued in the reorganization of the debtor, in
excess of a proportion of $275,000 per year. They insist
that the reorganized New Haven, by the provisions of the
New Haven plan, not only is relieved of the statutory
obligations to use the Terminal Company’s property, but

111. Plan Recommended.

A. Defects of Proposed Amendment to Debtor's
Plan.
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that so long as the reorganized New Haven should con-
tinue to use the terminal, its obligation for bond-interest
payment can not exceed a proportion of $275,000 per
year. It is on this theory, that they propose that the
reorganized debtors should not issue in excess of $7,500,-
000 of 3 per cent fixed-interest bonds.

Their position apparently is that the district court’s
holding (affirmed by the circuit court of appeals) that
the provisions of the New Haven plan providing for
reduced compensation for the use of the Terminal Com-
pany’s property were to be construed merely as an offer,
which could be accepted or rejected, applies only to the
using bankrupt railroads and not to the reorganized New
Haven. Analyses of the decisions and a review of the
history of the provisions in question would not seem to
support their position.

The provisions for reduced compensation were first
included as section N (1) (a) 1 in the Commission’s order
of October 6, 1942, in the New Haven proceeding. There
was no distinction made in that order between the using
bankrupt railroads and the reorganized New Haven. As
then written, no election for the acceptance or rejection
of reduced compensation was contained therein. These
provisions were carried over unchanged and unsupple-
mented into the Commission’s order of July 13, 1943.
In passing on these provisions (54 F. Supp. 595, 622, 623),
the district court, among other things said;

At the outset a point of construction arises. The Terminal bond-
holders, in an apparent but understandably human effort to make the
plan look as arbitrary and unreasonable as possible in the hope that
it will not be approved, assert that the effect of the plan is to leave
them without option to repossess their property and exclude the New
Haven and Old Colony. But this, I think, is not so. Agreeable to the
power in the court, as recognized in Paragraph R of the plan, I con-
strue the plan to recognize a right in the Terminal Company, such as
the lessor of a lease rejected by trustees in bankruptcy would have, to
make its own election as to whether it will repossess or will acquiesce
in the continued occupation of the using railroads under the terms
proposed in the plan.

1 See footnote I on page 37.
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The Terminal Company, of course, as a “creditor” within the defi-
nition of section 77, if it shall treat the plan as constituting a breach of
the debtor’s obligation and by virtue of that breach shall repossess the
property, is assured of its claim in damages .... In other words,
the plan having terminated the debtor’s obligation to use the property
leaves it optional with the Terminal Company to repossess and claim
in damages, or to accept the modified terms proposed in lieu of re-
possession and damages.

Agreeing with this construction, the Commission in its
order of February 8, 1944, added paragraph (b) to sec-
tion N (1) (a). 1 When considering the appeal of the
Terminal Company interests from the district court’s
order approving the New Haven plan, the court of ap-
peals in 147 F. 2d, 40, 51, among other things, said:
. . . The New Haven plan of reorganization purports to relieve New
Ha ;en from the statutory obligation to use the facilities of Boston
Terminal and reduces, retroactively to October 30, 1939, the com-
pensation to be paid for their use by the New Haven trustees subse-
quent to that date and for such use as thereorganized New Haven shall
make in the future. The provisions were correctly construed by the
district judge to constitute an offer of a revised arrangement which the
Terminal Company is free to accept or reject after submission of the
offer to it. If it accepts, it waives any claim for greater compensation;
if it rejects, it may claim as an administrative expense compensation
for use of the property fry the reorganization trustees during these
proceedings and may file a claim for any damages to which it may be
entitled by reason of abrogation of the statutory obligations for the
future.

In neither of the above decisions (nor in any of the
ther decisions in which the Terminal charges are dis-

cussed) is there any intimation that the provisions for
reduced compensation for use of the Terminal’s facilities
by the reorganized company should not be considered as
an offer applying equally to the using bankrupt railroad
companies and the reorganized New Haven. It is true
that the language of section N (1) (5), and that contained
in the “Exercise of Election” which was submitted to
the debtor’s trustee by the Commission, specified only the
using bankrupt railroads. The failure to specify the re-
organized New Haven in section N (1) ( b ) and the “Ex-

1 See footnote 1 on page 37.
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ercise of Election” is readily understandable when it is
realized that at the time of the submission of the offer to
the debtor’s trustee, the reorganization of the New Haven
and the Old Colony had not been consummated, and any
claims by the debtor arising out of the refusal of the debt-
or’s trustee to accept the modified terms of the plan
obviously could be filed only in the New Haven proceed-
ing. Certainly the New Haven, in the event the debtor’s
trustee had accepted the offer, would have been among
the first to protest any assertion by the debtor’s trustee
that such acceptance did not apply to the reorganized
New Haven.

The arguments of the proponents of the amendment
that although the debtor’s trustee has elected to “ex-
clude” the using bankrupt railroads, such election does
not affect the provision for reduced compensation by the
reorganized New Haven, because the trustee could not
physically bar the using bankrupt railroads without se-
curing approval of the Commission under section 1 (18)
of the Interstate Commerce, Act would seem to be without
merit. The Commission should find, therefore, if it is
necessary that such a finding be made, that while the
reorganized New Haven has been relieved of the obliga-
tion from using the debtor’s property under the Massa-
chusetts Act of 1896, it is not precluded by charter limita-
tions from making interest payments as part compensa-
tion for the use of the debtor’s property in excess of a
proportion of $275,000 per year.

Such a finding, however, should not be construed to
mean that the railroad companies who continue to use the
terminal facilities should make interest payments on bonds
of the debtor in excess of $275,000 per year. As pointed
out by the New Haven, the evidence of record in this
proceeding as to the value of the Terminal is similar to
that which led the Commission to conclude in the New
Haven proceeding that payment by the reorganized New
Haven on account of bond interest as part compensation
for the use of the terminal facilities should be limited to
a proportion of $275,000 per year.

The evidence in this proceeding, as in the New Haven
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proceeding, shows that the number of passengers in and
out of Boston via the railroads using the Terminal shrank
from over 45,000,000 in 1920 to approximately 17,700,000
in 1941; and even in 1943, at the height of the war, the
number of such passengers increased to only 28,293,793.
The evidence further shows that the total number of
regularly scheduled trains of the New Haven system and
the Boston & Albany, entering and leaving South Station
in the month of October 1920 amounted to 660, whereas
in the month of September 1941, the number of such trains
declined to 319, and to 318 in the month of September
1947. Total net costs or charges, including assessed

real estate taxes, for operation increased from $1,673,689
in 1940 to $2,915,941 in 1946. In 1941 the average cost
per passenger was 11.52 cents and in 1946 it was 13.10
cents.

As the testimony of the witness Kiley shows, the
tremendous decrease in passenger business has been
reflected in rentals and values of property in the vicinity
of South Station. According to this witness, the present
value of the terminal property for other than railroad use
is about $6,500,000, and on the assumption that railroad
use would be continued its value is about $9,500,000. He
further testified that, in his opinion, if taxed at the present
rate, it might be considered worthless.

These increased costs for operation, the large decrease
in passenger business, and the decline in value of the debt-
or’s property as measured by the value of adjacent real
estate, convincingly showr that the old interest payments
by the using railroads would be excessive. If the recom-
mendations made herein are adopted, however, it is un-
necessary for the Commission to find in this proceeding
the amount of interest that should be paid as part com-
pensation for the use of the Terminal’s facilities.

With respect to the $7,351,900 deferred interest bonds,
the proponents of the amendment to the debtor’s plan
state that these bonds would protect the bondholders
against any possible undervaluation of the Terminal, and
that the proposed over-all security would
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adequately reflect the value of the non-operating assets of
the debtor, including its possible claims against the New
York Central and its administration and other claims
against the New Haven and the Boston & Providence.
They further state that the inclusion of non-operating
assets in an overall valuation in securities would avoid
much litigation, and, in support of their position, point
out that such a process was followed in the New Haven
proceeding in respect of Old Colony non-operating assets.

It should be noted first that the New Haven plan pro-
vided for the transfer of Old Colony properties to the New
Haven, and the waiving and cancellation of conflicting
claims between the New Haven, and the Old Colony.
Neither transfer of the Terminal property nor the settle-
ment of conflicting claims is involved in this proceeding.
Moreover, while it is true that the Commission in the New
Haven proceeding fixed an over-all price in securities for
the Old Colony properties without finding precise values
for Old Colony non-operating assets, there was adequate
evidence of record to arrive at and to test the over-all
security valuation despite the uncertainty to which cer-
tain of the items comprising non-operating assets were
subject.

The record in this proceeding, however, is devoid of any
evidence of the value of the Terminal Company non-oper-
ating assets, consisting of contingent and unliquidated
claims. As a matter of fact they have not even been
allowed as yet. Their allowance and the amount in
which they may be allowed are matters within the ex-
clusive jurisdiction of the court. The capitalization of
such non-operating assets would not be justified under
these circumstances.

It should be noted further that the New Haven plan
provided for the issue of New Haven securities, and not
Old Colony securities, to the Old Colony bondholders.
The proposed amendment does not contemplate the issue
of New Haven or New York Central securities, or securi-
ties guaranteed by either of these companies, to the debt-
or’s bondholders. The securities proposed to be issued
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are those of the Terminal Company. It is difficult to
understand how the value of the debtor’s non-operating
assets, consisting for the most part of claims against the
using railroads, could be said to be reflected in the pro-
posed over-all security valuation, when the claims would
be waived and canceled. Perhaps the obligation for the
payment of $275,000 per annum for interest and sinking
fund charges that would be assumed by the using rail-
roads under the proposed amendment is intended as com-
pensation for the cancellation of the claims of the debtor
against such railroads, as well as part compensation for
the use of the Terminal facilities. In this connection,
however, it is to be noted that the deferred-interest bonds
would not begin to bear interest until the fixed-interest
bonds were retired and, under the proposed amendment
the obligation of the using railroads to. make such pay-
ments would exist only so long as they had not been au-
thorized by the Commission to abandon use of the Ter-
minal facilities.

The proposed amendment not only provides for the
cancellation of the debtor’s claims against the using rail-
roads, but also attempts to provide for the release and
cancellation of all claims for use and occupation of the
terminal property by the using railroads prior to the con-
summation of the plan. This apparently would apply to
the right of the debtor’s bondholders to any deficiency
which might be established upon foreclosure of the
Terminal mortgage. As has been seen, however, this
right of the bondholders is an obligation of the using rail-
roads and not of the debtor, and claims against parties
other than the debtors may not be legally modified or
altered by a plan of reorganization for the debtor. (See
In re Diversy Building Cory., 86 F. 2d 45, cert. den.
300 lb S. 662, and Ecker v. Western Pacific R. Cory., 318
U. S. 488, 505, 506.) The right of the bondholders to a
deficiency against the using railroads may be established
only upon the foreclosure of the Terminal mortgage. It
would seem clear, therefore, that any plan which would
have the effect of cutting off or abrogating the deficiency
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claim of the bondholders against the using railroads would
be invalid unless the plan affords adequate compensation
to the bondholders for the right surrendered.

The Terminal Company operates at a very large loss
and can not upon its own revenues apart from the sums
received from the using railroads pay its operating ex-
penses, let alone interest on its bonded indebtedness. The
New Haven and Old Colony have been relieved of their
obligation to use the Terminal under the Massachusetts
Act of 1896 and to make the payments provided for
therein under their plans. If and when a plan for the
Boston & Providence is confirmed, it probably will con-
tain provisions similar to those of the New Haven. There
is no basis to expect that an agreement can be reached
under which those railroads would voluntarily continue
the statutory payments, nor that compensation for the
use of the Terminal facilities fixed otherwise would be
adequate to service the existing bonded indebtedness of
the debtor. The evidence of record does not permit any
realistic valuation of the debtor’s non-operating assets,
but it is hardly to lie expected that an amount sufficient
to meet its obligations will be recovered by the debtor.
Under these circumstances, it is obvious that any plan
which may be devised at this time which would impair the
rights of the debtor’s bondholders to establish a de-
ficiency upon foreclosure could not be legally justified.

The mortgage trustee and other Terminal interests take
the position that the only reorganization of the Terminal
Company which can take place must involve a foreclosure
of the Terminal mortgage, and they further contend that
the plan proposed by the mortgage trustee is authorized
by section 77 (b) (5) which provides, among other things,
for the execution of the plan by “the sale of all or any
part of the property of the debtor either subject to or
free from any lien at not less than a fair upset price, the
distribution of all or any assets, or the proceeds derived

B. Foreclosure and Sale.
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from the sale thereof, among those having an interest
therein.”

'While many plans of reorganization under section 77
have contained provision for the sale of the debtor’s
property at not less than a fair upset price, its inclusions
in plans has always been based on certain conditions, such
as that the sale would be held only if so ordered by the
court and at a price fixed by the court. None of the plans
containing this provision has been executed through a sale
at a fair upset price. It has been generally accepted that
the inclusion in a plan of the sale provision was intended to
protect against the possibility that the so-called “cram-
down” provision of section 77 might be held unconstitu-
tional. The language of section 77 (b ) (5) in question,
however, is unambiguous, and although it has not been
used heretofore to effect a reorganization, there can be no
doubt that a plan may provide for the sale of the debtor’s
property at not less than a fair upset price (Gardner v.
New Jersey, U. S. Supreme Court, Lawyers’ Ed. Adv.
Opinions, Yol. 91, pp. 410, 416). Moreover, in proceed-
ings under chapter X of the Bankruptcy Act, plans
utilizing similar provisions have been judicially upheld
{County Life Apartment v. Buckley, 145 F. 2d 935 and
cases there cited). Even though it be held that a plan
may be executed through a public sale at a fair upset
price, other statutory tests must be first met before a
plan may be approved. Among those tests is that the
plan will be compatible with the public interest. This
raises the question whether a sale of the Terminal by fore-
closure which would force abandonment of operations by
the debtor’s trustee with no assurance as to who will be
the purchaser, or whether the purchaser can qualify and
will continue operation of the Terminal, will be in the
public interest.

With respect to the suitability of a possible purchaser,
counsel for the mortgage trustee states on brief that the
Commission might properly require that any purchaser
at foreclosure be subject to the approval of the Commis-
sion, with a view to uninterrupted and continued opera-
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tion of the Terminal; and the institutional group’s counsel
suggests on brief that if the Commission should find that
the continued use of the station by all of the using rail-
roads is necessary in the public interest, it might provide
in the plan that the purchaser at the foreclosure sale
must permit the continued use of the Terminal subject
to and with the rights given by applicable provisions of
the law.

The mortgage trustee’s contention that its plan is com-
patible with the public interest is based on the provisions
of the New Haven plan through which the using bank-
rupt railroads wr ere relieved of their statutory obli-
gations to use the Terminal facilities, and the right of
election by the debtor’s trustee to accept or reject the
modified terms for the use of the Terminal property. The
mortgage trustee and the other Terminal interests, con-
tend that the approval by the Commission of the New
Haven and Old Colony plans necessarily involves a de-
termination that the use of the Terminal is not essential
or necessary to those railroads, and that the public con-
venience and necessity does not require the use of the
Terminal property by those railroads. They further con-
tend that this construction was accepted by the Con-
necticut district court in its opinion of December 21,
1943 (54 F. Supp. 595, 627) in which the court said:

As I see it the problem for the Commission in formulating an offer
of modified terms was to appraise the net desirability (both from the
public and private view) of providing for the continued availability of
the South Station facilities to the using debtors. If the Commission
had found such availability highly desirable, it would doubtless have
devised terms sufficiently attractive to the Terminal Company reason-
ably to assure the acceptance of the terms. And, if the Commission
had found such availability of slight importance, it might properly
have adopted its proposed tenns not so much for the need for Terminal
acceptance as to the public need for transportation free from excessive
fixed charges.

It is true that the Commission in the New Haven pro-
ceedings found that the payments of bond interest by
the using bankrupt railroads required by the Massachu-
setts Act of 1896 were excessive; and since relief could
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not be obtained otherwise, it provided in the plan of
reorganization for the amendment of their charters reliev-
ing them of their statutory obligations to use the Termi-
nal facilities. It also prescribed, however, what it be-
lieved to be a fair and reasonable amount to be paid by
the using railroads for bond interest. The right of election
given to the Terminal trustee to accept the modified
terms, or in the event of his rejection of them to exclude
the using bankrupt railroads and file a proof of claim for
damages, was necessary to preserve his and the Termi-
nal’s creditors rights. The Commission, however, did not
find that operations of the Terminal should be aban-
doned. The effect of its action simply is that the using
bankrupt railroads are no longer required to use the
Terminal under the terms of the Massachusetts Act of
1896.

Aside from the showing of the decreases in the number
of passengers using the Terminal, and its high costs of
operations, there is no evidence of record which would
justify the Commission finding that the public interest
would not be impaired by a complete abandonment of
the Terminal. The Terminal is still being used by sev-
eral million passengers annually (25,664,149 in 1946), and
the record does not show that any arrangements have
been effected through which adequate service would be
afforded them if the Terminal were abandoned.

As indicated hereinbefore, however, unless the mort-
gage trustee is permitted to foreclose the Terminal mort-
gage, the debtor’s bondholders will be precluded from
establishing any deficiency and prosecuting a claim there-
for. The foreclosure and sale would necessarily force the
Terminal trustee to abandon operation of the Terminal.
The question, therefore, is whether such action may be
authorized, and at the same time insure the continued
operation of the Terminal. The Commission in aban-
donment proceedings under section 1 (18)-(20) of the
Interstate Commerce Act has refused to condition its
authorization of abandonment upon a purchaser continu-
ing all or part of the operation of the property authorized
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to be abandoned. The circumstances involved in those
cases, however, differ from those of the instant case. In
those cases, there was little likelihood that operations
could be successfully continued. Here, the railroads using
the Terminal have proposed to continue to use the Ter-
minal facilities, and it is only a matter of arranging sat-
isfactory terms for such continued use. It is believed,
therefore, that the Commission would be justified in
approving a plan of reorganization providing for the
foreclosure of the Terminal Company mortgage trustee,
acting under the power of sale contained in the mort-
gage, and that the public interest would be protected by
providing in the plan that the Terminal property could
only be sold to a person or corporation who has qualified
under applicable laws to acquire and operate the property.

There remains the determination of a fair upset price for
the property to be sold. The history and function of a sale
at not less than a fair upset price in railroad mortgage fore-
closures have been discussed at great length recently in
legal literature. 1 Little aid in determining a fair upset
price in this proceeding can be obtained from the princi-
ples enunciated and discussed therein, however, since
the cases involved plans of reorganization carried out by
having a large majority in amount of those interested in
the embarrassed railroad deposit their securities with a
reorganization committee, which was authorized to buy
in the railroad property at a foreclosure sale, transfer of
the property to a new corporation, and exchange of
securities of the new corporation for the securities of the
old corporation owned by those who had authorized the
reorganization committee to act for them. The function
of the upset price was to insure fair treatment to non-

C. Upset Price.

1 Gerdes “Corporate Reorganization,” Vol. I, sections 14-20; and Vol. 11, sections 1050-
1066; Swaine “A Decade of Railroad Reorganizations under section 77 of the Federal Bank-
ruptcy Act,” Harvard Law Rev. Juneand July, 1943; “Some Realistic Reflections on Some
Aspects of Corporate Reorganization,” by JeromeFrank, 19 Va. Law Rev. 541, 598; Weiner,
Conflicting Functions of the Upset Price in a CorporateReorganization,” 27 Columbia Law

Rev. 132; Finletter. "Corporate Reorganizations,” 526 and cases cited in note, page 529.
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assenting bondholders, but at a price which would not
impair the success of the reorganization. The upset price
was intended as a minimum price and not in itself an
exact measure of fair value. The sale recommended
herein does not involve any nonassenting bondholders.
Under these circumstances, it would seem that the up-
set price fixed by the Commission should represent the
fair value of the property.

As indicated hereinbefore, the only testimony of record
as to the value of the Terminal Company’s properties
(aside from the Commission’s Bureau of Valuation re-
port on elements of value for rate-making purposes and
from the conclusions that may be drawn from operating
statements and the proposals of the New Haven and the
New York Central) is that of the expert produced by
counsel for the New Haven. This witness testified that
in his opinion the value of the Terminal properties for
railroad purposes was $9,500,000 and for nonrailroad
purposes was $6,500,000.

Counsel for the institutional group contends that the
minimum value is not less than $14,000,000. This figure
apparently is based on the Bureau of Valuation’s esti-
mated $7,961,263 cost of reproduction less depreciation
and $5,970,330 land value, and gives little or no con-
sideration to the probable payments which may reason-
ably be expected to be obtained from the use of the Termi-
nal facilities by railroads in the future. While the record
does not permit of any exact ascertainment of such pay-
ments, it is doubtful that payments for the servicing of
securities much in excess of $275,000 per year will be
obtained. If that amount is capitalized at 3 percent, 1

a figure of approximately $9,166,000 would be obtained.
That amount approximates the value of $9,500,000 esti-
mated by the expert produced by the New Haven.

While there is little evidence of record with respect to
the salvage value of the Terminal facilities, it is doubtful
that any great amount would be obtained if they were

1 This percentage is used on the basis that bonds Issued by a reorganized Terminal Com-
pany ina'conservative amount secured by a mortgage on the Terminal property would bear
interest at the rate of 3 per cent per annum.
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scrapped. The greatest investment in the Terminal by
far is in its station building and land. The station build-
ing has little or no utility other than as a passenger
station. According to the testimony of the witness Kiley,
if the station building was demolished, the unimproved
land could be utilized for parking purposes, or its use
might be combined for outdoor parking and a small rail-
road terminal. Utilized in the latter manner, this witness
was of the opinion that an appraisal of $9,500,000 would
be justified. His appraisal of $6,500,000 apparently
reflects only the unimproved value of the land.

Real estate values and rentals have increased since the
termination of warfare, and this has been reflected in the
sale prices and rentals of the property adjacent to the
Terminal. Part of its acreage could be advantageously
utilized as a railroad terminal, if subsequently it was
deemed advisable to substitute a smaller station building
or other appropriate facilities for the present station
building, and remaining acreage could be devoted to
parking or garage purposes, or sold. From a considera-
tion of all of the evidence of record, the Commission
should find that a fair upset price for the Terminal is
19,000,000.

The recommended amount, of course, does not purport
to reflect the value of the Terminal’s so-called nonoperat-
ing assets consisting of unliquidated claims against the
using railroads, or any cash available for distribution.
It is assumed that the debtor’s trustee will take the neces-
sary steps to realize upon those claims, and any proceeds
derived therefrom, which together with the proceeds
derived from the sale of the Terminal, will be made avail-
able for the satisfaction of claims of creditors in the order
of their priority.

For the reasons stated herein, the Commission should
approve a plan providing that the mortgage trustee fore-
close the mortgage held by it securing the first-mortgage
bonds of the debtor acting under the power of sale con-
tained in the mortgage and in accordance with the laws
of the Commonwealth of Massachusetts governing sales
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at foreclosure (in so far as they are not inconsistent with
any provisions of the plan) and that the net proceeds of
such sale after the payment of the expenses incident
thereto be paid over to the debtor’s trustee subject to
the same lien thereon the bondholders or their indenture
trustee in their behalf now have on the mortgaged prop-
erty. The plan also should provide that the property
should be sold at not less than a fair upset price of $9,000,-
000, and upon the further condition that the property
can only be sold to a person or corporation qualified under
applicable laws to acquire and operate the property.

The plan approved by the Commission should further
provide that thereafter the debtor’s trustee pay claims
in priority to the liens of the bondholders and after pay-
ment of the actual and reasonable expenses (including
reasonable attorneys’ fees) incurred in connection with
the proceedings and plan as provided in section 77 (c)
(12) of the Bankruptcy Act, and after the reservation
of such funds as the court may deem reasonably neces-
sary for the payment of unascertained or contingent
claims against the debtor, which may have priority over
the liens of the bondholders, pay any remaining proceeds
from the sale of the property or derived from any other
assets of the debtor over to the mortgage trustee for
payment by it, subject to the terms and conditions of the
indenture, of the full amount to the extent possible of the
principal of their bonds and interest accrued thereon to
the date of payment at the rate set forth in the bonds.
Any surplus remaining after such payments should be
paid by the debtor’s trustee to the person or persons en-
titled thereto.

The Commission should find that the plan recommended
herein meets the requirements of subsection (b) of sec-
tion 77 of the Bankruptcy Act, is fair and equitable,
affords due recognition to the rights of each class of
creditors and stockholders, does not discriminate unfairly
in favor of any class of creditors or stockholders, will
conform to the requirements of the law of the land regard-
ing participation of the various classes of creditors and
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stockholders, aud will otherwise meet the requirements
of subsection (e) of section 77, and will be compatible
with the public interest.

is not Inconsistent with Section 77 of the Bank-
ruptcy Act.

With respect to the motion of the mortgage trustee
that the Commission find that the foreclosure of the
mortgage securing the debtor’s bonds and subsequent
liquidation and distribution of the debtor’s assets, to the
persons entitled thereto is not inconsistent with section
77 of the Bankruptcy Act, it follows that should the Com-
mission approve the plan previously recommended herein,
it should grant the motion.

The application of the mortgage trustee for a certifi-
cate of public convenience and necessity authorizing the
abandonment of the Terminal Company properties was
filed because the court having jurisdiction of this pro-
ceeding dismissed the mortgage trustee’s petition for
authority to exercise the rights given it under the Termi-
nal mortgage. The court held that before it could take
action, a certificate of abandonment must be obtained
from the Commission under the provisions of section 1
(18) (20) of the Interstate Commerce Act under the
doctrine of the cases of the Smith v. Hoboken R. Co. 328
U. S. 123 and Thompson v. Texas Mexican R. Co., 328
U. S. 134. Counsel for the mortgage trustee suggest on
brief that if the Commission approves a plan of reorgani-
zation providing for a sale of the property of the debtor,
under section 77 of the Bankruptcy Act, its application
for a certificate of abandonment need not be acted on
because the approval of such a plan carries with it author-
ity for abandonment of operations. Counsel further
suggests that if the Commission deems it necessary to

IV. Motion that Sale ofDebtor’s Property at Foreclosure

V. Authorization for Certificate authorizing
Abandonment.



HOUSE No. 2050. [Jan.68

�

»

act under section 1 (18)-(20) of the Interstate Commerce
Act, the application for abandonment need be granted
only in so far as such action may be necessary to permit
foreclosure of the Terminal mortgage under the terms
of a plan of reorganization of the Terminal.

Should the Commission approve the plan of reorganiza-
tion recommended herein, and should it be carried out by
foreclosure and sale, the Terminal trustee necessarily
would be forced to abandon operation of the Terminal.
However, since the implied authority for abandonment
of operation of the Terminal by the Terminal trustee is
conditioned upon the purchaser obtaining the requisite
authorization for continued operation of the Terminal, it
would seem unnecessary at this time for the Commission
to act upon the pending application for abandonment.
Accordingly, it is recommended that the Commission
withhold action on the application for abandonment
pending qualification of a would-be purchaser and the
obtaining of authorization for the continued operation of
the Terminal.

An appropriate order should be entered.
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3VEMBEH 16, IS

Senator Joseph Virostek, Chairman, Special Commission relative to
the Continuation of Transportation Service in the Areas served by
the Old Colony Division of the New York, New Haven & Hartford
Railroad, and in Martha’s Vineyard and Nantucket, State House,
Boston, Massachusetts.

Deak Senator Vtrostek
In re: The formula for determination of profits or losses, Old Colony

lines passenger service.

The formula which is outlined on the following pages
is devised so as to provide as nearly as possible the basis
for determination of the profits and losses in cash of the
operation of passenger service during any given test
period on the former Old Colony lines of the New York,
New Haven & Hartford Railroad.

An exception to the cash cost basis during a given
period is the provision that in determining the incremental
cost of passenger service, certain freight service costs
may be calculated as what such costs would have been
if certain physical changes had previously been made
in roadway and other structures. The formula assumes,
in particular as regards maintenance of way accounts
202 to 220, inclusive, that for freight service alone cer-
tain lines of road would have been reconstructed, and
that therefore the cost of maintenance for freight service
would have been less and the incremental cost of main-
tenance for passenger service would have been higher.
To the extent this method is used, the result is a state-
ment of what passenger service costs could have been
or might have been, not what they actually were during
the given period. This provision, for example, applied
to the multiple track line Boston to Braintree, the high

REPORT OF FINANCIAL CONSULTANT
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maintenance cost of which is a matter of record, would
reduce that cost to the basis of a single track, and the
entire difference would be charged to passenger service.
A similar result would follow application of this method
to the double track line Braintree to Bridgewater.

This method of calculation, however, should not be
extended to all facilities in joint freight and passenger
use. The New Haven Railroad has claimed, for example,
that upon discontinuance of passenger service certain
signal and interlocker towers would be taken down, and
that the freight service should receive credit and the
passenger service should be charged for the proportionate
amounts of maintenance and operating costs of such
towers which were charged to freight service. This on
the theory that the towers were installed for control of
passenger traffic. The fact is that these towers were
placed in operation not solely for passenger traffic but
for all traffic, freight and passenger, both of which have
declined in volume since their installation.

The cost of making the physical changes in connection
with the foregoing need not be taken into account,
particularly as there would be no net cost to the New
Haven Railroad for this work. The salvage value of
rails, ties and other material removed would be greater
than the cost of removing them.

Respectfully submitted,

ALBERT W. KIMBER.
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FORMULA FOR DETERMINATION OF PROFITS
OR LOSSES, OLD COLONY LINES PASSENGER
SERVICE.

This is a formula designed for the determination of
profits or losses from the operation of passenger train
services on the former Old Colony lines of the New York,
New Haven and Hartford Railroad. Its provisions have
special application to those lines, as distinct from other
lines of the New Haven Railroad, and in their formulation
there has been duly considered the proposal to abandon
such services contained in the letter dated February 20,
1948, from President Palmer of the New Haven Railroad
to the Governor of Massachusetts. The basic principles
to be applied under this formula are the following:

(1) For each item of revenue or expense the charge to Old Colony
passenger service is the amount in cash which the Company would
have lost or saved during the stated period if it had not operated the
passenger service. No charge is to be made against Old Colony pas-
senger service for any cost which would continue after discontinuance
of that service.

(2) The profit or loss on passenger service should relate only to the
lines in passenger service on which it is proposed to discontinue the
passenger service. Exclude profits or losses from operation of any
lines on which it is proposed to continue passenger service, whether or
not the service to be provided subsequently should be of different type
or frequency.

In the application of the first principle outlined above,
maintenance of way costs properly chargeable to the
passenger service are only those costs which were incurred
to maintain the properties in condition for passenger
service, in the amounts over and above the cost which
would have had to be incurred to maintain the properties
in condition for freight service. In the calculation of
such costs for freight service, it must be assumed that
the type or character of freight service which would
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have been provided iu the absence of passenger service
would have been similar to the freight service which
actually was provided during the period under review.
Nevertheless, account should be taken of any immediate
structural changes which would follow discontinuance
of passenger service, such as reduction of double track
line to single track, the elimination of signal and inter-
locker towers, and the like. The same principle is to be
applied to maintenance of equipment, transportation
and other costs.

In the application of the second principle there should
be excluded from the computation of profit or loss the
financial results from operation of any lines on wdhch the
New Haven Railroad proposes to continue passenger
service, even if such continued service is to require per day
fewer passenger trains, or trains of different type. The
Old Colony lines on which the New Haven Railroad pro-
poses to continue passenger service are Mansfield to New
Bedford, Attleboro to Whittenden Junction, Cotley
Junction via Middleborough to Hyannis, Buzzards Bay
to Woods Hole. So long as passenger service is to be con-
tinued on any line, a quantitative or qualitative modi-
fication of the service on that line is not necessarily inci-
dent to a discontinuance proposal relating to other lines;
it may be noted that modifications have been made from
time to time in passenger service on various lines without
reference to any other discontinuance or abandonment.
Therefore the determination of loss on Old Colony passen-
ger service should deal only with the lines on which it is
proposed actually to discontinue passenger service. These
lines are the so-called Boston group, namely, Boston to
Middleborough and branches, and the Stoughton-North
Easton segment.

The “special studies” indicated in the following text as
necessary for various determinations should be made by
the New Haven Railroad, which has ample facilities for
making them, and might well be checked by a representa-
tive of the Commission.
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Passenger Revenues,

Account 102,Passenger. Passenger revenue from travel local to a
line; assign directly to it. Revenue from travel moving over more than
one line; divide on basis of route mileage on each line. Miscellaneous
additions and deductions such as corrections and redemptions; assign
on the basis appropriate for local or interline revenue, as above.

Account 103, Excess Baggage. —Assign directly or pro rate on basis
of passenger revenue division, as may be appropriate.

Account 106, Mail. —Assign on basis of mail contracts. Those
covering movements local to a line: assign directly to it : those covering
interline movements: divide on basis of route mileage.

Account 107, Express. Carload express revenue: assign on basis of
express car route miles for each line. Less car load express revenue;
assign on basis of number of shipments carried and miles accumulated
by them on each line.

Account 108, Other Passenger Train Revenue. Assign directly or on
basis of route mileage on each line.

Account 109, Milk. —Assign directly or on basis of route mileage on
each line, as may be appropriate.

Account 110, Switching. Divide an the freight and passenger use
factors applicable.

Account 131, Dining and Buffet.
on each line.

Assign on basis of dining car miles

Note. There is at present no din
to which this rule would be applicable

x car service on the Old Colony lines
such service is operated only on cer-

tain lines which are to be excludedunder other provisions of this formula

Account 132, Hotel and Restaurant. —ln general, assign directly
except at joint terminals (excluding South Station, Boston) where the
revenue should be divided on the basis of number of passengers of each
line using the station.

Note. The amounts in this account for the Old Colony lines for 1947
relate to a cafeteria operated in South Station, Boston, for the employees of the
New Haven Railroad. The revenues and expenses of this operation are not
properly assignable in any part to Old Colony passenger service. See Account
442.

Account 133, Station, Train and Boat Privilege
Account 134, Parcel Room
Account 136, Storage Baggage.
Account 138, Telegraph and Telephone.
Assign directly except at joint terminals, where the revenue should

be divided on the basis of number of passengers of each line using the
station.

Note. None of these accounts includes South Station, Boston, which has
separate accounting.
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Account 143, Rent of Buildings and Other Property
Account 143, Miscellaneous.
Assign directly except from facilities used partly for freight, partly

for passenger operation, where the revenue should be divided on the
appropriate freight and passenger or other use factors.

Account 151, Joint Facility Credits. —The entire amount under
Account 151 relates to South Station, Boston, and is dealt with under
special and separate provisions.

Charges to Income

Account 532, Railway Tax Accruals. —This charge includes pay-roll
taxes, real estate taxes, and miscellaneous taxes. Taxes on pay rolls
should be charged only on the salaries and wages of the officers and
employees who would have been dispensed with if passenger service
had been discontinued. Taxes on real estate should not be charged to
passenger service except where it can be shown that upon discon-
tinuance of that service the New Haven Railroad would cease to own
the property. In such case the tax should be charged directly for
property in passenger service exclusively, and apportioned on appro-
priate space or use basis for property used jointly in passenger and
freight service. Miscellaneous taxes: charge directly.

Note. The New Haven Railroad states that some of the buildings on
which taxes have heretofore been paid are to be sold, leased or demolished after
discontinuance of passenger service. No definitive plan and estimate for such
disposition has been submitted, and until the New Haven Railroad does file
such plan and estimate it must be assumed that all taxes on real estate would
remain continuing costs. They would, therefore, not be properly chargeable
to Old Colony passenger service.

Account 541, Joint Facility Net Debit.
Note. The amount in this account relates exclusively to South Station,

Boston, and is dealt with under separate and special provisions.

Maintenance of Way and Structures.
Account 201, Superintendence. Charge to passenger service only the

amounts of the salaries, wages and expenses of the officers and em-
ployees who would have been dispensed with if passenger service had
been discontinued.

Account 202-R, Roadway Maintenance Road.
Account 202-Y, Roadway Maintenance Yard.
Account 208-R, Bridges, Trestles, Culverts Roads
Account 208-T, Bridges, Trestles, Culverts Yards
Account 212-R, Ties Road.
Account 212-T, Ties Yard.
Account 214-R, Rails Road.
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Account 214~Y, Rails Yard.
Account 216-R, Other Track Material Road.
Account 216-Y, Other Track Material Yard.
Account 218-R, Ballast Road.
Account 218-Y, Ballast Yard.
Account 220-R, Track Laying and Surfacing - Road.
Account 820-Y, Track Laying and Surfacing Yard.
Account 221-R, Fences, Snowsheds, Signs Road.
Account 221-Y, Fences, Snowsheds, Signs Yard.
Road. Charge Old Colony passenger service with the costs incurred

to maintain the properties in condition for passenger service, in the
amounts over and above the cost which would have had to be incurred
to maintain the properties in condition for freight sendee. If one of
the two tracks in a double track line would have been removed because
a single track would have carried the freight sendee after discontinu-
ance of passenger service, or if one section of a multiple-section lift
bridge would have been removed to save the cost of maintaining it,
the estimate of maintenance cost for freight service only should take
into account such physical changes. But not the cost of making them.

Yard. For yards used exclusively for Old Colony passenger trains
and cars, and from which the tracks and other facilities would have
been removed if passenger service had been discontinued, charge di-
rectly. For yards used jointlyfor passenger trains and cars other than
Old Colony, or jointly for freight, charge Old Colony passenger service
only the cost of maintaining such Old Colony passenger facilities as
would have been removed.

Account 227, Station and Office Buildings. For stations in passenger
sendee exclusively, charge direct. For stations used jointly in passen-
ger and freight service, charge the cash amount of saving in mainte-
nance if the station were used for freight service only.

Note. For such joint stations, special study would have to be made to
determine whether there would have been any such saving. No consideration
can be given to future possible station closings and their disposition through
sale, lease, demolition or otherwise.

Office building maintenance should not be charged in any part to
the Old Colony passenger service unless the discontinuance of passenger
service would reduce such maintenance expense, and then only in the
respective amount.

Account 227-G. 0., Station and Office Buildings General Office.
No charge should be made to Old Colony passenger service for any part
of the maintenance of the general offices in New Haven or elsewhere
except in Boston South Station, which is not included in this account,
but is dealt wdth separately herein.
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Account 229, Roadway Buildings
Account 231, Water Stations.
Account 233, Fuel Stations.
No part of the maintenance cost of these facilities should be charged

to passenger service, except for such as would have been eliminated
upon discontinuance of passenger service.

Note. Special study would have to be made to determine whether or
not any of these buildings would be eliminated, and if so therespective mainte-
nance costs for them. It must be assumed that freight service would be con-
tinued in substantially the character of that supplied during the period, and that
most of the facilities would still be required for that service and wouldhave to
be maintained. No consideration can be given to claims based on possible

luch as that if a line were completely dieselized some
if these facilities could be abandoned, inasmuch as that would be a contingency
>nly.

Account 235-Shop, Shops and Engine Houses Shop,
iccount 235-E. 11., Shops and Engine Houses Engine

Charge passenger service only with the cost of maintenance of struc-
tures which would have been removed, or the maintenance cost which
would have been saved on structures which would be reduced in size,
if passenger service were discontinued.

\y would have to be made to determine this. In
physical changes could be or would have been

made, and in such cases maintenance would be a continuing cost, not properly
chargeable to the passenger service.

Account Telegraph and Telephone Lines. No charge should be
made to passenger service for maintenance of these lines and their
appurtenances. Even if the number of connections to them should be
reduced they would have to remain in place and continue to be main-
tained for dispatching and other freight service.

Account 249, Signals and Interlockers. Charge only the passenger
proportion of cost of maintenance of signal towers, crossing flasher
signals or other related facilities which would have been removed upon
discontinuance of passenger service. Same principle to be applied to
maintenance of automatic signal installations. See Account 405.

Note. Special study would have to be made to determine which of the
bove mentioned facilities would have been removed, and what the actual cost

of maintenance of them was. The New Haven Railroad has stated that for
freight service only the operation of some of the lines would revert to hand-
thrown switches and signals, the work being performed by a member of the
freight train crew.

I!
Account 253, Power Plants. No charge to passenger service should

be made for maintenance of these facilities.
Note. Power plants would have to continue in service so long as the lines

\vere continued in freight operation. It cannot be assumed that the structures
I be reduced in size. See Account 304
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Account 237, Power Transmission Systems. Charge to passenger
sendee only the cost of maintenance of facilities which would have
been removed upon discontinuanceof passenger service.

Note. Most of these facilities would have to continue in operation and
be maintained if the lines were operated in freight service only. But this ac-
count includes cost of maintaining steam lines for car heating in stations and
yards, which would be removed. Special study would be necessary to deter-
mine the maintenance cost of these steam lines.

Account 265, Miscellaneous Structures. Charge cost of maintaining
only such structures as would have been removed upon discontinuance
of passenger sendee.

Account 269, Roadway Machines.
Account 271, Small Tools and Suppl

Charge passenger service only for such costs in these accounts as
would have been eliminated upon discontinuance of passenger service.

lie made to determine whether any
In theory, reduced maintenance of

Note. Special study would have
such costs would have been eliminat
way would reduce requirements under
which would make it possible to estim

id.
th
Lit*

se accounts, but no records now exist
the amounts.

Account 272, Removing Snow, Ic
ger service should be made in this

! and Sand. No charge to passen-
account except as follows, and only

if separate cash payment was made for the work; For stations in pas-
senger service only; charge entire cost; for stations in freight and
passenger service: divide cost on basis of Account 227; for yards:
charge on basis of Accounts 202-Y to 221-Y. No charge to passenger
service for such work on roadway.

Note. Special study would have to be made to determine the various
amounts, as appropriate records have not been kept. Only cash payments to
others than railroad employees are to be taken into account for charge to
passenger service.

Account 273, Public Improvements Maintenance. —No charge is
to be made against passenger service under this account.

Account 27j, Injuries to Persons.
Account 275, Insurance.
Account 276, Stationery and Printing.
Account 277, Other Expenses.
Charge passenger service only for such costs in these accounts as

would have been eliminatedor avoided if no passenger service had been
operated on the lines.

Note. Special study would have to be- made to determine the amounts
if any, which could be eliminated. All these amounts are relatively small,

Account 278, Maintaining Joint Tracks, Yards, etc. Charges in
this account all relate to South Station, Boston, which is dealt with
separately herein.
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Maintenance of Equipment.

Account 301, Superintendence. Charge to passenger service only
the amounts of the salaries, wages and expenses of the officers and
employees who would have been dispensed with if passenger service
had been discontinued.

Account 302, Shop Machinery. Charge to passenger sendee cost of
maintenance of only such units of machinery as would have been
removed if none of the Old Colony passenger motive power and
rolling stock had been serviced or repaired in the respective shops.

Note. Special study would have to be made to determine which if any
such units would be removed, and what the cost of their maintenance was.
No charge should be made against Old Colony passenger service formaintenance
of machinery formerly used on Old Colony engines or cars, but which would be
retained in the shops for stand-by or other purposes.

Account 30Jf-A, Power Plant Machinery. —No charge should be
made to Old Colony passenger service on this account, unless it can be
definitely shown that some of the machinery would have been removed
upon discontinuance of passenger service.

Note. If special study shows that certain units of machinery would have
been removed, cost of maintenance of such units should be charged.

Account SOB-R, Steam Locomotive Repairs Road. Charge for
each type of locomotive in passenger service on Old Colony lines, the
average maintenance cost per mile on the system for that type, multi-
plied by the miles run in passenger service by that type on Old Colony
lines.

Note. This charge to be made each month on basis of average mainte-
nance costs in preceding year, with adjustment at end of period to correspond
with actual costs for the period.

Account 308-Y, Steam Locomotive Repairs Yard. Charge on
same basis as Account 308-R, but only on locomotives which would
have been withdrawn from switching work upon discontinuance of
passenger service.

Account 311, Other Locomotives ■— Repairs. Charge on same basis
as Account 308-R.

Account 317, Passenger Train Cars Repairs. —Charge for each
type of passenger train car the amount for the total number of miles
run by that type of car on Old Colony lines, calculated at the average
maintenance cost per mile run by such type on the system. For types
of cars for which no system records are separately kept, make estimates
based on special study.

Account 326, Work Equipment Repairs
Account 328, Miscellaneous Equipment Repairs.

Charge for each type of equipment repaired or serviced, the propor-
tion of cost for repairs of that type, based on division between passen-
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ger and freight in accordance with division made under maintenance
of way Accounts 202-R to 220-R, inclusive.

Note. Work equipment consists mostly of ballast cars, derricks, ditchers
and the like, which are used mostly inmaintenance ofway work. Miscellaneous
equipmentis mostly automobile trucks, also mostly used in maintenance of way.

Account 329, Dismantling Retired Equipment. No charge should
be made to Old Colony passenger service under this account.

Account 331-A, Equipment Depreciation.
Account SSI-B, Equipment Depreciation.

No charge should be made to Old Colony passenger service for de-
preciation of equipment.

Note. Charge under Account 331-A is for equipment still subject to de-
preciation charges; so long as the New Haven continues to own the equip-

liation would be a continuing charge. If
thers or scrapped the elimination of the
such events, not necessarily to the dis-

ment, whether or not in service, depr<
some of the equipment were sold to
depreciation charge would be due t<
continuance of the passenger service
merely a constructive charge, as the■
been fully depreciated.

The charge under Account 331-B is
liiipment to which it relates has already

Account 332, Injuries to Person-
Account 333, Insurance.
Account 334, Stationery and Printing.
Account 335, Other Expenses.

Charge passenger service only for such costs in these accounts as
were due to the repair or servicing of equipment, and which would
have been eliminated or avoided if no passenger sendee had been
operated on the lines.

Note. Special study would have to be made to determine the amounts, if
my, which would have been eliminated.

Account 336, Joint Maintenance of Equipment Dr. —The amount
in this account relates to charges from South Station, Boston, which
are dealt with separately herein.

Traffic.

Accounts 351-359 Superintendence, Outside Agencies, Advertising,
Traffic, Associations, Stationery, etc. Charge only for such cash
outlays as were made directly and exclusively for the benefit of Old
Colony passenger service, and wouldnot have been made if that service
had not been operated. This would include mostly the amounts paid
in salaries and wages for editorial work on time tables, etc., and the
Old Colony proportion of printing costs. No charge for any part of
the cost of superintendence, outside agencies, traffic associations and
the like. No charge for the preparation and submittal of data in con-
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nection with rate cases or other proceedings if such cases or pro-
ceedings dealt also with lines or services other than those of Old
Colony.

TBANSPOETATION.
Account 371, Superintendence. Charge to passenger service only

the amounts of the salaries and wages of the officers and employees
who would have been dispensed with, or other items of cost that would
have been eliminated or avoided, if no passenger service had been
operated on the lines.

Accounts 372-389, Dispatching Trains, Station and Yard Employees
and Supplies. - Charge Old Colony passenger service with only the
wages of and supplies for employees who would have been dispensed
with if the Old Colony passenger service had been discontinued. If
the elimination of passenger switching would have resulted in the
elimination of freight switching also, charge passenger service actual
cost of time spent in passenger switching.

Note. The last sentence refers to smaller yards in which only one switch
engine was operated, and where this engine would be withdrawn and freight

idling done by train crews

Account 390, Operating Joint Yards and Terminals —-Dr. This
account all relates to South Station, Boston, which is dealt with
separately herein.

Accounts 392-399, Train Enginemen, Train Supplies, etc. Charge
directly.

Account JfiO, Engine House Expenses —■ Train. Charge only for
those expenses which would have been eliminated or avoided if no
passenger trains had been operated on the line.

to be made to determine the amount, if
In any engine house which the railroad

Note. Special study would hav
any, which would have been saved,
states would have been dosed, divide
of Old Colony passenger engines and

the expense in proportion to the number
ither engines using the engine house.

Account 401, Trainmen.
Account 402, Train Supplies and Expenses
Charge actual costs directly. If certain supplies are used by both

passenger and freight trains, divide such expenses on the appropriate
use basis.

Account 404, Signal mid Interlocker Operation. Charge Old
Colony passenger service with only the wages of employees who would
have been dispensed with, and the cost of supplies which would not
have been purchased, if no passenger service had been operated on the
lines. If the elimination of passenger service would have resulted in
the removal of a tower or other facility with only one employee, used
jointly for freight and passenger service, charge passenger service on a



1949.] HOUSE No. 2050. 83

proportionate use basis for that facility. No charge against passenger
sen-ice should be made for operation of a facility which would have
continued in operation for freight service alone and with the same
number of personnel. See account 405.

Account 406, Crossing Protection. Charge cost of wages and sup-
plies for crossing protection apportioned between freight and passenger
on the basis of number of train and yard movements over the crossings.

Note. The proposed replacement of manual protection by flashing signals
not to be considered in this connection; such replacement has been made at

certain points without reference to discontinuance of passenger service. But
the New Haven states that upon such discontinuanceall manual protection
certain lines would be discontinued, protection being supplied by a member
of the train crew. Official and complete statement on this point should be
obtained and calculations made accordingly.

Account 406, Drawbridge Operation. —No charge to passenger
service. If the freight service were operated this would be a con-
tinuing cost.

Account 407, Telegraph and Telephone Operation. Charge passen-
ger service only with such costs as would have been eliminated or
avoided if no passenger service had been operated on the lines.

Note. The lines would remain in use for freight service. The New Have
however, that upon passenger service discontinuance certain

stations would be closed, and the rental paid for the telephones in them would
be eliminated. Calculation of theresultant saving would be based upon a defin-
itive plan for station closings, when submitted.

Account 410, Stationery and Printing.
Account 411, Other Expenses.
Account 414, Insurance

Charge passenger service the cash outlays under these accounts
which would have been eliminated or avoided if no passenger service
had been operated on the lines.

Account 415, Clearing Wrecks.
Account 416, Damage to Properly.
Account 417, Damage to Livestock on Track.
Account 419, Loss and Damage - Baggage.
Account 4%0, Injuries to Persons.
Charge to passenger service only such costs under these accounts as

were directly caused by the operation of passenger trains or other
passenger facilities, and which would have been eliminated or avoided
if no passenger service had been operated.

Note. It is understood that in practice the amount to be paid in settle-
ment of claims not immediately settled is estimated and charge made to passen-
ger service forthwith in the estimated amount, adjustment being made thereof
upon actual settlement.
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Miscellaneous.
Account 441, lining and Buffet Service. Charge on basis of dining

car miles on each line.
Note. There is at present no dining car service on the Old Colony lines

to which this rule would be applicable, except on certain lines which are to
be excluded under other provisions of this formula. See Account 131.

Account 442, Hotels and Restaurants. No charge should be made
against Old Colony passenger service under this account. See Ac-
count 132.

General Expenses.

Accounts 461-460, General Office: Salaries and Expenses, Supplies,
Insurance, Stationery and Printing, etc. - Charge Old Colony passenger
service only the amounts of such costs in these accounts as would have
been eliminated or avoided if no passenger service had been operated
on the lines.

Note. Under these headings are included the cost of passenger traffic
accounting in the general offices at New Haven. Special study would have to
be made to ascertain the amounts.

Account 461, General Joint Expense Dr. —-This account relates to
South Station, Boston, which is dealt with separately herein.

South Station, Boston.
The formula outlined in the foregoing is not applicable to the various

charges and credits to Old Colony passenger service deriving from its
use of South Station, Boston. The owner of the station, Boston Ter-
minal Company, is in bankruptcy, and the terms and conditions of the
Old Colony use of the station are subject to re-negotiation.
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Exhibit D .

INTRODUCTORY LETTER TO SUPPLEMEN-
TARY REPORT ON THE SEGREGATION
FORMULA AS APPLIED TO OLD COLONY
LINES INCOME ACCOUNT, 1947. 1

October 23, 1948
Senator Joseph Vikostbk, Chairman, Special Commission relative to

the Continuation of Transportation Service in the Areas served by
The Old Colony Division- of the New York, New Haven & Hartford
Railroad, and in Martha’s Vineyard and Nantucket, State House,
Boston, Massachusetts.

Deae Senatok Vihostek:
In re; report of September 14, 1948 revision.

Pursuant to your instructions I have discussed with
the New Haven Railroad my report above mentioned,
spending Thursday and Friday, October 14 and 15, for
that purpose at the general offices of the Railroad in
New Haven. By arrangement of Mr. Carmichael, Vice
President, I conferred with Messrs. D. M. Neiswanger,
Manager of the Research Department, and Hollis Coyle,
Cost Accountant, who had studied the report during
the preceding two weeks. We did not reach a meeting
of minds, except on some of the items which are dealt
with in detail on following pages of this memorandum.

Messrs. Neiswanger and Coyle agreed that the method
of approach outlined in my September report 2 was sound,
namely:

In any multiple facility and multiple service enterprise such as a
railroad, the fundamental test of the propriety or accuracy of any
credit to or charge against a particular department or service is the
determination of the amount which the company would lose or save if
it did not own the particular property or perform the particular service.

Our disagreements resulted in part from differences
in methods of “determination of the amount which the
company would lose or save,” that is, in calculation of
the amounts of the continuing costs or charges if passenger

1 Original report of September 14, 1948, begins on page 99.
2 See page 103.
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service on the Old Colony lines had been discontinued
as of January 1, 1947; and in part from Messrs.
Neiswanger and Coyle’s failure to supply specific data
to support some of their claims that a cost would not
continue. On many of the items they admitted that
some proportion of the cost would continue, though
not all that had been charged, but they submitted no
estimate of the continuing portion. On the other hand,
the reasons for differences of opinion on some of the
items stem from two fundamental differences in approach
or points of view, as follows:

1. Messrs. Neiswanger and Coyle take a long-term view of the say-
ings which could be effected upon discontinuance of passenger service,
considering among the savings some which would be realized, if at all,
in some cases over a period of from three to five years. Some of these
savings would be of amount not determinable now, some of them not
sure to be realized. I hold to the principle of recognizing as savings
only the costs which would have been eliminated, or savings that
would have been effected, or the beginning of them realized, during
the calendar year 1947 if passenger service had been discontinued
January 1, 1947.

2. Messrs. Neiswanger and Coyle claim that if passenger servicewere
discontinued there would be some savings in the cost of freight opera-
tions, some reduction in, or elimination of, certain charges made to
freight service in 1947, and want to reduce my figures of continuing
costs by the amount of these estimated freight savings. I say that
we are dealing here only with the charges made to passenger service in
1947 which are the basis of their $3,600,000 claim as presented. Ulti-
mate reorganization of the freight service, or the savings in freight-
operating costs which might be effected after discontinuance of pas-
senger service, have nothing to do with the $3,600,000 charge; they
are an entirely different matter, not in consideration in the present
inquiry.

Giving effect to the agreements we reached on sune
items, or the use of more ample data supplied on other
points, I have recalculated and reduced some of the
items of continuing or unavoidable costs as shownfin
the tabulation in my September 14 report. 1 The final
result is a reduction to $1,904,686 of the total shown
against the reported 1947 loss of $3,600,238, and an in-
crease, therefore, in the net deficit to $1,695,552. This
is shown in the table below.

1 See page 105,
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Old Colony Passenger Service, 1947

Excess Charges or Unavoidable Costs in $3,600,288 Deficit.

! As shown in . T-. ■ ,

Accounts. September 14 HprpinReport. Herem-

Maintenance of way ...... $373,241 $311,566

Maintenance of equipment ..... 249,599 249,599

Maintenance additional 179,350 98,576

Traffic expense ....... 67,625 62,625

Transportation expense ...... 421,201 356,366

Transportation additional ..... 183,038 167,822

General expense ....... 276,613 176,613

Taxes 288,794 261,812

Boston Terminal 280,053 219,727

Total $2,319,504 $1,904,706

Net deficit $1,280,734 $1,695,532

In connection with the foregoing, the following points
are to be noted:

Messrs. Neiswanger and Coyle agreed that there were numerous
items of cost charged in 1947 to the Old Colony Passenger Service, in
connection with which I made no statement in my September 14 re-
port that a part of the cost would continue. Some of these are dis-
cussed on page 90 hereof.

They stated that they approved in principle my method of estimat-
ing maintenance of way cost, described on pages 112 to 115, although
they would not certify to the correctness of the figures. The result
shown by this method on page 115 was $370,043, but I have not used
this figure in revising the table above, preferring to keep the treatment
of all items uniform.

They did not criticize Section II for estimating the net deficit from
continued operation in part, as outlined on pages 136 to 140, and
which resulted in a net deficit of $811,731. They said they had not
been able to study it.

On following pages are the details of discussions of the
various charges, and of the reductions I have made in
some of them.

Respectfully submitted,

ALBERT W. KIMBER.
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Section I. Assuming Complete Abandonment of

Service.

Account 208-R, {page 111). The New Haven
claims that upon discontinuance of passenger service
some of the drawbridges would be cut down, as, for
instance, Fort Point Channel bridge, where one of the
three sections would be removed, resulting in lower
maintenance cost on the remaining sections. But no
estimate of the amount of such reduced cost was offered,
nor could it be stated positively even that the one section
of this bridge would be dismantled or that other bridges
could and would be so dealt with. The amount shown
for this account, therefore, will have to stand.

Account 235, Shops, $9,301, and 235 E. H., $28,005.
Engine Houses. They claim that with fewer engines
to be serviced the amounts of these items, respectively,
would be reduced, possibly some of the engine houses
could be closed. But no plan for this was submitted
and no estimate offered of the possible saving. The
amounts will have to stand.

Account 249, Signals and Interlockers, $82,225. They
claimed at first that all the towers from which these
signals and interlockers are operated would be torn
down, and that not only the entire amount charged
against passenger service would be saved, but also $33,000
charged under the same account against freight service
in 1947 would be saved. I refused to consider the $33,000
as outside the scope of this inquiry, and after discussion
we agreed that upon discontinuance of passenger service
the situation would become approximately as follows:

Boston, now 3 towers with22 men, would become 1 tower with 5 men.
Braintree, now 1 tower with 3 men, would be discontinued.

Maintenance of Way, Method 1.

DETAILS OF DISCUSSIONS OF THE VARIOUS
CHARGES.
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Cotley Junction, 1 tower with 3 men, would become 1 tower with
1 man.

Myricks, now 1 tower with 3 men, would be discontinued.
Buzzards Bay, now 1 tower with 3 men, wouldbe 1 tower with 1 ma

Thus an installation of 7 towers with 34 men would
become 3 towers with 7 men. Maintenance costs cover
not only the tower structure but the machinery in the
tower, which might be reduced if there were fewer men
operating. In addition the automatic signals on the
lines Boston to Braintree and Whittenden Junction to
Cotley Junction would be removed. They say that
practically all of the lines now in passenger service, if
reduced to freight service only, would revert to hand-
switch operation, the switches being thrown by the
head brakeman of the freight train or the fireman in the
case of a light engine. No precise estimate of the main-
tenance cost of the three remaining towers appears to
have been made; it would probably not be as much as
three sevenths of the present cost, because one of the
towers to be removed (Boston) is the largest; but one
fourth of the charge, or 25 per cent, would seem to be a
reasonable estimate. Therefore I reduce the $82,225 to
$20,550.

Accounts 269 and 271, Roadway Machines and Small
Tools and Supplies, $10,917 and $17,945, respectively. —

They claim that on discontinuance of passenger service
and reduction of maintenance of way work now required
for it, fewer of these machines and tools would be re-
quired, and therefore the charges should be reduced.
No precise estimate. Tools and machines for roadway
maintenance are not physically distributed between
passenger and freight service; the amounts given above
are merely allocations. I must let them stand.

Account 272, removing Snow, Ice and Sand, $50,515.
They claim that a large part of this expense is on and
around passenger stations, and that with discontinuance
of passenger service some of the stations would be closed
and snow removal become unnecessary. No plan was
submitted for closing or consolidation of stations, there-
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fore no estimate of what the reduction in cost would be.
The amount therefore will have to stand.

Additional Items. Some of the maintenance of way
charges in 1947 against Old Colony passenger service
were not dealt with in my report of September 14; that
is, no claim was made in that report that some part of
those costs would continue if passenger service were
eliminated. Some of these items unquestionably repre-
sent, in part, continuing costs, such as the following:

Account
No.

202-11, Roadway Maintenance Road . . . $76,582
212-R, Ties Road 13,208
214-R, Rails — Road 5,777
216-R, Other Track Material Road . . . 15,991
218-R, Ballast Road 11,554
220-R, Track laying and surfacing Road . . 181,863

The charges to passenger service relating to roadway
were calculated by the New Haven on a gross ton mile
basis, and are therefore excessive, as explained on pages
104, 110 and 111. Maintenance for freight service
only could not have been done for the small amounts
charged to freight service in 1947, and estimates of what
such costs would be are given under Method 2, pages
112 to 115.

Account 227-R, Station and Office Buildings, $62,401.
Station maintenance expense would continue in part
because all stations could not be closed. Some of them
would be, and the freight work now done in them would
be taken care of by some other near-by station, but
other stations would have to continue, therefore main-
tenance of them would have to continue. Inasmuch as
no definite plan for the closing of stations has been sub-
mitted, no estimate of the continuing expense can be
made for this item separately.

The maintenance cost of stations used jointly for
freight and passenger business have been charged, of
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course, in part to freight service, and they claim that the
proportionate charges to freight service thereby to be
saved should be included as a passenger service cost.
I have refused to agree to this for reasons already stated.

Maintenance of Way, Method 2 (Page 112).
They agreed that this method of determining con-

tinuing maintenance costs was more logical than method
1,and said they preferred the dollar results that I showed
from method 2, $370,043 to the $373,241 shown by
method 1. They would not confirm nor did they specifi-
cally dispute the accuracy of the $370,043. They said
that if they individually undertook to make such an
estimate, each without reference to the other, they would
arrive at different figures, but the}' would not be sure
that either of their figures would come closer to reality
than mine.

The only important consideration they say was over-
looked in this estimate was that if the lines were in freight
service only, the second tracks of the double track lines
Braintree to Bridgewater and Taunton to New Bedford
would be removed, and those lines then maintained as
only single track lines. But they did not say positively
whether or when this would happen, nor what would be
the cost of such conversion, nor what amount should be
allowed elsewhere for probable higher operating costs
on the single track lines.

In the circumstances I can only let the $370,043 shown
by this method 2 stand as an estimate.

Maintenance of Equipment

On the amounts shown as continuing costs in my
September report 1 they claim the following;

Account 302, Shop Machinery, $25,800. —They claim that this cost
would not continue, at least not in full, because with fewer engines to
service the shops would not need as much machinery as they now have,
and some of the smaller shops would be withdrawn from service. As
to the first point, this relates to Ileadville, the only large shop repair-
ing Old Colony locomotives and cars. All of the machinery used on

1 See page 118
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Old Colony equipment is not a duplicate of the machinery used on the
other system equipment. In other words, there is not a separate com-
plete set of machinery for the repair of Old Colony locomotives and
cars. The charge for maintenance at Readville, which includes depre-
ciation, could not therefore be eliminated, except, perhaps, in small
part. The shops to be discontinued would be the smaller back shops,
such as those at Fall River, South Braintree, perhaps New Bedford.
No precise estimate of the expected saving has been submitted, there-
fore the amount will have to stand.

Account SOB-Y, Steam Locomotive Repairs — Yard, $7,774. —They
claim that this cost would not continue. However, upon analysis, it
appears that a large part of the charge is for hours in passenger switch-
ing performed by yard engines occupied most of the time in freight
switching. A typical day’s work in passenger switching at all Old
Colony passenger switching points is given in the table below, which
is the record of an average day in November, 1947:

Hours in Passenger Switching.

Yard Diesel. Total.Steam

11:Boston-Dover Street 115

Boston Freight Terminal
Fall River

6

Taunton
Brockton

1

1.6

New Bedford 9

The Boston switching is apparently done in three work-day shifts
of 8, 3 and 3 engines per shift, but some of these overlap. Much of
the passenger car switching at Boston is of mail, express and milk
cars, which would continue to be switched even if all passenger cars
were token out of service. No plan was submitted for rearrangement
of shifts and withdrawal of certain engines. At points other than
Boston practically all the passenger car switching is of mail and ex-
press cars and, of course, these would continue. The claim for elimi-
nation of this item has not been well supported, and I must let it stand.

Accounts 331-A and 331-B, Equipment Depreciation, aivl
$28,458, respectively. They claim that if passenger service were
eliminated the charge of $122,446, which is against the older equip-
ment, would be eliminated, because the system then would have no
use for the engines and cars against which the depreciation was charged,
and this equipment would therefore be sold or scrapped, or used to
replace other system equipment which then would be sold or scrapped.
But this claim makes no allowance for mail, express and milk cars which
would then move in freight trains. In any case such sale or scrapping
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as might be made would not happen except over some period of time.
In the absence of a precise plan and estimate, I maintain that the
charge of $122,446 would continue as long as the New Haven con-
tinued to own the engines or cars. It will have to stand.

As regards the $28,458, this applies to comparatively new equip-
ment that has already been completely written off under the war-time
provisions for acceleration of depreciation of facilities, and the $28,458
is merely a constructive charge, the calculated amount that would have
hem charged for this depreciation on a regular sendee-lifebasis. Such
charge in my view is not legitimate, it is not a recorded cost of the
New Haven system in 1947. Obviously the elimination of passenger
service would not result in a saving of this amount to the New Haven
Railroad.

Accounts SOB-R to 328 (page 119). ■—This is a group of charges for
locomotive and passenger train car repairs as to which I believed that
other service mileage amounted to 20 per cent of the total charged
against Old Colony passenger service, and that therefore this propor-
tion of the total charges should stand as a continuing expense. They
claim that such other service mileage was all charged to the other
services, not to Old Colony, and therefore that the amount of $179,350
which I had set up here should be eliminated. This claim does not
make allowance for the fact that among the passenger train cars,
Account 317, are mail, express, milk cars and the like, which would
continue in service and have to be repaired. The number of such cars
in service in 1947 was more than 20 per cent of the total passenger
train cars. Moreover, Accounts 326 and 328, work equipment and
miscellaneous equipment, are merely allocations for proportion of
expense on equipment which would continue in service and its cost of
repair continue.

Adding together the percentage of Account 317, shown above, and
the amounts of 326 and 328, gives $98,576, and I therefore revise my
figure of $179,350 above to a new amount of $98,576.

Traffic Expenses.

Accounts 351-369, $67,625. They claim that some of the adver-
tising was done for Cape Cod, but what they showed me was so trifling
that I had to dismiss it. They claim also that some of the time charged
was for the revision of time-tables and the printing of same, a claim
which appears valid. They claim also that some of the department
heads in the traffic department were occupied, in part, during 1947, in
the preparation and presentation of applications for higher passenger
fares, but most of this appears to have been on interstate business,
from which Old Colony benefits little, if any. The presentations would
have been made in any case, the salaries and expenses of the personnel
would have continued.

I propose to allow $5,000 for the foregoing, reducing my estimate of
continuing cost to $62,625.
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Transportation Expense.

Account 371, Superintendence, $17,9,889 (page 121). —They claim
that $120,000 of this amount represents train masters, yardmasters
and other supervisory jobs, plus assisting staff, and that all of them
would be eliminated. No plan or schedule showing which of such
employees could be laid off was submitted. The amount they claim
appears excessive, particularly since the balance of the item $29,889,
would seem hardly large enough to cover the other expenses included
in the item Superintendence. In the absence of better support I can-
not accept this $120,000 reduction, although it is probable that some
reduction in the item should be made.

Account 372, Dispatching Trains, $18,7,70. They claim this would
not continue. It is mostly at Boston, and, of course, is a 24-hour per
day activity, therefore the amount is distributed over three shifts.
They do not state that the men dispatching Old Colony passenger
trains never do any other work. Considering that the dispatcher’s
office deals with a large number of passenger trains for Boston and
Providence Railroad and the Dorchester line, and that the traffic
density is largely concentrated in the morning and evening commuter
train periods, it would seem that the amount of this item consists, in
part, if not entirely of time spent on Old Colony dispatching by men
who spend part of their tune on other dispatching. Unless it can be
shown that the work shifts can be so rearranged that some of these
men can be dispensed with, which has not been done, the small amount
of this item must stand as a continuing cost.

Account 7,07,, Signal and Interlocker Operation, 5113,7,36. —The
status of the switch and signal towers and their operation if passenger
service were discontinued is outlined in discussion of maintenance of
way, Account 249. Under such conditions the maximum reduction
which could be made in this item would be four-sevenths of it. I pro-
pose it be reduced to $48,600.

Account 7,06, Crossing Protection, $119,831. —They accept the cal-
culation of this cost as I have made it, but claim deduction from it of
approximately $50,000, charged in 1947 to freight service. In principle
I have refused to consider this claim, for reasons already stated; but,
further, that $50,000 includes part of the cost of certain crossing pro-
tection which would have continued on certain lines if in freight service
only. The amount of this item will have to stand.

Account 7,06, Drawbridge Operation, $8,393. They make a claim on
this item similar to the claim described on a preceding page under
maintenance of way, Account 208-R. But even if there were fewer
trains per day crossing the bridges, the men who operate those draw-
bridges would have to be on duty just the same and the cost of their
wages could not be reduced. The item will have to stand.

Account 7,07, Telephone and Telegraph Operation, $ll,lBO. —-They
claim this item would be reduced through the closing of certain stations
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and removal of the telephone instruments now in them. No definite
plan for closing and consolidation of stations, however, was submitted,
and in the absence of it no definite amount of reduction can be cal-
culated. The small amount of this item, therefore, will have to stand.

Accounts 373-389 and 400, Station Yard and Engine House estimate,
5183,038. ■— This amount is 25 per cent, my estimate of continuing
costs of separate items, as follows;

Account
No.
373 Station Employees .... $278,476 85
376 Station Supplies and Expenses . . 27,538 S3
377 Yardmasters and Yard Clerks . , 40,160 48
378 Yard Conductors and Brakemen . . 138,541 02
379 Yard Switch and Signal Tenders, . 4,337 87
380 Yard Enginemen 5,080 18
381 Yard Motormen 53,561 73
382 Yard Switching Fuel .... 15,260 61
385 Water for Yard Locomotives . . 283 95
386 Lubricants for Yard Locomotives 1,523 78
387 Other supplies for Yard Locomotives 689 56
388 Engine House Expense Yard . 21,010 99
389 Yard Supplies and Expenses . 1,593 31
400 Engine House Expenses Train . 132,095 18

Accounts 373 and 376, Station Expenses. They claim that costs for
station employees and station supplies and expenses would be greatly
reduced through station closings and consolidations, but no definite
estimate was submitted. It would seem probable that even if one half
the stations were closed, some of the employees in them would have
to be transferred to the stations which would take over their freight
business, so that the lines would end up with about one third the num-
her of station employees and one hal
This would revise Accounts 373 and
$106,594.

the supplies and other expenses.
376 to a total continuing cost of

Accounts 377 to 389, Yard Switching
of the various amounts is 8282,043
amount not stated, relates to Dover

nd Other Expense. Aggregate
A large part of this, precise

treet yard in Boston, which, of
course, handles passenger trains for other New Haven system lines as
well as for Old Colony lines. Even at Boston some of the costs charged
to Old Colony are allocations, not direct; and for Taunton, Fall River,
New' Bedford, Brockton and South Braintree it is entirely a matter
of allocations; that is, the same engine and its crew switches both
freight and passenger cars. At some of these points all switching
•night be discontinued, having the switching done by train crews, but
such a revision of operations does not seem to have been definitely
■worked out. Ido not believe that any one of these items can be en-
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tirely eliminated, and I am willing to accept 10 per cent of their aggre-
gate amount, considering this as a rough average, as a continuing cost
This would be $28,204, upon which I stand as a minimum.

Account 400, Engine House Expenses Train, $132,095. —They
claim that most of the engine houses, perhaps all except at Boston,
would be closed, but I cannot accept this theory. It would seem cer-
tain that even for freight service they would have to be continued in
operation at such outlying points as New Bedford, Buzzards Bay and
Hyannis. Moreover, except at Boston-Dover Street most of the
amounts included in this total are allocations; the wage cost, which is
most of it, would continue because the men would have to be on duty
anyway. Even at Dover Street this consideration applies, although
with not as much force as at the smaller points. I believe that 25 per
cent of this amount, or $33,024, is a conservative estimate of the con-
tinuing costs, under this item.

The total of the various amounts shown in the foregoing as contin-
uing costs under Accounts 373-389 and 400 is $167,822, and I am
willing to accept a reduction of my September estimate of $183,038 to
this figure.

General Expense

Accounts 451~460, General Office, 5376,613. —They claim that
$140,000 of this amount represents passenger revenue and expense
accounting at New Haven, and that all of this cost would disappear if
Old Colony passenger service were discontinued. I disagree that all
of it would disappear, because some of the personnel is engaged part
of the time, at least, on other work. Moreover, the balance of this
item, which would be $156,613, would not seem large enough to cover
all of the other costs or proportions of cost listed under this head on
page 144. I estimate that $lOO,OOO would be ample reduction in this
item, making its new amount $176,613.

Taxes,

Real Estate Taxes, $189,273 (page 124). They claim that this
amount is excessive, inasmuch as little or none of it applies to right
of way, but is mostly taxes on station buildings and other structures,
on land other than right of way, etc. A large part of this land and
structures would continue in sendee, but some of them might be sold,
demolished or rented, so that the taxes on them would be eliminated
or offset by revenue not now received. No definite plan for station
abandonment, demolition, sale or rental was submitted, but even if it
had been the rental or sale of such property would be completed, if at
all, probably only over a lengthy period of time. The New Haven
Railroad already has substantial holdings of real estate in the Boston
terminal area and elsewhere which it has been trying to dispose of for
years with no success. In the circumstances Ido not see what reduc-
tion in this tax item can be estimated, and therefore let the amount of
it stand as a continuingcost.
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Pay-roll Taxes, $96,982 (page 124). —Based on the estimated wage
and salary components of the reductions in various items as outlined
on preceding pages, the reduction in pay-roll taxes in 1947, computed
at 8.5 per cent of the pay rolls reduced or eliminated, would approach
$27,000, and I therefore propose to reduce the amount of this tax item
to $70,000.

Boston Terminal Company.

Account 142, Rents of Buildings, $184,771. They have no objection
to my calculation of $29,600 as Old Colony’s share of pro forma in-
creased rental revenue.

Ticket sales, 5380,306 (page 156). They claim that the proportion
of cost of local and commutation tickets sold in concourse, $35,000,
which I allocate to Old Colony, is too small, but do not say what they
think it should be. They do not object to the principle upon which my
elimination of the $lBO,OOO for Pullman reservation costs and $lOO,OOO
for Pullman and long distance ticket seller costs was based, although
they question the accuracy of the amounts. But they do not say what
they think they should be. My $74,620 credit to Old Colony expenses
on this item will therefore have to stand.

Allocation, of South Station Expense to Freight, Old Colony Credit of
$96,363. Messrs. Neiswanger and Coyle object to any such alloca-
tion, saying that the principle involved is in error. They say that the
expense of providing and maintaining the space occupied on the upper
floors is merely the expense of an owner, and that the use made of the
space is of no concern to any one so long as the rent is paid. I main-
tain that cost (less revenue) of providing space for freight operations
should not be charged to passenger service. For example, if the entire
space in the station above street level were occupied as a freight ware-
house, and the owner suffered a loss in providing that space for that
purpose, it would be absurd to charge any of that loss to the passenger
service. On this principle if the space is used 25 per cent for freight
operations, it is in error to charge that 25 per cent to passenger service.

I have obtained from the Terminal Company some detailed figures
on revenues and costs of the Terminal property, which enable me now
to segregate fairly accurately the revenues and costs relating to the
station building as distinct from the yards. I have therefore made
new calculations to show just what it costs in maintenance, operation,
taxes and interest to provide the station building space, and from the
total of these costs have deducted the revenues actually received in
1947 from rentals, concessions, etc., in the building. The resulting
deficit is the cost of providing the space over and above the revenues,
and it is this deficit with which we have to deal.

As to revenues, I find that part of Account 142, Rents of Buildings,
etc., 1184,771, includes rental of the express building and other space
which do not belong to the station building; this item should be
$38,500. Upon this correction the total of the revenues for 1947
would be $685,224. On the expense side, maintenance of the structure
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is reported at §122,697; electric power is 35 per cent for the station,
65 per cent for the yards; real estate taxes and bond interest should
be 43.2 per cent for the station as explained in my September report. 1

The table below gives effect to the foregoing, calculating the bond
interest, however, at its revised amount of $275,000.

South Station Building Costs, 1947.

a nmnvm T?vn nr, eflo
Total New Haven Old Per Cent ofAccount. StationExpenses. Charge. Proportion. Colony. New Haven.

Maintenance of structure $122,697 $85,888 $40,766 46.3
373 Stationemployees . . 465,069
376 Station supplies .

85,726

445 Electric power (35%) 62,900

Taxes, real estate (43.2%) 325,686
Taxes, pay roll . . 43,960

Bond interest (43.2%) 118,800

Total . . $1,264,838

Less revenue . . . 685,224

$579,614

25% to freight

35,548

60,008 225,843 54.9
44,030

227,9801
30,772 [ 140,868 41.2
83,160 J

$885,387 $407,477

479,654 263,330 54.9
$405,733 $144,147

101,433 36,037

The foregoing is the approach to the problem which
produces the most nearly accurate figures. Upon further
observation of the use made of the office space occupied
by the New Haven, I have concluded that freight opera-
tions represent at least 25 per cent of the activities con-
ducted in that space, yet I am inclined to think the
figure should be higher. But for purposes of this memo-
randum I have taken 25 per cent, and the credit to Old
Colony on this account therefore is revised to $36,037
in place of the $96,363, shown on page 135.

Messrs. Neiswanger and Coyle refused to comment on
the wTork-out of continuing costs and net deficit in 1947
covered in pages 136 to 140 with related exhibits in the
September report. The amount of $811,731 calculated
net deficit for 1947 shown by this method therefore stands.

Section 11. Assuming Continued Operation op Old
Colony Passenger Service in Part.

1 See page 134.
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September 14, 1948,

Senator Joseph Vikostek, Chairman, Special Commission Relative
to the Continuation of Transportation Service in the areas served
by The Old Colony Division of the New York, New Haven & Hart-
ford Railroad, and in Martha’s Vineyard and Nantucket, State
House, Boston, Massachusetts.

In re: The segregation formula as applied to Old Colony lines income
account, 1947.

Pursuant to your instructions of April 20, May 25,
July 7 and August 16 last, I have made detailed studies
of the Segregation Formulas of the New York, New
Haven & Hartford Railroad, with particular reference
to their application by the Railroad to its calculation
of the passenger income account of the Old Colony lines
for 1947. For this purpose I have examined and con-
sidered ;

The letter dated February 20, 1948, from the President of the Rail-
road to the Governor of Massachusetts, announcing that the passen-
ger service on Old Colony would be discontinued on October 1,1948.

The New Haven reorganization plan and the segregation formula
contained therein as Exhibit A.

The segregation formula dated December 10, 1936, prepared by the
New Haven Railroad and approved by the Interstate Commerce
Commission for allocation of revenues and expenses of the New
Haven system.

Various accounts and records, operating statistics and financial state-
ments of the New Haven Railroad, including some statistics espe-
cially prepared for me by the Railroad.

And various other relative reports and documents.
I had numerous conferences during the period from

May 3 to date in New Haven with various officials of
the Railroad, who supplied me with all the statistics and
other data which I requested, which seemed to be avail-
able or could be readily compiled, and who provided me
with every facility for doing the work on which I was
engaged. The same is true of the Trustee and officials
of the Boston Terminal Company.

Dear Senator Virostek:

INTRODUCTORY LETTER TO ORIGINAL RE-
PORT ON THE SEGREGATION FORMULA.
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The formula given in Exhibit A of the reorganization
plan is little more than a list of account titles, with
inadequate indication as to method of application.
Many accounts which had to be dealt with in the actual
accounting are not mentioned. This Exhibit A, there-
fore, could not have been used by itself for the purpose
of determining profit or loss in the operation of passenger
service on the Old Colony lines, and in the actual ac-
counting was supplemented by the Interstate Commerce
Commission rules dated January, 1936, for segregation
of passenger and freight revenues and expenses, and by
the New Haven segregation formula, dated December
10, 1936.

The formula for segregation, dated December 10,
1936, was devised for the distribution of revenues and
costs or charges, including system general costs, as
between mortgage divisions and leased lines of the New
Haven system while the same were operated by trustees.
At that time and until the New Haven reorganization
became effective in September, 1947, the Old Colony
lines and the Boston & Providence Railroad were in
separate ownership from the New Haven, and the Boston
& Providence Railroad is still in separate ownership.
But the New Haven is now the owner of the Old Colony
lines, and neither the segregation formula of 1936 nor
the formula in the reorganization plan is adequate or
appropriate for determination of the amount of profit
or loss which the system realizes from the operation of
the Old Colony lines.

In any multiple facility and multiple service enter-
prise such as a railroad, the fundamental test of the
propriety or accuracy of any credit to or charge against
a particular department or service is the determination
of the amount which the company would lose or save
if it did not own the particular property or perform the
particular service. So long as the company continues
to own the particular property and perform the particular
service, allocation thereto of calculated proportions of
general or system costs, and of costs of jointly used
facilities, is legitimate and proper; but that does not



HOUSE No. 2050. [Jan.104

f

fi

mean that the use of such property or the performance
of such service actually realized for the company the
profit or loss indicated by the records based on such
calculations.

An authoritative guide for determination of profit
or loss from operation of any particular railroad service
is the Interstate Commerce Commission, “Formula
for Comparison of Railway Revenues with Expenses for
Suburban and Commutation Services,” dated January,
1944. The formula is based on the out-of-pocket or
separable suburban expenses which could be avoided
if the traffic handled on commutation tickets should
cease to exist. Throughout this voluminous formula
this principle of incremental costs is repeatedly empha-
sized. For example, under Maintenance of Way the
formula states:

Where running tracks are used jointly with other service and,
because of the need of the other services the elimination of the subur-
ban service will not eliminate the need for these running tracks, in-
clude only the out-of-pocket or use portion of maintaining such run-
ning tracks which would be eliminated if the suburban service were
eliminated.

In the Old Colony accounts the New Haven divides
maintenance of way and many other costs between
passenger and freight service on the basis of gross ton
miles, in accordance with I. C. C. rules of January 1,
1936. This results in charging the Boston group lines
with most of the maintenance costs on those lines, al-
though the added cost of maintenance to provide for
passenger service on some of the lines is a comparatively
small amount over the cost of maintaining them for
freight service. In the within report I have calculated
true maintenance of way costs for Old Colony passenger
service by two methods: (a) The elimination from the
charges as calculated by the New Haven Railroad of the
costs or proportions of costs which could not have been
avoided in 1947 upon elimination of the passenger service
(pages 110 and 111), and ( b ) calculation of the incre-
mental or added costs which the passenger service ne-
cessitated, over and above costs of maintaining the lines
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for freight service (page 112). Both methods result in
approximately the same figures.

This report undertakes to show, itemized and in totals,
the amounts of the various costs or proportions of costs,
charged against the Old Colony passenger services in
1947, which could not have been avoided upon elimination
of those passenger services, and it does so by two methods:
(a) against the reported loss of $3,600,238 from operation
of passenger service on all Old Colony passenger-freight
lines, and (5) against reported loss of $2,668,598 from
operation of the passenger services which the New Haven
Railroad actually proposes to abandon. The first method
is the basis for the calculations and results set forth in
section I, beginning on page 110 hereof, the second
method is followed in section II beginning on page 136.
The excess charges or deficiencies in revenue relating to
Boston Terminal Company (South Station) are to be in-
cluded under both methods, and are described in a sepa-
rate section beginning on page 124 hereof. The results of
all these calculations are summarized in the table belowr .

Old Colony Passenger Service. 1917.

Excess Charges or Unavoidable Costs as defined.

apainpt Against Loss
Aococsts. Reported °i *2,668.598

$:i,60u"238 Loss. P r oposa
a
i
Ven

Maintenance of Way $373,241 $311,268

Maintenance of Equipment 249,599 203,277
Maintenance—additional 179,350 151,240
Traffic Expense 67,625 60,355
Transportation Expense 421,201 355,687
Transportation additional 183,038 146,761
General Expense 276,613 237,400
Taxes 288,794 249,805

$2,039,461 $1,715,793
Less 8.1% of above for south of Middleborough - 138,979

$2,039,461 $1,576,814
For Boston Terminal 280,053 280,053

Net total $2,319,504 $1,856,867

Net deficit 1.280,734 811,731
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The items of expense shown in the table above, and their
totals, are costs which the New Haven Railroad definitely
would not save if passenger service on the respective lines
had been discontinued January 1, 1947. So long as the
New Haven continued to operate the lines in freight
service, and in some cases even if the New Haven ceased
to own the lines, the New Haven would still have had to
meet these out-of-pocket costs or make these charges in
its operating expenses. The elimination of the passenger
service would not have eliminated those costs. Therefore,
in determining the loss derived from operation of Old
Colony passenger service, the totals of these items should
be deducted from the losses claimed under methods I and
II respectively.

Although the New Haven Railroad claimed a loss of
$3,600,238 on Old Colony passenger service in 1947, and
on the strength of this served notice of abandonment of
that passenger service, the letter of February 20, 1948,
from President Palmer of the New Haven to the Governor
of Massachusetts did not actually propose to abandon all
of the passenger service. That letter specified certain
services which “the New Haven would be willing, if
requested, to continue;’’ therefore, in my opinion, the
$3,600,238 deficit should be revised to exclude the deficits
reported for the lines on which the New Haven proposes
to continue service. In other words, the deficits to be
considered should be the deficit from the lines on which
the New Haven actually proposes to discontinue passenger
service, and from those lines only.

On the following pages are the details of my study
and conclusions, with supporting schedules and tabula-
tions. The latter, except for some calculations in them
which I have made and shown, are all as received by me
from New Haven officials, and accepted by me, pro tern,
as sufficiently accurate for purposes of study and calcu-
lations, with exceptions as noted within.

Respectfully submitted,

ALBERT W. KIMBER.
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THE SEGREGATION FORMULA AS APPLIED TO
OLD COLONY LINES INCOME OF 1947 AND
OTHER RELATED MATTERS.

On pages 141 to 144 is the income account for passen-
ger services only for the Old Colony lines for 1947, as
calculated and recorded by the New Haven Railroad,
both in summary and by primary accounts. The figures
are shown for the Old Colony lines as a whole, also
separately for the Boston group which is indicated as
“via Atlantic.” Separation of revenues and expenses
as between the various groups is shown in detail on page
153 and is condensed below.

-.r- Stoughton- j Mansfield- X r T V/., Total
Passenger. Atlantic North Fall River- p pj” OldAtlantic. Eaaton Newßedford. Cape Cod. Colony.

Operating revenues, $2,464,516 $8,647 $170,320 $144,949 $2,788,433
passenger only.

Operating revenues, 3,101,921 9,674 242,521 171,038 3,525,155
including "other”.

Operating expenses . 5,248,603 51,088 706,632 169,090 6,175,413
Net from operations . 2,146,681 1 41,413 1 464,110 1 1,947 2.650.258 1

Net operatingincome 3,014,602 i 45,7781 524.6111 15,24? i 3,600,2381

i Deficit.

The “other” operating revenues included in the second
line of this table are from mail, express, milk and other
traffic carried in passenger trains, from dining and buffet,
restaurant, and station, train and boat privileges. There
is also $313,465 jointfacility credit, all from South Station,
Boston, and other “via Atlantic,” which is dealt with in
a separate section.

The 1947 income account is stated on a system basis,
not as previously for the operation by one railroad of

Income Account Passenger Services 1947.
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another railroad in separate ownership; therefore intra-
system charges for carrying company coal, and rental for
or interest on investment in company-owned equipment,
are excluded.

Passenger revenue accounts have been checked by
independent auditors, and for purposes of this report are
accepted as reported, without comment except as given
in the following section.

Passenger Revenues via Atlantic.

For 1947 the passenger revenues from operation of the
Poston group lines are reported as follows:

Passenger Revenues, Old Colony Railroad, 1
[Via Atlantic.]

Local.
To and from Boston .... $1,990,812 00
Between other points . . . 141,799 35

52,132,611 35
Interline 144,768 68
Net adjustments 187,136 51

Total $2,464,516 54

The revenue designated “interline” is from tickets
reading in part over lines outside the New Haven system;
this amounts only to 5.8 per cent of total passenger
revenue. The reason is that most passengers from stations
on the Boston group lines for destinations beyond the New
Haven Railroad lines use their commutation tickets to
Boston and buy their long distance transportation there.
The “interline” figures in the table, therefore, give no
indication of the amount of through passenger revenue
for New Haven outside Old Colony, which originates on
the Old Colony lines.

Revenue from tickets reading in part over other lines
of the New Haven system, including the Boston &

Providence Railroad, is included in the “local” revenues.
Division of revenue from tickets reading over more than
one line is made in accordance with page 5 of the segrega-
tion formula as a prorate on basis of route mileage on
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each line; but inasmuch as nearly all rates for such
travel are made by addition of the respective local rates,
and the rate per mile is the same for all the lines, Old
Colony receives in the division substantially its local
rates.

On page 145 is a statement of the passenger rate in-
creases and wage increases made effective on the Old
Colony lines during 1947, including an increase which
became effective January 21, 1948. Aside from the in-
crease in coach fares made effective in April, 1947, the
increases were made in December, 1947, or in January,
1948. The passenger revenues in 1947, therefore, bene-
fited little from these rate increases. The New Haven
estimates that if these increased rates had been in effect
throughout the entire year the net benefit for Old Colony
lines as a whole would have been $491,917. This assumes
that the increases except those for commuter travel would
have resulted in a 5 per cent decrease in patronage. The
wage increases, calculated on the same basis, would
have decreased 1947 income by $414,834.

Passenger Traffic Diversions and Reroutings.

No reroutings or diversions of passenger traffic from
Old Colony lines resulting in substantial loss to Old
Colony revenues have been made since 1935. The most
important diversions from the former Old Colony were
made from it to the Boston & Providence Railroad lines,
and these all occurred while the Boston & Providence
was a leased line in the Old Colony system; therefore
the Boston & Providence proportion of the revenue was
still Old Colony revenue. The diversions were not
effected through line abandonment, they were made,
so far as passenger traffic was concerned, long before the
abandonments. Some of the line abandonments of
1937 and 1938, however, emphasized the fact that re-
routing had been effected.

The New Haven states that all the diversions were
made for the purpose of improving service and economy
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in operation, and my study of the record and of the
conditions confirms that such objectives were attained.
The principal reroutings and line abandonments, as
affecting passenger travel on Old Colony lines, were the
following:

Boston-Fall River-New Bedford trains, which formerly moved via
Braintree-Eandolph-Stoughton and Easton to Taunton, were re-
routed over Boston & Providence to Mansfield, then Old Colony to
Taunton, etc., something like thirty years ago. At that time Boston
& Providence wras a leased line of Old Colony, and the division of
revenue was a matter of indifference to Old Colony. The new route
substituted straight line high-speed and shorter mileage for a combi-
nation of lines which included some of poor condition and many
curves, effecting some economy in operation. Abandonment of the
link Eandolph-Stoughton in 1938 made no difference whatever to
the routing of passenger traffic or the allocation of revenues from it,
as the Randolph-Stoughton line had been in freight service only for
about twenty years, with very little freight traffic at that.

New York-Cape Cod summer service, which at one time was oper-
ated via Boston, was rerouted via Attleboro-Taunton-Middleborough
years ago. This rerouting reduced the running mileage east of Provi-
dence, shortened the running time, involved no line abandonment,
and resulted in no reduction in the revenue proportion to the Old
Colony lines.

Abandonment of the links: Whitman to East Bridgewater, Matfield
to Eastondale, Middleborough to Myricks, Warren to Fall River,
which on the map look as if they might formerly have been segments
of important through routes, made no difference whatever to routing
of passenger traffic when they were abandoned during 1937-1938.
No passenger service had been operated on them for more than five
years, or since before 1935, and practically no freight service.

Old Colony Railroad Analysis of Costs and Charges,
1947.

Method 1.-—If passenger service on the Old Colony
lines now in passenger service were discontinued, but
if New Haven retained the lines and continued to operate
them in freight service, New Haven would not save in
cash outlay the full amount of the charges which were
made against these lines in 1947 for maintenance of

Section I. Assuming Complete Abandonment of

Service.
Maintenance of Way.
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way (see page 142). There are numerous items of main-
tenance of way cost, charged in 1947 against passenger
service on the Old Colony lines, which New Haven would
have had to continue paying or charging against its
operations if it continued to operate the lines in freight
service only, in some cases even if it did not operate them
at all. The following are the principal items of this kind:

Total ViaAccount
Number. Old Colony. Atlantic.

201 Superintendence $61,062 13 150,876 56
208-R Bridges, trestles, culverts road
208-Y Bridges, trestles, culverts yard

321-R Fences, snowsheds, signs road
221-Y Fences, snowsheds, signs yard

33,643 05 21,945 78
2,688 80 2.685 41

11,712 86 9,703 52
19 60 19 60

217-G.O. Station and office buildings general 2,842 26 2,430 32
office.

6,150 49231 Water stations 7,009 91
8,289 38233 Fuel stations 9,673 30
7.778 76235 Shop Shops and engine houses shops 9,301 77

235 E. H. Engine houses .....
28,005 65 22,826 57

8,884 04247 Telegraph and telephone lines . 10,949 85
73,005 93249 Signals and interlockers . . 82,224 93

1,026 33253 Power plants 1,241 24
4,734 01257 Power transmission systems . . 4,767 63
8,810 41269 Roadway machines ....

10,917 09
14,420 44

44,432 38
20,408 00

271 Small tools and supplies . . . 17,945 98
Removing snow, ice and sand . . 50,515 69

273 Public improvements maintenance 28,719 31
$308,427 93$373,241 05

Most of the items in the tabulation above relate to
structures or other physical property, which would have
had to be retained and maintained in good condition
regardless of the degree or manner in which they were
operated, and in some cases whether they were operated
at all. Deterioration is caused to a small extent only
by use. The item “201 Superintendence” includes
expenses which would continue even if only freight service
were operated on the lines; snow, ice and sand would
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have to be removed if only freight trains were run. There
are numerous other items on page 142 on which the
proportion of maintenance costs allocated to passenger
sendee would not be saved in whole, some probably
not even in part, but no estimate of such can be made
from available data.

The item on page 142 “278 Maintaining Joint Tracks,
Yards and Other Facilities $102,897.89” relates to
charges in South Station, Boston, and is dealt with in
another section of this report.

Method 2. There is another method of calculating
the amount or amounts properly chargeable to the Old
Colony passenger service in 1947. This is determination
of the additional costs of maintenance required for
passenger service over and above freight service. The
condition standards required for lines in freight service
only are normally not as high as those required for lines
in passenger service also. Aside from the weight and
frequency of trains, the speed of the trains is the most
important factor. In cost of maintenance of way there
is a considerable difference between a line on which
speeds are restricted to, say, fifteen miles per hour and

line on which forty or fifty miles per hour are permitted.
Old Colony lines in freight service run only 234.53

miles. Lines in freight and passenger service are 143.52
miles for the Boston group lines through to Woods Hole
and Hyannis, and 63.39 miles for the lines Mansfield-
New Bedford-Fall River and Attleboro-Taunton, a
total of 206.91 miles. Thus maintenance for freight
service covers a total of 441.44 miles, of which 206.91
miles must also be maintained for passenger service.

On page 147 is a tabulation showing maintenance of
way costs in 1946 and 1947 as directly assigned to the
different segments of Old Colony lines, with explanatory
notes on page 148. The figures given are the total direct
charges in the divisional accounts, not allocated as be-
tween passenger and freight service. Allocations are
made on the basis of gross-ton-miles, in accordance
roughly with the figures given below.
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Old Colony Lines, 1947.
Boston North New N York-Passenger Service. Group to Easton Bedford- p p. . Total,

Ilyaunis. Service. Fall River. <-aPel-oa -

Train miles . . 842,392 26,686 142.451 28,627 1,040,056

Car miles . 5,063,677 30,694 626,918 267,087 5,988,376

Car miles, excluding 5,061,900 30,694 626,659 190,268 5,909,881
Pullman.

Road locomotive miles 796,304 - 142,570 50,490 989,361

Gross Ton Miles.

i borough- New York- Mangold-
! Ximne" Cape 'C °d' Newß^Tord

Passenger . . . 421,874,204 37,181,376 19,862,519 64,255,448

Freight
....

92.797,535 11,265,195 8,477,952 127,048,015

In addition to the direct charges made in the divisional
accounts, there are certain indirect charges to main-
tenance of way on the Old Colony lines which are made at
New Haven. These are shown on pages 148 and 149.
The aggregate of the direct and indirect charges in 1947
is $1,715,893. The total amount actually charged against
Old Colony in 1947 for maintenance of way was $1,691,-
377. The difference between the two figures is due to
differences and adjustments in certain allocations made
at New Haven. As a basis for the calculations herein
the final amount of $1,691,377 is used. Of this amount,
$801,395 was allocated to freight service and $889,982
to passenger service.

In making the study to estimate the amounts whicli
the New Haven would have had to pay or charge if all
the lines in freight and passenger service had been used
for freight service exclusively, an important factor con-
sidered was the volume of the freight traffic carried in
1947 on the various segments of the Old Colony lines.
This traffic is shown on pages 150 and 151 and is illus-
trated in the freight traffic density map. Estimates of
direct maintenance costs from charges in the divisional
accounts, if all the freight-passenger lines had been in
freight service only in 1947, are shown on pages 151 and
152.
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The indirect charges to Old Colony for maintenance
of way in 1947, as computed and allocated in New Haven
general offices on a system basis, are shown on pages 148
and 149. Excluding the charge in respect of Boston
Terminal Company, which is dealt with separately in
memorandum on that company, the amount of such in-
direct charges would be $249,433. The item (h) in the
table relates to the yards in the Boston terminal area,
namely, South Boston, Dover and Southampton streets,
and Massachusetts Avenue. No separation of these yard
facilities or their use is made between Old Colony on the
one hand and Boston & Providence and the New Haven
Railroad on the other. It is possible that if passenger
equipment of Old Colony no longer entered or was stored
in these yards a few of the yard tracks could be with-
drawn from service and a small part of the cost repre-
sented by the item ‘ ‘ roadway and track accounts $60,737 ”

could thereby be avoided. But this is problematical and
no calculation of such reduced amount is attempted here.
But there is no question as to any of the other items. It
is practically certain that if the lines and yards had been
operated in 1947 in freight service only, except that the
yards handling Boston & Providence and other New
Haven passenger equipment had continued to handle
them, as they are now doing, the New Haven Railroad
would not have saved a penny of the above mentioned
$249,433. These costs would still have had to be paid.

From the foregoing the following summary may be
made :

1947.Freight Service Only.
Divisional accounts:

Bos ton-Middleborough and branches, estimate . . 1196,624
Middleborough-Buzzards Bay, etc., estimate . . 90,400
Mansfield-New Bedford, etc., estimate 218,190
AH freight lines, actual 394,091

New Haven accounts;
Allocated charges, all lines, not avoidable if passenger

service eliminated 249,433

Total $1,148,738



HOUSE No. 2050.1949.] 115

Deducting this $1,148,738 from the total charge of
$1,691,377 leaves $542,639. From this figure should
be deducted $22,700, the computed pro rata passenger
proportion of $69,700 general expense items in main-
tenance of way costs as charged in the divisional ac-
counts, leaving $519,939 as the estimated additional
cost in 1947 of maintaining the freight-passenger Old
Colony lines to standards adequate for passenger service.
The total of the charge allocated to passenger service in
1947 was, as above stated, $889,982, and the difference
between these two figures is $370,043, calculated by this
method as the excess charges in this account in 1947.
This figure is based on estimates, but it confirms the
$373,241 shown in the preceding section as the total
of excess charges to passenger service for maintenance
of way.

Maintenance of Equipment.
Steam Locomotives. In passenger service on the Old

Colony lines in 1947 the New Haven employed six different
types of steam locomotives, but of three of the types the
system owned only one locomotive each. Most of the
mileage was run by types 1-1 and 1-2 which together
accounted for 95.1 per cent of the total passenger loco-
motive miles on the Old Colony lines. Type 1-1 ran
19.73 per cent of the total miles and type 1-2 ran 75.3
per cent of the total miles. Both types are of the light
Pacific model.

Old Colony lines mileage of type 1-1 was 26.3 per cent
of the total system mileage reported for this type, and
Old Colony lines mileage of type 1-2 was 47.4 per cent
of the total system mileage of this type. The system
average cost in 1947 for maintenance of type 1-1 was
58.236 cents per mile run, and the corresponding figure
for type 1-2 was 60.485 cents per mile. The table below
gives the details.
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Steam Locomotives in Passenger Service 19\7, with Average Costs of
Maintenance per Mile Run.

New Haven System. Old Colony Lines.
-p ypE Number |

Miles Run. Miles Run ' oFIyS.
A-l-A 1 1,178 141.335 1,071 90.9
G-4-A 1 3,695 15.863 2,540 68.7
1-1 26 613,805 58.236 161,393 26.3
1-2 48 1,300,335 60.485 616,476 47.4
1-3 1 27,196 52.801 21,196 78.0
1-4 26 527,343 72.900 15,244 2.9

The method of assessing maintenance costs against
Old Colony lines for these locomotives is a monthly
charge at the average rate per mile for the preceding year,
the dollar amount of the charge being adjusted at the end
of the year to equal the average per mile rate for that
year. Records of the actual amounts in dollars expended
for maintenance and repairs on each individual engine are
kept at Readville, and the miles run by each engine on
Old Colony lines and on other system lines, respectively,
are also recorded and available, but calculation of a
precise amount of repair costs per division would be an
intricate and difficult process. Steam engines usually
run along for four or five years with nothing but minor
repairs, then are put in the shop for major repairs which
may cost anywhere from $16,000 to $20,000 per engine
according to condition. This happens at different times
during the jr ear. Moreover, some of the locomotives
running on Old Colony lines are employed part of the
time, some of them part of each day, on other lines of the
system, because so much of the passenger service on Old
Colony lines is commuter service, heavy movement into
Boston in the early morning hours and out of it during
the early evening, with little movement during the middle
of the day and at night. To utilize the engines with even
a moderate degree of efficiency some work has to be found
for them during hours when commuter service slackens off.

On the Boston group lines during the winter in 1947
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there were 40 trains, which on a round trip basis means
80 trips per day. Forty-four of these trips are of 10.1 mile,
only 10 of them are 37.4 miles, the maximum distance.
Stops are numerous. Wear and tear on locomotives in
such service is greater than on main line or other longer
runs with fewer stops, therefore when Old Colony lines
are charged the average per mile rate for maintenance and
repairs to locomotives of the types assigned to it, and the
runs on its lines are from 26.3 per cent to 47.4 per cent of
the total mileage run by the locomotives assigned to it,
it would not appear that Old Colony lines have been
directly overcharged for maintenance of steam loco-
motives.

Passenger Train Cars. ■— The total number of passenger
train cars in service on Old Colony lines in the week of
May 2 to S, 1946, was 192.28. This is approximately
the number in service during the year 1947. On page
146 is a tabulation showing the total of each type owned
in the New Haven system, the number and percentage
of total used on Old Colony lines, and the miles run per
car.

In service on the Boston group lines there was an aver-
age of 178 passenger train cars. This includes service
through to Woods Hole and Hyannis. In service from
Mansfield to New Bedford and Fall River there was an
average of 10 passenger train cars, and on the North
Easton branch 3.72 cars.

Other than passenger cars in service for passenger
traffic on the Old Colony lines (included in the figures
above) comprised an average of 8.21 mail cars, 24.71 steel
underframe baggage cars, and 9.25 all steel baggage cars.
Of these mail and baggage cars four or five were on the
Mansfield-Fall River-New Bedford lines.

Passenger train miles and car miles and gross ton miles
passenger and freight on the above mentioned lines, for
the full year 1947, are given in the table on page 113.

Cost of repairs to passenger train cars was charged to
Old Colony lines in 1947 on the basis of miles run per
car of each type multiplied by the system average cost
of repairs per mile for that type. Inasmuch as the



HOUSE No. 2050. [Jan.118

number of miles run on Old Colony lines by all the various
types (with two exceptions) constituted but a small
percentage of the total miles run on the system, the basis
of cost apportionment of this item would appear fair.
The exceptions are in the first two items on page 146,
suburban coach and steel underframe coach, of which
Old Colony lines used 60 per cent and 44 per cent respec-
tively, of the total owned. These are mostly cars thirty
years of age or older, and the cost of repairs per car would
normally be higher than for the newer cars.

General. Included in the 1947 charges to Old Colony
lines for maintenance of equipment (page 143) are some
items which New Haven would have had to continue to
pay or to charge to its operating expenses, even if pas-
senger service on Old Colony lines had been abandoned.
These are as follows:

Number. Maintenance of Equipment. AthSic.
301 Superintendence .....

$60,534 43 $50,521 65
302 Shop machinery 25,800 53 21,590 04
304-A Power plant machinery .

. . 4,614 09 3,843 38
308-Y Steam locomotive repairs— 5-ard . 7,744 53 1,781 18
331-A Equipment depreciation , . 122,446 86 104,608 79
331-B Equipment depreciation . . 28,458 71 20,299 94

Totals $249,599 15 $202,644 98

Repairs to locomotives and cars are made mostly in the
Readville shops, which are off-line to Old Colony. There
are no repair shops on the Old Colony lines. Most of the
items in the table above refer to charges in the Readville
shops. The item of superintendence in the table would
not be reduced in amount if the Old Colony passenger
equipment were not repaired at Readville, and of course
the shop machinery woidd have to be maintained in con-
dition in any case. The same is true of the power plant
machinery and repairs to yard locomotives. We are
dealing here, it should be noted, with charges or allocations
for maintenance of plant, not operation of it. Deprecia-
tion charges against locomotives and cars would continue
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to be made so long as the New Haven Railroad continued
to own them, whether or not in use; and we cannot assume
that discontinuance of the Old Colony passenger service
would be followed by immediate retirement of all the
equipment employed in it, especially in view of the con-
dition described in the next paragraph. The charges or
costs represented in the foregoing table, therefore, would
not be eliminated upon discontinuance of passenger
service on the Old Colony lines.

In addition to the items and amounts given in the table,
there are various proportions of other items which the
New Haven would still have continued to pay or charge
regardless of passenger service on Old Colony lines.
Some of the steam locomotives in passenger service on
Old Colony lines are also used at various times of the day
and night in freight sendee on the same lines, or in freight
or passenger service on other lines of the system, and to
some extent they would still have to be so used. Some
of the passenger train cars in Old Colony commutation
service are also used on other systems line during the day.
Then there are through routes, such as New Bedford to
Boston, four passenger trains per day, the same locomo-
tive and cars moving over Old Colony to Mansfield, then
Boston & Providence Railroad to South Station. It is
obvious that all of the steam locomotives and passenger
train cars could not be retired, and on those which would
still be in service repairs would have to be made, part of
the cost of which under conditions existing in 1947 was
allocated to Old Colony passenger service. Such items,
some proportion of which would not be saved by the New
Haven, are the following;

Number 1. Maintenance of Equipment. ; Atkntio.
308-R Steam locomotive repairs road . . $488,640 39 $376,187 46
311 Other locomotives —repairs . . . 56,158 97 41,912 19
317 Passenger train cars repairs . 366,684 35 314,983 52
326 Work equipment—repairs . . . 14,269 46 11,957 16
328 Miscellaneous equipment repairs 10,969 58 9,096 02

Totals $896,722 75 $754,136 35
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Data to show the mileage run on other lines or in other
service by the same locomotives and cars which ran part
of their mileage in passenger service on Old Colony lines
have not been obtained, and to calculate precise figures
for this would involve some lengthy research. But it
would seem conservative to estimate that such other-
service mileage amounted in 1947 to at least 20 per cent
of the miles run on Old Colony lines, and that 20 per cent
of the amounts charged under these items would continue
to accrue. In such case the amounts which New Haven
wrould have had to pay in respect of the items shown above
would have been approximately $179,350 or $150,825,
respectively. These figures would seem to be minimum.

All charges under this head, items 351-359 (page 143)
would probably have had to be paid, or at least would
have continued to be paid in 1947, even though all passen-
ger service on the Old Colony lines was discontinued. No
advertising is done for the benefit of Old Colony lines, the
promotion of southern New England as an industrial
territory hardly applies to southern Massachusetts or
Cape Cod. Cost of superintendence, outside agencies,
memberships in various associations, etc., would still
have been paid. The amounts charged for 1947 were:
total Old Colony, $67,624.94, and via Atlantic, $60,138.14.

Some of the charges under this head, as shown on page
143, are direct, and would be eliminated upon discon-
tinuance of passenger service. Such, for example, are
Accounts 392 to 399, inclusive, 401, 402 and some propor-
tion of the amounts in Accounts 410 to 420, inclusive.
These relate to the operation of passenger trains and are
out-of-pocket payments. Most of the other charges, how-
ever, represent merely allocations to Old Colony passenger
service of a part of the cost of operating facilities which
are used jointly by passenger and freight services of the

Traffic Expenses.

Transportation Expense.
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Old Colony, the Boston & Providence Railroad and other
lines of the system. Such are Accounts 373 to 389, in-
clusive, and Account 400. These operations would have
to continue so long as any such other traffic was moved
over the lines or in the yards. Discontinuance of Old
Colony passenger service would not eliminate these costs,
but would reduce them, and estimate of such reduced
costs is made below. The table shows these amounts and
also other amounts which unquestionably would have
been paid by the New Haven in 1947, whether or not any
passenger trains moved over Old Colony lines.

ViaTotalAccount
Number. Transportation Expe AtlanticOld Cole

371 Superintendence $149,889 50 $129,355

18,470Dispatching trains
....

18,470 59 14,962 19
404 Signal and interlocker operations . 113,436 20 95,231 96
405 Crossing protection .... 119,831 00 73,661 00
406 Drawbridge operation ....

8,393 37 8,548 30
407 Telegraph and telephone operation . 11,180 89 9,633 76
373-389, Station, yard and engine house, esti- 183,038 00 145,143 00
400 mates of continuing costs.

Totals $604,239 55 $476,535 59

The item superintendence is an allocation of expense,
mostly at Boston which covers a staff dealing with trans-
portation operations and other matters relating to the
lines and to the yards in and around Boston, and that
staff hardly would be reduced any if passenger service on
the Old Colony lines were discontinued. These lines and
yards handle freight and passenger traffic not only for Old
Colony, but for Boston & Providence Railroad and for
other lines of the New Haven system. The men who dis-
patch trains, operate signals and interlockers, draw-
bridges, telegraph and telephone systems would have to
be on duty and paid their full day’s wage in order to handle
Boston & Providence or such other New Haven passenger
and freight service and Old Colony freight service.

The amounts of the item crossing protection are cal-
culated as follows; certain of the Old Colony lines have
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such light freight traffic that if passenger service were
discontinued, manual protection, which is the basis for the
operating costs of crossing protection, could be discon-
tinued. The light traffic lines are the following: East
Braintree-Greenbush, South Braintrce-Plymouth, West
Hanover Branch, Bridgewater-Middleborough, Buzzards
Bay-Woods Hole, Buzzards Bay-Hyannis, and Stoughton-
North Easton. Based on pay-roll costs for crossing
protection on these segments during the weeks of January
18 and December 13, 1947, as reported by the New Haven,
it is calculated that the total crossing protection costs on
these lines in 1947 were $278,707, of which 82 per cent,
or $228,540, was allocated to passenger service ($214,455
via Atlantic). The differences between these amounts
and the amounts shown for crossing protection on page
144 are $119,831 and $73,661, total Old Colony and via
Atlantic, respectively. These are the crossing protection
costs on lines on which freight trains are too frequent to
permit discontinuance of the protection, and the amounts
are shown herein as continuing to be paid after cancella-
tion of passenger service.

The item Station, Yard and Engine House, Accounts
373 to 389 and 400, is an estimate based on the following:
stations handling passenger traffic also handle freight;
most of them are small and little reduction in their costs
could be made unless they were closed. They could not
all be closed, because of freight traffic requirements,
direction of train movements and yard operations; they
would continue to be heated, lighted, cleaned, etc., in
part at least. The number of yard clerks, yard con-
ductors and brakemen and yard motormen might be
reduced somewhat if none of the Old Colony passenger
engines or cars entered the yards, but the total amounts
of the relative Accounts numbered 377, 378, 380, 381 and
400 could not be eliminated. The entire amounts of
Accounts 379 and 388 would continue to be paid inas-
much as the men performing these tasks would have to
remain at their posts to handle the other traffic. The
aggregates of all these items as shown on pages 143 and
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144 are $732,154 total Old Colony and $589,573 via
Atlantic, and it would seem extravagant to concede that
75 per cent of these amounts could be saved; neverthe-
less, that assumption is here made. The amounts shown
in the table are 25 per cent of the amounts given above,
and are the estimated amounts which would still have
been paid out on these items in 1947 if Old Colony
passenger service had been completely eliminated.

Amounts charged under Accounts 451-460, as shown
on page 144, are merely allocations from costs which
would still have to be paid if passenger service were
discontinued, and some of them even if freight service
also were discontinued. Salaries and expenses of the
general offices, except, possibly, a small amount for
stationery, would probably continue in the same amounts.
The totals for 1947 are: total Old Colony, $276,613.56;
via Atlantic, $235,117.43.

In the statement of Old Colony lines passenger revenues
and expenses for 1947, given on page 141, there appears
an item “Railway tax accruals, $528,733.60.” This is
an income charge; no part of it is included in the various
classifications of other expenses. The amount is made
up as follows: Pay-roll taxes, $336,932; real estate taxes,
$189,273; miscellaneous taxes, $2,539. The real estate
and miscellaneous taxes are not related to the use made
of the lines. They would have to be paid in any case,
but the pay-roll taxes would be reduced if passenger
service were discontinued.

Pay-roll taxes in 1947 averaged 8.5 per cent of the
pay rolls, and pay rolls were approximately 60 per cent
of the total cost of maintenance of way, 60 per cent of
maintenance of equipment, and 70 per cent of transpor-
tation expense. These percentages, applied to the
amounts eliminated herein as not properly chargeable to

General Expense.

Taxes.
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the passenger service in 1947, with special analysis of
the transportation expense items, result in the amount
of $96,982. This is the amount in pay-roll taxes alone,
charged to Old Colony passenger service, which the New
Haven Railroad would still
passenger seiwice had been
summarizes the foregoing:

have had to pay if that
cancelled. The following

Real estate taxes
Miscellaneous taxes

$189,27:
2,539

Pay-roll taxes on expenses continuing if all passenger serv
ice were discontinued 90,982

Total $288,794

The total shown above is the estimated amount of
taxes, charged in 1947 to Old Colony passenger service,
which the New Haven would nevertheless have had to
pay in any case.

The charges and credit made on account of South
Station in the various Old Colony accounts, all appli-
cable to “yja Atlantic,” are as follows:

Account
278 Maintenance of way, etc. . . . $102,897 89
336 Maintenance of equipment . . 32,024 95
390 Operation 526,802 10
461 General joint expense .... 5,768 95
541 Joint facility net debit . . . 418,593 72

Total 11,086,087 61
551 Joint facility credit .... 313,465 60

Net charge $772,622 01

Accounts 278, 336 and 390 represent the via Atlantic
proportion of maintenance and operation of Boston South
Station. Account 541 is the via Atlantic proportion of
taxes payable on the station property, interest on bonds

Boston Terminal Company 1947, Revenues and Expenses,
New Haven Proportions Old Colony Allocations.
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and other capital charges. The joint facility credit,
Account 551, is the via Atlantic share of income of the
terminal from office rents, station concessions and the
like. All as computed by the New Haven Railroad.

The full amount of the net charge shown above would
not be saved by the New Haven if no passenger trains
from Old Colony lines entered South Station. The picture
there would then be radically changed: less income from
concessions, etc., fewer tracks in service, therefore less
maintenance cost, and possibly some reduction in operat-
ing costs. Probably some new arrangement with Boston
& Albany Railroad would have to be made, but it would
be difficult if not impossible to calculate the effect of this
now. But in the Terminal Company’s accounts, as
reported for 1947, there are several items which require
explanation or correction.

Boston Terminal Company is rated by the Interstate
Commerce Commission as a Class I carrier, and is re-
quired to report to the Commission on the usual form A.
Its income account as shown in that report is meaning-
less, but the report does include some details of revenue
and of expenses which, combined, are shown on page 154.
On that page also are shown the New Haven Railroad
proportions, uniformly 70 per cent, and the Old Colony
proportions of the various items as determined by the
New Haven. Expense Account 390 is shown in further
detail on page 156, and a comprehensive and complete
statement, as compiled by the New Haven Railroad
from the monthly statements furnished to it by the
Terminal Company, is shown on page 157.

The division of revenues and expenses of Boston
Terminal Company as between Boston & Albany Rail-
road (New York Central) and New Haven Railroad as a
system is uniformly 30 per cent and 70 per cent, respec-
tively, under agreements between the two systems.
Allocations of the New Haven proportion of the Terminal
revenues and expenses, as between Boston & Providence
and Old Colony, are made by the New Haven Railroad
on a use basis. There is no such thing as a fifty-fifty split
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of the New Haven proportions of the Terminal Com-
pany revenue and expense as between Old Colony and
Boston & Providence. Of the revenue, Old Colony in
1947 was allocated 54.9 per cent of the New Haven
proportion; of the expenses, taxes, interest and other
items Old Colony’s allocation of the New Haven pro-
portion was uniformly less than 50 per cent except for
the item Maintenance of Equipment, where Old Colony
was charged 54.8 per cent of the New Haven proportion.
This, however, is a comparatively small item. Of the
entire “net deficit” Old Colony was charged 37.4 per
cent of the New Haven proportion, and Boston & Provi-
dence was charged 62.6 per cent thereof. These figures
are shown on page 157.

In these accounts, as presented herein, the various
items ofrevenue and expense, as reported by the Terminal
Company, are actual receipts or disbursements, except
bond interest, which in 1947 was not paid, and except
also for certain non-cash items such as depreciation. In
compiling the annual figures from the monthly state-
ments, New Haven adjusts certain items to exclude these
non-cash items, refusing to pay cash to the Terminal
Company in respect of them. This accounts for the
discrepancies in some cases between the Terminal Com-
pany’s figures and those of the New Haven, which are
lower. The aggregate of the reductions thus made by
the New Haven in the 1947 expense account was $142,179
(see note on page 157).

The divisions of revenue and expenses between Old
Colony and Boston & Providence are made by the New
Haven according to various formulas. On most of the
items, as already stated, the divisions work out to a lower
cost for Old Colony than for Boston & Providence, but
some of the larger of these items may usefully be explained,
and this is done in following sections. On other items,
however, the formula used by New Haven for the division
seems inappropriate, as it results in charges to Old Colony
which appear unreasonably high. These also are dealt
with in following sections.
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Rents of Buildings, $184,771 (page 154). This in-
cludes the rental income from the four floors of office space
in the South Station building. The New Haven Railroad
and the Boston & Albany each occupy one floor, and the
New Haven has additional space on other floors, and the
Terminal Company itself occupies other space. Some of
the space is vacant. The New Haven and the Albany
pay separately and directly for the janitor work on then-
two floors, and the rental they pay the Terminal Com-
pany for their space amounts to a total of $38,500 per
annum, which works out to about 60 cents per square
foot. Such rate is less than would have to be paid for
similar space in the vicinity. It is stated that for tax
reasons related to their own income accounts the Terminal
Company’s revenues have been kept low by the using
railroads, but regardless of this consideration the result
has been that Old Colony lines have been charged, in
effect, with some of the New Haven and Boston & Albany
expenses from which Old Colony does not benefit. If the
rental rate were increased to, say $l.BO per square foot
(which makes allowance for the janitor service paid for
separately by the tenants), an increase of $77,000 per
annum in the Terminal Company’s revenues would
result. On basis of the 1947 division of the revenue,
when Old Colony was allocated 54.92 per cent of the
New Haven proportion, this would benefit Old Colony
$29,600.

No investigation of other items in the revenue account
has been made for purposes of this report.

Baggage, Mail, etc., Expense.

The charge to Old Colony in 1947, as allocated by the
New Haven, was $78,457 (page 156), which is less than
the figure it would have been on the basis of number of
pieces handled. The number of pieces in the year was
estimated by the South Station baggage master’s office on
the basis of actual count during the weeks beginning

Revenue Items.
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July 13 and October 19, which were added together and
multiplied by 26. On this basis the number of pieces of
each class handled in 1947 was estimated as shown in the
table below.
Number of Pieces ofBaggage, Mail, etc., handled at South Station, 1947.

1In and Oct. Via Back Bay. Via Atlantic.

Baggage, pieces ....... 267,870 27,040

Mail, sacks or packages 3,847,480 1,861,262

Milk, cans 35,230 22,542

Papers, bundles .......
841,620 768,716

Supplies, packages ....... 21,788 494
“Storage’’mail 4,098,042 nil

Totals 9,112,030 2,680,054

Proportions (per cent) 77.3 22.7

The figures “via Back Bay” include both the Boston
& Providence and some other New Haven lines, and the
Boston & Albany, no discrimination being made between
the two roads by the South Station people. The figures
under “via Atlantic” are all Old Colony. The Terminal
Company proportion for Old Colony based on number of
pieces handled in 1947 was 22.7 per cent* but Old Colony
was actually charged only 13.6 per cent of the Terminal
Company total, or 19.5 per cent of the New Haven pro-
portion.

The amount charged for this expense in 1947 was
$380,306 (page 156). The cost is constituted by Items as
follows:
Pullman reservations office, 68 persons at average of $53

per week, equals per annum approximately .¥lBO,OOO

Pullman and long-distance ticket sellers (in waiting room),
28 persona at average of $7O per week, equals per annum
approximately 100,000

100,306Local and commutation tickets, sold in concourse

These figures are taken by sampling check from the
Terminal Company’s weekly pay rolls.

Ticket Sales Expense.
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The proportion of this $380,306 expense allocated to
Old Colony in 1947 was $109,620, which was on the basis
of number of tickets sold over Old Colony and Boston &

Providence lines, respectively. On this basis Old Colony
is charged as much for selling a 35-cent coach ticket or a
$3 commutation ticket as Boston & Providence is charged
for a ticket from Boston to New York or Chicago. There
is no logic in such a basis of division.

There is no reason why Old Colony should be charged
anything for the cost of selling or reserving Pullman ac-
commodations or long-distance tickets, inasmuch as
there are no such services over Old Colony lines. The
only charge properly to be made against Old Colony is
for the sale of local and commutation tickets, and at the
rate of 70 per cent of the total for New Haven and 50 per
cent of New Haven’s proportion for the Old Colony, this
cost would approximate $35,000. The difference be-
tween this figure and the $109,620 actually allocated to
Old Colony in 1947, namely, $74,620, should therefore
be credited to the Old Colony expenses.

The total of these for 1947, aside from costs related to
baggage and mail and ticket sales, which are dealt with
separately, was recorded as $730,508 (page 156) and
New Haven’s 70 per cent proportion of this amount is
divided between Old Colony and Boston & Providence on
the basis of the number of passengers using the station.
This basis is in error, as it takes no account of the differ-
ences in passenger requirements. Undoubtedly the long-
distance traveler uses the facilities of the station much
more than the commuter or short-distance passenger,
such facilities for instance as the expensive waiting room
(heating, etc.), the red-cap service, and others. The New
York City subway carries passengers on trips very similar
to the greater part of the Old Colony commuter service,
and in vastly greater numbers per day, and its passengers
are adequately accommodated with stations which are
nothing but a covered platform with a change booth.

Station Expenses.
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Moreover, a large part of the cost of the “station ex-
pense” is related to the four floors of offices upstairs which
the traveler never sees, and the occupants of which are
not concerned with the number of passengers. A large
part of these offices is occupied by the New Haven’s
Eastern Division management staff, who supervise both
freight and passenger operation of the Old Colony lines,
the Boston & Providence Railroad, and the (former)
New England Railroad (the Dorchester line), east of
Providence. They also supervise the extensive freight
yards of New Haven in Boston and services connected
therewith. The proportion of the cost of the upstairs
maintenance and operation properly chargeable to Old
Colony passenger service would be difficult to calculate,
but it should be very small; certainly a proportion of the
total expense based on number of passengers using the
station is unrealistic.

Moreover, the New Haven uses certain facilities of the
terminal in its night freight switching, and pays nothing
for use of these facilities. While the Terminal Company
is under little expense in connection with this switching,
and makes no charge to New Haven in respect of it,
nevertheless, there is a distinct and money value in this
to the New Haven, and some recognition of it should be
made.

I suggest that the $511,356 New Haven proportion of
this station expense be allocated, 10 per cent, or $51,135,
to the New Haven for its freight and other operations
conducted from or supervised in South Station, and the
balance of $460,221 divided, 40 per cent to Old Colony
and 60 per cent to Boston & Providence. This 40-60
split would be in line with most of the divisions shown on
page 157. The amount of the Old Colony proportion
would thus be reduced to $184,088, and the difference
between this figure and the amount actually allocated
to Old Colony for 1947 would be $96,363.
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No charge has ever been made by Boston Terminal
Company to the using railroads for account of the switch-
ing of freight cars which is done at night in South Station.

Less switching is done through South Station now than
formerly. Before the war the number of cars switched
per annum averaged about 64,000; in 1947 it amounted to
a total of 41,207. The movements in detail were as follows:

Number of Freight Cars Switched in Sozith Station, 19If
Transfers. Cars.

Boston & Albany to New Haven Railroad .... 14,559
New Haven Railroad to Boston & Albany .... 13,963
Boston & Albany to Union Freight Railroad , 976
Union Freight Railroad to Boston <fe Albany

.... 1,020
Roxbury yard to South Boston yard 5,121
South Boston yard to Roxbury yard 4,601
New Haven Railroad to Union Freight Railroad . 311
Union Freight Railroad to New Haven Railroad . . 656

Total 41,207

The reduction in number of cars switched through
South Station is due to diversion to other interchange
points such as Framingham, etc., which was effected
during World War 11. Most of the switching now done
through South Station is for interchange with the Boston
& Albany. Interchange with the Boston & Maine is
carried on between the New Haven’s South Boston
yard and Union Freight Railroad over the Northern
Avenue bridge over Fort Point Channel. An exception
is the 311 cars shown in the table as from New Haven to
Union Freight Railroad, which consists of one milk car per
day, which for some reason has always been interchanged
at South Station, plus 345 cars in 1947, so interchanged
while the Northern Avenue bridge was closed.

Switching operations are conducted between midnight
and 7 a.m., every night as follows; strings of freight cars,
loaded or empty, are brought to the station by the New
Haven, Boston & Albany, and Union Freight Railroad,
and are backed into one or other of the station tracks.
The engine wdiich brings them in then leaves, and an eu-

Switching at Night.
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gine of the receiving road then takes them out. The
Terminal Company performs no service for these cars
other than the control of their movement through the
towers and the throwing of the switches. The Terminal
Company makes no charge to any one for this service.

The Terminal employees who perform the control and
switching service compose the so-called third shift, which
is on duty from 11 p.m. to 7 a.m. During that period
passenger train arrivals at South Station are 24 in num-
ber, departures 31, or a total of 55, and these trains arrive
or depart at all hours of the late night and early morning.
At an average of 6 cars per train (estimated) this would
mean 330 passenger cars per night. For all of these
trains switching has to be done, especially for the mail
and express cars. The number of freight cars switched
per night averages 113.

The uniform charge made by the railroads for switching
in the Boston Terminal area, including at South Station,
is $17.88 per car, which is paid by the shipper directly or
indirectly to the receiving road. Thus on a carload of
shoes from Brockton (Old Colony) to Sears Roebuck in
Brookline (Boston & Albany), the freight rate is the rate
to Boston plus $17.88. This car is switched through
South Station, hauled out with others by the Boston &

Albany, and after classification in the Boston & Albany
yards is delivered by that road in Brookline. The Boston
& Albany receives for this delivery the $17.88, and that is
all it receives. On interline long hauls, however, the
switching charge is absorbed by the line haul roads.

The Boston Terminal Company should make a charge
to the railroads for the use of the terminal for night
switching, and such charge could well be apportioned on
the basis of the number of cars using the station, the same
as maintenance of way and other costs for the terminal
are now apportioned by the New Haven Railroad as
between Boston & Providence and the Old Colony lines.
The number of passenger cars using the station in March,
1948, is shown on the next page.

The number of freight cars switched into and out of
the station every night in March, 1948, averaged 113,
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Passenger Trains and Cars in and out of South Station, Boston, March,
1948.

Trains. Cars.

Boston & Albany, in 1,421 8,606

Boston & Albany, out 1,462 8,767

New Haven Railroad via Back Bay, in ...
1,550 11,049

New Haven Railroad via Back Bay, out .... 1,556 11,309

New Haven Railroad via Atlantic, in ....
1,138 7,791

New Haven Railroad via Atlantic, out ....
1,085 7,616

Totals 8,216 55,138

Per day
.......... 265 1,778

making the total number of cars, freight and passenger,
1,891 per day. The freight cars are 6 per cent of this total.

The charges to be apportioned would be maintenance
of way and structures, maintenance of equipment and
operation of the yards. The amounts of the first two are
shown of page 157 of this report, and the amounts for
yard operation are shown on page 156 hereof, being
Accounts numbered 377, 379, 389 and 404. Further
amounts to be apportioned would be those for taxes,
bond interest, etc., which are shown on page 157. The
method of apportionment would be as shown in the
table below.

4pportionment of Certain 1947 Charges, Pro Forma.

Total | SUP"Cent Old Colonyto ?p~ r rwf Amount.
Freight. (Per Cent) -

Maintenance of way . $317.480 00 $19,049 00 32.4 $6,172 00
Maintenance of equipment . 83,458 00 5,007 00 38.4 1,923 00
Operation of yards and tracks . 144,364 00 8,661 00 27,8 2,308 00
Real estate taxes, 56.8 per cent 531,367 00 33,082 00 28.9 9,561 00

thereof.
Railroad retirement taxes, 21.3 33,860 00 2,032 00 28.8 485 00

per cent thereof.
Bond interest, 56.8 per cent 156,200 00 9,373 00 29.0 2,079 00

thereof.
Other interest .... 6,256 00 375 00 28.9 108 00
Registering bonds ... 100 00 600 31.0 186

Totals
.... $1,293,085 00 $77,584 00 - $22,637 86
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The real estate taxes and bond interest in the table
above are shown in total as 56.8 per cent of the total
amounts charged for 1947, the bond interest being taken
at its adjusted total of $275,000. The 56.8 per cent is
calculated as follows: total assessment for taxes of the
Boston Terminal property is $17,000,000, building is
valued at $5,507,200, leaving value of land at $11,492,800.
The building occupies approximately 16 per cent of the
land area, indicating value of the yard and tracks at
$9,654,000. This figure is 56.8 per cent of the total
assessed value, and as the freight switching uses only the
yard and its tracks, etc., the proportion of taxes and bond
interest on the entire property should be 56.8 per cent
for the yard, tracks, etc.

Use of the March, 1948, car figures, and application
of them to the 1947 financial report, are theoretically
not quite accurate, but the average number of passenger
cars using the station per day in the year 1947 was very
close to the March, 1948, figures, and the number of
switched freight cars in 1947 averaged 113 per night,
exactly the same as in March, 1948.

The net benefit to the Old Colony lines shown by the
foregoing is $22,637.86 for the year 1947. This figure
should be taken as a credit to Old Colony against the
operating expenses of South Station for that year.

Real estate taxes in the city of Boston appeared in
the Boston Terminal Company's report for 1947 to the
Interstate Commerce Commission in total amount of
$790,500, but this did not appear in the monthly state-
ments from the Terminal Company to the New Haven
and the Boston & Albany, inasmuch as the tax bills
are sent directly by the city to these railroads. The
New Haven charges the Old Colony 41.2 per cent of the
New’ Haven proportion. Other taxes are charged against
the railroads in the Terminal Company’s monthly state-
ments to them (see page 157), and the New’ Haven’s

Taxes, Bond Interest, etc.
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proportion of them is charged 41.2 per cent against the
Old Colony.

Bond interest is shown by the Terminal Company’s
monthly statements to the railroads in the monthly
proportion of its old full amount of $536,240 per annum,
but the New Haven in its own accounting for 1947 re-
duced this to $470,930, a figure calculated at the old
rates for nine months, and the new per annum amount
of $275,000 for three months. No payments were made
by the New Haven in 1947 in respect of its proportion
of this interest. Pro forma the total amount of bond
interest of Boston Terminal for 1947 should be $275,000,
and the New Haven’s proportion of this, $192,500.
Allocation to Old Colony at the 41.4 per cent rate shown
on page 157 would be $79,695, and the difference between
this figure and the amount of $136,527, actually charged
to Old Colony in 1947, is $56,832, and should be credited
to the Old Colony.

Summarizing the foregoing, the amounts shown below
are the revenue deficiencies or excess charges in 1947
to Old Colony lines in connection with Old Colony’s
use of the South Station, Boston:
Deficiency in rental revenue
Ticket sale expense

.

329,600
74,620
96,363

Operating expense and other adjustments for freight
switching 22,638

Bond interest and adjustment 56,832

$280,053

This amount of $280,053 is applicable to Old Colony
lines passenger service, and to the passenger service on
the Boston group lines, and should be added to the excess
charges against Old Colony in 1947 shown elsewhere.

Summary.

Station expense
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Old Colony Railroad —Analysis of Costs and Charges,
1947.

Section II Assuming Continued Operation in
Part.

This section deals with the proposal actually made in
the letter dated February 20, 1948, from President
Palmer of the New Plaven Railroad to the Governor of
Massachusetts. The proposal contained in that letter
was actually not complete abandonment of passenger
service, but abandonment in part only. The proposal of
the New Haven was as follows:

The New Haven’s future policy must be governed accordingly,
nd therefore the interested parties should immediately plan to sub-

stitute other forms of transportation for the great hulk of the railroad
passenger service now operated over the former “Old Colony” lines.
The New Haven Directors regret that they have no choice but to
elect to discontinue on October 1, 1948, pursuant to the plan, all
passenger service over the so-called “Old Colony” lines. However,
the New Haven would he ivilling if requested to continue service between
Boston and Taunton to New Bedford via Mansfield, summer services
between Boston and the Cape via Mansfield and between New York
and the Cape (coming on to the former line of the Old Colony at Attle-
boro), and winter service of at least two round trips daily of gas-rail
car service between Hyannis and Taunton. Service furnished after
October 1, 1948, is to be at the request of the Commonwealth and
upon the understanding that it is without waiver of the right of the
New Haven to discontinue such service thereafter. (Italics ours.)

The foregoing unquestionably means that the New
Haven desires to continue the specific passenger services
mentioned, and it may be noted that those services, on
an accurate out-of-pocket basis, have been profitable.
Therefore the New Haven proposal should be considered
against the following:

as Reported.Passenger Servi
83,600,238Total Old Colony deficit

Less New Bedford and New York-Cape
Cod deficit 8539,858

Less via Atlantic south of Middlebor-
ough 391,782

931,640

Deficit from passenger services to be abandoned 12,668,598
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The services proposed are almost equal to those now in
operation south of Mansfield and Middleborough, except
that nothing is said about Fall River. But for such service
as proposed, no higher revenue per mile could be collected
than under present routines, while costs of maintenance
of way south of Mansfield and Middleborough could not
be reduced, maintenance of equipment would remain
approximately the same, but transportation costs might
be shaved a little. The service in winter between Hyannis
and Taunton would not, of course, be as satisfactory to
the traveling public. But in view of all the foregoing it
would be unrealistic to continue including, in the reported
deficit from passenger service on the Old Colony lines, the
deficits reported from the Mansfield-New Bedford line,
the New York-Cape Cod service, and the services hereto-
fore operated Middleborough-Cape Cod. The above
mentioned figure of $2,668,598 therefore is the deficit
which should be considered herein, inasmuch as that is the
deficit from the lines which the New Haven actually
proposes should be continued in freight operation only.

On pages 158, 159 and 160 of this report are shown,
by primary accounts, the various items of charges against
the Mansfield-Fall River-New Bedford and the New
York-Cape Cod services, in the same manner as they are
shown for the entire Old Colony system on pages 142
to 144 hereof. Deducting the amounts of the same items
in these services as are listed in section I hereof as costs
or charges which would continue if the respective pas-
senger services were discontinued and the lines operated
in freight service only, gives the proportion of the various
costs of charges applicable to the lines on which passenger
service is really proposed to be discontinued. (See pages
161 to 163.) Allowance must be made, however, for
the lines Middleborough-Buzzards Bay-Woods Hole-
Hyannis, and this has been done by deducting from the
total of the items mentioned above an amount represent-
ing the percentage which the passenger gross ton miles
south of Middleborough are of the total via Atlantic
passenger gross ton miles. The respective figures are
shown on page 113hereof, and the south of Middleborough
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percentage works out at 8.1 per cent. We then have the
net amounts, charged in 1947 to passenger service, which
the New Haven Railroad would, nevertheless, have con-
tinued to pay in 1947 if the Old Colony passenger-freight
lines other than those above mentioned had been operated
in freight service only. The amounts are as follows:
Maintenance of Way $311,268
Maintenance of equipment 203,277
Maintenance additional 151,240
Traffic expense 60,355
Transportation expense 355,687
Transportation additional 146,761
General expense 237,400
Taxes 249,805

Total $1,715,793
Less 8.1 per cent of above for south of Middleborough . 138,979

$1,576,814
For Boston Terminal 280,053

Net total $1,856,867

This amount of continuing cost, $1,856,867, when de-
ducted from the $2,668,598 deficit from passenger services
to be abandoned, leaves a net deficit of $811,731. This
is the amount relating to Boston group lines down to
Middleborough, plus the Stoughton-North Easton line,
which was charged to passenger services on those lines in
1947, but which would still have had to be paid by the
New Haven Railroad if the said lines had been in freight
service only.

If allowance had been made for elimination of passenger
service on the Myricks-Fall River line, in making the cal-
culations which resulted in the figures given above, the
amount of $811,731 might have been somewhat larger,
but data have not been available from which an appro-
priate adjustment for this could be calculated. On this
Fall River line on winter week days there are only two
round trips per week day fx-om Boston; on the Middle-
borough-Cape Cod line there are three round trips per
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week day. The New Haven, when the smoke clears
away, may decide to continue service on the Fall River
line by gas-rail car, similar to the proposed service be-
tween Taunton and Hyannis; even now- the Fall River
service is supplied by separate train necessitating change
of cars at Taunton. Failure to mention this line in the
Newr Haven letter of February 20, 1948, is not conclusive
that all passenger service on it is projected for abandon-
ment.

On the other hand, as shown by table on page 153, some
of the charges made against the New York-Cape Cod
sendee appear inadequate. From calculations made by
this writer, the charge of $23,259 against this service for
maintenance of way should be something like $39,000
for the lines south of Middleborough, plus a proportion
of maintenance of way cost on the 20.48 miles of line
Attleboro-Whittenden Junction-Cotley Junctiou-Middle-
borough. The check made of this item was done on the
basis of passenger gross ton miles for the services, respec-
tively, which is the method used by the New Haven in
its allocations, but this method is inaccurate in the cir-
cumstances. The long heavy fast trains plus locomotive
in the New York-Cape Cod Service require standards of
maintenance of way higher than those on some of the
lines over which the New Haven operates passenger and
freight service, and the fact that the New York-Cape
Cod service operates only three months out of the year
makes little difference in the cost of maintaining the
higher standards. It also makes little difference in the
determination of such standards whether only two heavy
fast passenger trains per day run over the lines or whether
ten such trains per day run over them. Obviously, the
allocation of maintenance of way costs on a gross ton
mile basis in this instance results in an undercharge to
the New York-Cape Cod. If the precise amount of this
undercharge had been determined, it would have in-
creased the deficit reported for the New York-Cape
Cod service, reducing by the same amount the $811,731
shown above. ( No check has been made of any other
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items of cost charged to this service, such as maintenance
of equipment, transportation, etc., but the apparent
undercharge for maintenance of way suggests that the
total undercharge might balance the overcharge created
by the Fall River omission.
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Old Colony Lines —■ Passenger Revenues and Expenses, 1947,
Via Atlantic.

Total ViaAccount
Number. Old Colony. Atlantic

Revenuei
102 Passenger $2,788,433 12 $2,464,516 64

3,001 58 2.644 00103 Excess baggage
106 Mail 137,262 00 114,376 87

81,943 58 52,298 81
88,360 98 77,184 72

107 Express
108 Other passenger train revenue
109 Milk 21,151 07 17,582 71

5,367 42 5,279 90
24,273 95

110 Switching
131 Dining and buffet
132 Hotels and restaurants 15.657 94 15,657 94
133 Station, train and boat privileges 22,832 13 19,656 51
134 Parcel rooms
136 Storage, baggage

204 20 118 96
663 06 328 42

138 Telegraph and telephone 1,190 92 1,061 18
142 Rent of buildings and other property
143 Miscellaneous ....

11,409 29 9,140 32
7,938 68 8,608 99

151 Jointfacility Cr. 1 313,465 60 313,465 60

$3,525,155 52 $3,101,921 47501 Railway Operating Revenue

Expenses.
Maintenance of way and structures . $889,981 97 $741,547 97
Maintenance of equipment 1,205,346 87 1,011,412 59
Traffic 67,624 94 60,138 14
Transportation 3,670,533 76 3,167,389 37
Miscellaneous ..... 59,543 29 27,228 44
General 282,382 51 240,886 38

531 Railway Operating Expenses $6,175,413 34 $5,248,602 89

Income.
Net Revenue from railway operations

532 Railway taxaccruals ....
$2,650,257 822 $2,146,681 42 2

528,733 60 449,271 99
2,653 45 55 31

418.593 72 418,593 72
Equipment rents, net debit

541 Joint facility net debit 1
Net Railway Operating Income* $3,600,238 592 $3,014,602 44*

“Via Atlantic” includes the Boston Group lines and main line south through Middle-
borough to Woods Hole and Hyannis,but not the New York-Cape Cod summer service which
comes to Old Colony lines via Attleboro. It does not include service to Fall River, New
Bedford or North Easton.

1 Items relate to South Station, Boston.
1 Deficit.
lOf which, North of Middleborough, $2,622,820.09; South of Middleborough, $391,782.35.

TABULATIONS AND SCHEDULES.

Exhibit F.
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Maintenance of Way and Other Accounts

A Total
Old Colony

ViaNumbe Atlantic,

Maintenance of Way and Sti :tu
Superinten $61,062 13 $50,876 56

63,429 31Roadway maintenance road2-R
2-Y

,582 67
Roadway maintenance yard 499 2,603 66

R Bridges, trestles, culverts roads . 33,643 05 21,945
208-T Bridges, trestles, culverts yard 2,688 80 2,685 37

11,449 51212-R Ties road 13,208 54
212-T Ties —yard 1,096 38 871 46
214-R Rails road 5,777 50 4,198 27

14-Y Rails yarc 239 82 1
13,130 04

1,502 32
216-R Other track material road . . 15,991 36
216-Y Other track material yard . 689
218-R Ballast road ..... 11,554 5,652 51
218-Y Ballast yard 98

220-R Track laying and surfacing road 181,863 39 145,823 59
Y Track laying and surfacing yard . 7,493 26 5,652 02

21-R Fences, snowsheds, signs road 11,712 86 9,703 52
Y Fences, snowsheds, signs yard . 19 60 19 60

Station and office buildings . . 62,401 80 47,617 60
d office buildings . 2,842 26 2,430

Roadway buildings
....

4,836 87 3,883 01
Water stations 7,009 91 6,150 491

Fuel stations 9,673 30 8,289

ops and engine houses shop . 9,301 77 7,778 7'
H :ngine houses engine . 28,005 65 22,826

Telegraph and telephone line
Signals and interlockers

10,949 85 8,884 04
52,224 93 73,005 93

Power plant
Power trans:

253 1,241 24 1,026
4,734 01:emi

Miscellaneous structures 2,617 12 2,489 16265

Roadway machines .... 10,917 09 8,810 41
14,420 44
44,432 38
20,408 00

271 Small tools and supplies . . . 17,945
Removing snow, ice and sand . . 50,515 69
Public improvements maintenance 28,719 31

Injuries to persons
....

20,715 33 16,919 14
Insurance 3,267 16 2,707 4,

Stationery and prir 1,483 90 1,227

Rher expensi 1,030 87 821 74
Maintaining joint tracks, yards and 102,897 89 102,897

other facility

Total $889,981 97 $741,547 9[

1 Credit.
All for South Station, Boston
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Maintenance of Way and Other Accounts Continued

Account Total Via
Number. Old Colony. Atlantic.

Maintenance of Equipment.
301 Superintendence .... $60,534 43 $50,521 65
302 Shop machinery 25,800 53 21,590 04
304-A Power plant machinery . . . 4,614 09 3,843 38

308-R Steam locomotive repairs road . 448,640 39 376,187 46
308-Y Steam locomotive repairs yard . 7,744 53 1,781 18
311 Other locomotives repairs . . 56,158 97 41,912 19

317 Passenger train cars —repairs . . 366,684 35 ‘ 314,983 52
326 Work equipment—repairs . 14,269 46 11,957 16
328 Miscellaneous equipment repairs . 10,969 58 9,096 02
329 Dismantling retired equipment 1,617 57 1,344 25

331-A Equipment depreciation . . 122,446 86 104,608 79
331-B Equipment depreciation . 28,458 71 20,299 94

332 Injuries to persons
....

16,871 83 14,189 92
333 Insurance 5,015 63 4,186 49
334 Stationery and printing . . 1,868 88 1,559 00
335 Other expenses 1,626 11 1,326 65
336 Joint maintenanceof equipment—Dr. 32,024 95 32,024 95

Total $1,205,346 87 $1,011,412 59

Traffic.
351-359 Superintendence, outside agencies,

advertising, traffic, associations,
stationery, etc $67,624 94 $60,138 14

Transportation Expense.
371 Superintendence .... $149,889 50 $129,355 38
372 Dispatching trains .... 18,470 59 14,962 19
373 Station employees .... 278,476 85 204,489 91
376 Station supplies and expenses . . 37,538 83 27,274 85

377 Yardrnasters and yard clerks . 40,160 48 32,008 00
378 Yard conductors and brakemen 138,541 02 124,736 74
379 Yard switch and signal tenders . 4,337 87 3,594 51
380 Yard enginemen

.... 5,080 18 1,574 56
381 Yard motormen 53,561 73 50,512 50

Yard switching fuel .... 15.260 61 10,197 64
Water for yard locomotives . . 283 95 218

386 Lubricants for yard locomotives . 1,523 78 1,312
387 Other supplies for yard locomotives . 689 56 633 35

388 Engine house expenses yard . 21,010 99 15,601 07
389 Yard supplies and expenses 1,593 31 1,153 31
390 Operating joint yards and terminals

~ Dr. l 526,802 10

1 All for South Station, Boat*
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Maintenance of Way and Other Accounts Concluded.

Total Via
Old Colony. Atlantic.

Account
Number.

Transportation Expense—Con.
Train enginemen $242,251 48

57,674 83
364,268 57

$284,128 56
72,131 26

422.209 45

392
Train motormen
Train fuel .

393
394

Water for train locomotives
Lubricants for train locomotives
Other supplies for train locomotives

15,376 85 13,604 68
8,683 56
3,097 73

397
10.722 24398
3,868 14399

132,095 18
605,954 95
233,427 14

107,265 85
530,806 52
197,863 79

Engine house expenses train
Trainmen ....

400
401

Train supplies and expenses402

113,436 20
348,371 04

95,231 96
288,116 30

404 Signal and interlocker operation
405 Crossing protectionCrossing protection

8,393 37
11,180 89

8,548 30
9,633 76

406 Drawbridge operation
407 Telegraph and telephone operation

26,337 85
6,080 36
8,159 53

30,509 46
7,068 38
9,461 60
1,104 22

2,808 61

Stationery and printing
Other expenses

410
411

Insurance414
871 34

2,269 26
Clearing wrecks416
Damage to property416

417
419

Damage to live stock on track
Loss and damage baggage
Injuries to persons420

Total

Miscellaneous.
Dining and buffet service
Hotels and restaurants

441
442

General Expenses.

451-460 General Office: Salaries and expenses
of general officers, general office
clerks and attendants, supplies and
expenses, law expenses, insurance,
pensions, stationery and printing,
etc.

General joint expenses Dr.461

Total

Grand total. Maintenance of Way and
Other Accounts ....
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Rate Increases and Wage Increases, 1947.

Passenger fare increases on the Old Colony lines, in-
cluding group lines during 1947, were as follows:

Coach fares are increased from 2.2 cents to 2.5 cents per mile on
interstate business effective April 17, and on intrastate business effec-
tive April 29.

Coach fares were further increased 15 per cent to 2.875 cents per
mile, on interstate business effective December 15, 1947, and on intra-
state to become effective January 21, 1948.

Commutation fares (intrastate business) were not
increased during 1947, but were increased to become
effective January 21, 1948, as follows:

On 12-ride tickets, 60-ride, thirty-day tickets, and 46-ride pupils’
tickets, 25 per cent. At the same time, a new 46-ride thirty-day
ticket was introduced, the cost of which was fixed at 15 per cent over
the old rate for the GO-ride ticket. Approximately two thirds of the
commuters on the Boston group lines into Boston have bought this
new 46-ride ticket.

On the basis of New Haven Railroad estimates released
under date of April 23, 1948, the above increases, if
effective for the full year 1947 instead of from the dates
shown, would have increased Old Colony passenger
revenues in 1947 by $491,917.

Wage increases in 1947 were as follows:
Non-operating unions 15.5 cents per hour effective September 1;

operating unions 15.5 cents per hour effective November 1, except
for engineers, firemen and switchmen who refused to accept this
increase; whatever increase is eventually awarded them is to be made
retroactive to November 1, 1947.

New Haven estimates released under the date of
April 23, 1948, state that these increases and related
pay-roll taxes, had they been effective for the full year
1947, would have decreased income for 1947 by 1414,834.
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Maintenance of Way Costs Old Colony Lines

Charges Directly assigned to Different Segments

Reduction
1947 194 G 1947 in 194734 '* p er Mile. from 1946

Mu

'Per Cent

14(a) Columbia Road-Braintree 591,079 $129 (390 $4,286(a) 29
17.62 Braintree-Greenbush 61,839 86,667 3,519 28
24.48(b) Braintree-Middleborough . 169,948 231,176 4.482(b) 26,

26.05 South Braintree-Plymouth 81,019 98,779 3,110 18.0uu uvum 01,Uiy VO,i/U O,IIU lO.U

23 North Abington-West Han- ( 3,729. 1,870 1,151 +99.4

20.00 Middieborough-Buzzards
Bav.

24.58 Buzzards Bay-Hyannis . 49,545 54,473 2,016
17.42 Buzzards Bay-Woods II

62.00

11.08(c) Mansfield-New Bi
11.91 Myricks-Fall Riv<
9.34 Attleboro-W

J

7.18 Cotley Junction-Middh
borough

3.88 Stoi

63
Freight Service O.

86.82 Fitchburg-Lowell-Ma:
Adamsdale Junction-N

ood, etc
1.86 Neponset-Milton
5.47 West Quincy Branch .

2.18 Braintree Highlands-Rj

d) North Easton-Whittenden 4,682 5,232 839(d) 10
Junction.

1.16 Easton-South Easton 1,420 2,194 1,224

1.71 Matfield-West Bridgewa re
.92 Westdale-East Bridgewater 2,333 1,568 1,215 +32
.43 Weir Junction-Dighton . 2,225 5,779 502 61

Fall River-Newport . . 54,896 65,132 3,000 15.
12.07 NewBedford (Nash Road

Watuppa.
14.97 Tremont-Fairhaven . 5,458 11,72

44.23 Yarmouth-P] 29,831
lundry Spur Tracks . . 1,234

231.93 ,091 $458,

Grand SI

lotes on next pag

The figures aboveare fordirectly assigned charges only, as show
they do not include charges allocated in the New Haven account:

divisional account

Pat
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Notes to Maintenance of Way Costs
The maintenance costs shown in the foregoing tabulation are the

total expenditures for the respective lines as charged in the divisional
accounts, not allocated between freight and passenger sendee, except
as to the lines in freight service exclusively.

Line mileages have been equated for multiple track as follows;

(a) Columbia Road Braintree comprises 4.12 miles of 4-track
line and 4.02 miles of 2-track line. Per mile rate calculated on
21.25 equated track miles.

(b) Braintree Middleborough comprises 16.80 miles of 2-track
line and 7.68 miles of 1-track line. Per mile rate calculated on
37.92 equated track miles.

(c) Mansfield New Bedford comprises 22.86 miles of 2-track line
and 8.22 miles of 1-track line. Per mile rate calculated on 49.37
equated track miles.
Other special conditions are as follows

(d) North Easton Whittenden Junction, total distance is 11.92
miles, but of this line the segment Easton-Raynham, 6.34 miles,
is not in serv ice and no maintenance work was done on it in 1947.
Per mile cost is therefore calculated on mileage of line actually
in service, 5.58.

(e) Maintenance costs on lines Attleboro-Whittenden Junction and
Cotley Junction Middleborough show extraordinary decrease
in 1947 from 1946, due to unusual high costs in 1946 for special
ballast and tie replacement programs. Maintenance costs in
1947 were less than they would have been if these replacement

programs had not been executed.

Sharp reductions in costs, 1947 against 1946, due to similar condi-
tions on lines Weir Junction-Dighton and New Bedford (Nash Road)
Watuppa. Line Tremont-Fair Haven was in process of abandonment.

Lines West Quincy Branch, East Bridgewater, West Bridgewater,
Randolph and Dighton branches have negligible traffic volume, and
speed of freight trains on these lines is limited to twenty miles per hour.

Indirect Charges made at New Haven, in the Divisional Accounts not
included in the Direct Charges, for Maintenance of Way.

(a) Boston Terminal Company $102,898
(b) Shop portion of Account 235, shops and engine houses 15,944
(c) Communication Department charges .... 22,886
(d) Injuries to Persons 39,806
(e) Account 275, Insurance 6,202
(f) Account 227, station and office buildings General

Office portion 5,227
(g) Power plant maintenance 2,908
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(h) Boston Terminal area, excluding South Station
Accounts 202-220, roadway and track

accounts $60,737
Account 227, station and office buildings 9,337
Account 249, signals and interlockers . 20,224
Account 257, power transmission systems 2,428
Account 272, removing snow, ice and sand 13,218
Accounts 221, 241, 265, 273, various struc-

ture accounts 4,857
$llO,BOl

(i) 40 per cent of Account 201, Superintendence . . 46,469

$352,331Total

Notes to Above Indirect Charc

Item (a) is the total Old Colony charge for maintenance of way at
South Station.

Item (b) is the Old Colony proportion of maintenance of shop
facilities, none of which are located on Old Colony lines, therefore
do not appear in the divisional accounts.

Items (c), (d) and (e) are expenditures handled at New Haven,
not by the division accountant.

Item (f) is the Old Colony proportion of maintenance of the General
Office buildings, none of which is located on Old Colonv lines.

Item (g) is the Old Colony proportion of maintenance of shop power
plants, none of which is situated on Old Colony lines.

Item (h) relates to the yards in the Boston Terminal area, namely,
South Boston, Dover and Southampton streets, and Massachusetts
Avenue. The amounts shown are the computed proportions charged
to Old Colony for use of these facilities.

Item (i) is 40 per cent of the amounts charged to Old Colony for
superintendence of maintenanceof way. The other 60 per cent of the
charges to this account is handled through the division accountant,
and allocated to the different segments of the lines as shown on page
142

Notes to Tabulation Freight Traffic per Month (Next
Page

These figures are compiled from the monthly freight abstracts of the
New Haven Railroad for the months of March and September, 1947,
added together and divided by two. On basis of a spot check of the
records, this method results in figures which represent a monthly
revenue freight traffic, average in volume and typical in distribution
for the year; distortion from seasonal or special bulges or sags is
eliminated.

Empty cars are not included, and no estimate is made of them for
the reason that under present conditions the empty is not always re-
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Freight Traffic per Month —Old Colony Lines.
Revenue Car Loads moving Over Principal Segments, 19-17

Loco- Inter- Inter- T , T .
motive line line Local Local
Runs Re- For- I l®- , F°r', Total

Equated, ceived. warded. ceive( J- warded.

Fitchburg-Framingham 120 715 232 53 52 1,172
Lowell-Framingham . 104 1,015 662 45 31 1,857
.Framingham-Walpole . 328 3,351 1,236 170 90 5,175
Walpole-Mansfield . 208 2,065 651 124 78 3,126

Norwood-Cedar ... 208 235 500 328 218 1,489

Cedar-Adamsdale Junction 208 187 347 288 177 1,207
Stoughton-Easton . . - 29 5 4 5 43

Mansfield-Taunton . 104 953 332 108 102 1,599

Attleboro-Taunton . . 308 2,094 745 211 378 3,736
Taunton-Myricks . . 224 2,116 642 160 293 3,435

Weir Junction-Dighton 120 85 40
Myricks-Fall River . 120 711 206 56 133 1,226

Myricks-New Bedford 104 1 504 411 104 173 2,296
154 40 16 25 555Fall River-Newport . 120

Nash Road-Watuppa . 120 355 150 12 30 667
Cotley Junction-Middle- 104 586 340 116 225 1,371

borough

Whittenden Junction-Rj
ham.

Boston-Braintree . . 448 3,907 018 203 432 3,610

Braintree-South Braintree . 448 964 211 148 256 2,027

Braintree-Greenbush . 120 406 210 17 73 826
SouthBraintree-Plymouth . 120 370 129 57 115 791
SouthBraintree-Bridgewa ter 260 578 82 91 153 1,164

Bridgewater-Middleborough 208 217 26 39 134 624
Middleborough-Bu/./ards 260 337 286 77 171 1,131

Bay

Buzzards Bay-Woods Hole . 104 87 32 8 7 238
Buzzards Bay-Hyannis 104 210 34 62 83 493
Yarmouth-Provincetown 52 70 17 5 68 212

East Bridgewater Branch . } - 50 2 30 9 91
West Bridgewater Branch - 10 - 2 5 17
Randolph Branch . j 28 1 - 2 31

notes on tabulation, page 149.
h

turned to the foreign or other line by the same route over which it was
received as a loaded car; but on originating or terminating segments
the number of moving empties may be taken as the difference between

ears. Company freight is not in-the inbound and outbound loaded
eluded in the figures. The figures include only cars moving as car

arrying less-than-carload freight,loads, they do not include cars
averaged 27 per cent of the totalwhich on the New Haven System

revenue freight tonnage in 1947.
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Locomotive runs are as scheduled for regular runs in the New Haven
Railroad freight time-tables, equated to loaded cars on basis of round
trips, and each engine equal to two freight cars. This method makes no
allowances for extra freight trains, which on most of the lines are not
numerous enough to increase the figures much. Nor does it make any
allowance for separate movements of empty cars, but this is negligible
in as much as practically all empties move in trains of loaded cars.
For some of the short branches no engine movement is shown, in as
much as there are no scheduled freight trains on these branches and
the car movement is small and irregular.

The movement of engines is in practically all cases from one end of
the segment to the other, but the car movement is not always the same,
loaded oars being dropped or picked up within the segment.

In view of the foregoing, the figures in the Total column do not show
precise freight traffic density, but they do show with a high degree of
accuracy the relative freight traffic densities of the different segments.
These figures therefore should be taken as approximate only. But the
method in compilation and calculation used is the most practicable
available in the existing circumstances.

Maintenance op Way Old Colony Passenger Lines, 1947
Estimates of Costs ifLines were in Freight Service only.

Freight Freight ! A , ,

Milea*e - Estimate TotTal Ch-ge,
Per Mile. Estimated. 1947>

Columbia Road-Braintree . . 21.25(a) $3,000 $63,750 $91,079
Braintree-Greenbush . . . 17.62 1,200 22,644 61,839
Braintree-Middleborough . . 37.92(b) 2,000 75,840 169,948
South Braintree-Plymouth , 26.06 1,200 31,260 81,019
North Abington-West Hanover . 3.23 1,000 3,230 3,729

Totals -
- $196,624 $407,614

Middieborough-BuzzardsBay . 20.00 $2,000 $40,000 $96,481
Buzzards Bay-Hyannis . . 24.58 1,200 29,496 49,545
Buzzards Bay-Woods Hole . . 17.42 1,200 20,904 34,133

Totals - - $90,400 $180,169

Mansfield-New Bedford . . 49.37(c) $3,000 $148,110 $256,436
Myricks-Fall River . , 11.91 2,000 23,820 46,429
Attleboro-Whittenden Junction . 9.34 3,000 28,020 50,886
Cotley Junction-Middleborough , 7.18 2,000 14,360 23,252
Stoughton-North Easton . 3.88 1,000 3,880 4,705

To,a,s -
- $218,190 $381,698

Grand total .... -
- $505,214 $969,471
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The estimated costs per mile for maintenance of way if therespective
line had been operated in freight service only are based on the main-
tenance costs as reported for lines which actually were in freight serv-
ice only in 1947, consideration being given in each case to traffic volume
and permitted speed of freight trains on the respective lines. Route
mileages have been equated for multiple tracks as follows:

(a) Columbia Road Braintree comprises 4.12 miles of 4-track
line and 4.02 miles of 2-track lines. Per mile calculated on 21.25
equated on 21.25 equated track miles.

(b) Braintree Middleborough comprises 16.80miles of 2-track line
and 7.68 miles of 1-track line. Per mile calculated on 37.92
equated track miles.

(c) Mansfield New Bedford comprises 22.86 miles of 2-track line
and 8.22 miles of 1-track line. Per mile rate calculated on 49.37
equated track miles.
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Exhibit G.

Boston Terminal Company, 1947

Revenue and. Expenses.

New Old PerCent
Haven Colony of

Passenger. Propor- Proper- New
tion. tion. Haven.

Account
Number,

Railway Operating Revenues .

$417,712133 Station, train and boat privileges
134 Parcel room . 41,014

13,973
34,080

136 Storage baggage
141 Power .

184,771
139,945

142 Rents of buildings, etc
Miscella

Total incidental operating
$831,945 $570,746 $313,465 54.92

Railway Expenses
$435,161 $222,236 $102,897 46Maintenance of

91,363 58,421 32,025 54Maintenance of way equipment
T ransportation;

$1,350,004

and expeni
Yardmastersam

yard clerks
Yard switch and

signal tenders . 34,176
404 Signal and inter-

Station employ

Station suppl

The figures of revenues and expenses in the tabulation above are as
reported by the Boston Terminal Company to the Interstate Com-
merce Commission. As entered in the records of the New York, New

Total railway operat:
penses
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Haven & Hartford Railroad, however, certain modifications are made
in these figures. Total operating revenue is shown by the New Haven
at §815,352; maintenance of way expenditures at §317,480; mainte-
nance of equipment at 183,458. The differences are accounted by New
Haven’s exclusion of certain non-cash items, chiefly depreciation.

The columns showing distribution of the revenues and expenses, to
New Haven and to Old Colony, with percentages of Old Colony to the
New Haven proportion, are as calculated and shown in the New Haven
accounts.
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Boston Terminal Company - South Station, 1947.

Account 390, Operating Joint Yards and Terminals.

Boston
Account Sub- t, . i New Old &

No, Total. 1 ‘ Haven. Colony. Provi-
dence.

Baggage and mail . - 1576.057(a) $403,240 $78,467 $324,782

Ticket sales .

- 380.306(b) 266,214 109,620 156,694

373 Station employees . $465,069 - - -

376 Station supplies, etc. 85,726 - -

445 Electric power . 179,713 730.508(c) 511,356 280,451 230,904

377 Yardmasters and
clerks . 21,855 - -

379 Yard switch and sig-
nalmen. 34,176 -

-

389 Yard suppliesand ex-
penses . . 987 - -

-

404 Signal andinterlocker
operation . 87,345 144.364(e) 101,055 40,643 60,412

371 Superintendence . 10,447 - -

410 Stationery and print-
ing . 12,654 - -

411 Other expenses 954 - -

414 Insurance . 396 - - -

419 Loss and damage
baggage . . 7,677 - -

420 Injuries to persons . 31,402 63.530(f) 44,471 17,630 26,841

Totals . . $1,894,765 $1,326,335 $526,802 $799,533

Percentages of New
Haven proportion . 100.0% 39.3% 60.4%

Basis of distribution;
New Haven proportion is uniformly 70 per cent of the total.
Division of New Haven proportion as between Old Colony and

Boston & Providence is on basis of:
(a) Number of pieces handled.
(b) Number of tickets sold.
(c) Number of passengers using statior
(e) Number of cars using station.
(f) Prorated on totals of expenses (a), (b), (c) and (e)
The items and their sub-total and total amounts are as supplied

by the Boston Terminal Company. The percentage applicable to
the New Haven in every case is 70 per cent. The distribution of the
New Haven proportion between Old Colony and Boston & Provi-
dence is as indicated above and as more fully explained in the accom-
panying text.
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Exhibit H.

Old Colony Passenger Service Operating Expenses, 1947
New Bedford, Neiv York-Cape Cod Service.

New Bedford N YorkAccount 1 and
No. Fall River ?

Service. Serv,ce -

Maintenance of Way and Structures.
201 Superintendence .... $8,277 44 $1,580 47
202-R Roadway maintenance . 9,222 11 2,907 68
202-Y Roadway maintenance 896 06
208-R Bridges, trestlesand culverts 10,163 05 1,530 63
208-Y Bridges, trestles and culverts 3 43
212-R Ties 1,345 41 455 87
212-Y Ties 224 92
214-R Rails 1,432 61 116 62
214-Y Rails 513 11»
216-R Other track material , 2,380 61 463 39
216-Y Other track material . . . 813 07 1
218-R Ballast 5,713 91 188 30
218-Y Ballast 3 16
220-R Track laying and surfacing . . 27,999 01 7,690 38
220- Track laying and surfacing . 1,841 24
221- Fences, snow sheds and signs 1,713 26 200 79
227-Other Station and office buildings . 13,085 37 1,187 80
227-G. O. Station and office buildings . 330 10 57 98
229 Roadway buildings . 792 24 135 25
231 Waterstations .... 825 10 33 99
233 Fuel stations .... 1,200 79 113 47
235 Shops 1,274 52 227 41
235 Engine houses ....

4,421 88 615 21
247 Telegraph and telephone 1,504 08 279 61
249 Signals and interlockers . 6,670 29 2,345 77
253 Power plants .... 168 29 43 88
257 Power transmissionsystems 30 83 2 79
265 Miscellaneous structures 119 94 8 02
269 Roadway machines 1,719 16 325-07
271 Small tools and supplies . 2,880 78 541 45
272 Removing snow, ice and sand . 5,344 16 72 63
273 Public improvements mainte-

nance ..... 6,258 60 1.217 52
274 Injuries to persons . . 3,019 82 694 01
275 Insurance ..... 447 93 94 83
276 Stationery and printing .

. 208 23 40 81
277 Other expenses

.... 146 73 57 75

Total maintenance of wayand
structures .... $120,338 88 $23,259 38

1 Credit.
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Old Colony Passenger Service Operating Expenses, 1947
Continued.

New Bedford, New York-Cape Cod Service Continued

N ow Bedforf ; Nbw York
Fall River 3 S d Cape

Service. Service.
Account

No.

Maintenance of Equips
3QI I Superintendence
302 | Shopmachinery

$8,285 62 51,591 60
549 41 602 45

104-A Power plant machinery shop
129 92
164 65

pow

308-R Steam locomotives repairs
308-Y Steam locomotives repairs

285

311 1 Other locomotives repairs
317 | Passenger train cars repair;

6,296 13
19,120 36
1,898 42

7,950 65
10,655 38

Work equipment repairs 55
Miscellaneous equipment n

Dismantling retired equipm 54

331-A Equipment depreciation .

331-B i Equipment depreciation in lii
4,557 14 48

•f•u
,754 58 4,371 28amortization

In juries to perso 2,343 22 299 51
33 j Insurance 687 01 130 88

334 j Stationery and printi 14
16 78 79 19Other expens«

Total maintenance of equi;
ment .... $158,641 32 $32,540 46

Railway Tax
Pay roll $38,544 94 $9,308 77

21,943 84 5,299 53Other

Total railway tax $60,488 78 $14,608 30

Passenger train miles 28,627



1 Credit.
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Old Colony Passenger Service Operating Expenses, 1947
Continued.

Total Deduct Raio nr.„Old Colony. 3plus 4.' Balance.Account
No.

Maintenance oj Way and Striae-
lures.

$9,858 00 $51,204 00Superintendence $61,062 13201
Bridges, trestles, culverts208-R

11,694 00 21.949 00roads 33,643 05
Bridges, trestles, culverts208-T

3 00 2,686 00
1,914 00 9,799 00

20 00

yards 2,688 80
Fences, snowsheds,signs roads 11,712 86221-R

221-Y221-Y Fences, snowsheds, signs— yards 19 60 - 20 00
227-G. O. Station and office buildings

General Office 2,842 26 388 00 2,454 00
231 Water stations

.... 7,009 91 859 00 6,150 00
233 Fuel stations

...
9,673 30 1,314 00 8,359 00

235 Shop Shopsand enginehouses shop 9,301 77 1,502 00 7,800 00
235 E. H. Shops and engine houses en-

gine 28,005 65 5,037 00 22,969 00
247 Telegraph and telephone lines . 10,949 85 1,784 00 9,166 00
249 Signals and interlockers 82,224 93 9,016 00 73,209 00
253 Power plants ....

1,241 24 212 00 1,029 00
257 Power transmission systems 4,767 63 33 00 4,735 00
269 Roadway machines . 10.917 09 2,044 00 8.873 00
271 Small tools and supplies . 17,945 98 3,422 00 14,524 00
272 Removing snow, ice and sand . 50,515 69 5,417 00 45,099 00
273 Public improvements main-

tenance 28,719 31 7,476 00 21,243 00

$311,268 00

Maintenance of Equipment.
301 Superintendence $60,534 43 $9,877 00 $50,657 00
302 Shop machinery 25,800 53 4,152 00 21,648 00
304-A Power plant machinery 4,614 09 760 00 3,854 00
308-Y Steamlocomotive repairs yard 7,744 53 5,963 00 1,781 00
331-A Equipment depreciation 122,446 86 17,413 00 105,034 00
331-B Equipment depreciation 28,458 71 8,156 00 20,303 00

$203,277 00

MaintenanceofEquipment Addi-
tional.

308-R Steamlocomotive repairs road $448,640 39 $72,453 00 $376,187 00
311 Other locomotives repairs 56,158 97 14,247 00 41,915 00
317 Passenger train cars repairs . 366,684 35 49,775 00 316,909 00
326 Work equipment repairs 14,269 14 2,232 00 12,037 00
328 Miscellaneous equipment re-

pairs 10,969 58 1,817 00 9,152 00

$756,200 00

20 per cent thereof (see text)* . - - $151,240 00

1 See note 1, page 163.
1 See note 2, page 163.

Adjustment of Certain Costs and Charges.
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Old Colony Passenger Service Operating Expenses, 1947
Concluded.

Adjustment of Certain Costs and Charges Concluded.

Total Deduct BalanceOld Colony. 3 plus 4.i valance.Account
No.

'(ifflC.
uperintendence, outside agen-
cies, advertising, traffic asso-

624 94 $7,270 00 $60,3;ciations, stationery, etc

Ex
371 Superintendence . . $149,889 50 $18,860 00 $131,029 00
372 Dispatching trains . . 18,470 59 3,032 00 15,438 00

;nal and interlocker operation 113,436 20 17,823 00 95,613 00404
Crossing protection (see Note) 348,371 04 47,199 00 95,974 00405

406 Drawbridge operation , 8,393 37 - 8,393 00

407 Telegraph and telephone opera-
11,180 89 1,941 00 9,240 0tion

$355,687
Ex

tional.
373 Station employees . . • $278,476 85 $71,397 00 $207,080 00
376 Station supplies and expenses . 37,538 83 9,797 00 27,742 00
377 Yardmasters and yard clerks . 40,160 48 8,152 00 32,008 00
378 Yard conductors and brakemen 138,541 02 13,804 00 124,737 00
379 Yard switch and signal tenders . 4,337 87 743 00 3,595 00
380 Yard enginemen . . 5,080 18 3,506 00 1,574 00

53,561 73 3,049 00 50,512 00Yard motormen381
15,260 61 5,063 00 10.199 00Yard switching fuel382

385 Water for yard locomotives 283 95 65 00 219 00

386 Lubricants for yard locomotives 1,523 78 211 00 1,313 00
387 Other supplies for yard locomo-

tives 689 56 56 00 634 00
388 Engine house expenses yard 21,010 99 5,410 00 15,601 00
389 Yard supplies and expenses 1,593 31 440 00 1,153 00
400 Engine house expenses train 132,095 18 21,416 00 110,679 00

$587,046 00

$146,761 0025 per cent thereof (see text)

General Exp
$276,613 56 $39,214 00 $237,400 00General Office expense451-460

Railway Tax Acer
Pay roll $336,922 00 $47,853 00 $85,236 00

191,812 00 27,243 00 164,669 00

$249,805 00
Other

1 See note 1, page 163.
2 See note 3, page 163.
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1. The heading 3 plus 4 on the second column indicates the total of
the continuing charges for Mansfield New Bedford and New York-
Cape Cod in the respective accounts shown on pages 158 to 160 hereof.

2. Maintenance of equipment additional; the 20 per cent calcu-
lation corresponds to the 20 per cent shown and explained on pages
119 and 120 hereof.

3. Transportation expense additional: the 25 per cent calculation
corresponds to the 25 per cent shown and explained on pages 122
and 123 hereof.

Notes
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An Act providing for the purchase by the common-
wealth OF the property of the boston terminal

COMPANY IN THE CITY OF BOSTON, AND THE CONTROL,

LEASING AND USE OF SAID PROPERTY, CONDITIONED

UPON THE ASSURANCE OF PASSENGER SERVICE IN THE

SO CALLED OLD COLONY AREA OF THE NEW YORK, NEW

HAVEN AND HARTFORD RAILROAD COMPANY.

1 Whereas, The deferred operation of this act would
2 tend to defeat its purpose, which in part is to assure
3 without delay the continuation of certain railroad
4 transportation service, therefore it is hereby declared
5 to be an emergency law, necessary for the immediate
6 preservation of the public convenience.

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

1 Section 1. The Port of Boston Authority, herein-
-2 after called the Authority, is hereby authorized and
3 directed to purchase, in the name and in behalf of the

PROPOSED LEGISLATION.

Appendix A.

Cljc Commontoealt!) of e^assacfuisetts

In the Year One Thousand Nine Hundred and Forty-Nine.
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4 commonwealth, the property in the city of Boston
5 of The Boston Terminal Company for not in excess
6 of dollars; provided, that said pur-
-7 chase shall not be made unless and until the depart-
-8 ment of public utilities shall have certified to the
9 Authority that the New York, New Haven and Hart-

-10 ford Railroad Company has made a firm undertaking
11 to provide passenger service in the Old Colony area
12 subject to such orders as said department may make
13 from time to time, nor unless and until there shall
14 have been filed with the Authority and the department
15 of public utilities a certificate of the trustee under
16 the outstanding bonds of The Boston Terminal
17 Company that the claims under the bonds have been
18 settled by voluntary action or provided for in a plan
19 which has been approved by the Interstate Com-

-20 merce Commission and the federal court so far as
21 required by law, subject only to the consummation
22 of the purchase by the commonwealth, nor unless
23 at the time of such purchase, said New York, New
24 Haven and Hartford Railroad Company and the
25 New York Central Railroad Company and the Boston
26 and Albany Railroad Company shall, as lessees,
27 lease from the Authority for the full term of all the
28 bonds issued as hereinafter provided, the entire
29 property purchased, except such office space as is not
30 required by the railroads for their use as determined
31 by the Authority, at a rental sufficient at least to
32 pay the principal and interest in full, when currently
33 due, of all bonds issued, and all expenses incurred
34 by the Authority, in respect to the property so leased.
35 The provisions of such lease shall be such as to provide
36 for the maintenance of the property by the lessees
37 in good condition during its term, and shall provide
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38 also that, if and so long as The Boston and Providence
39 Railroad Corporation shall be an independent carrier,
40 said corporation may use said property on payment
41 to the lessees of a fair share of the rent as determined
42 by the parties at interest, or as determined by the
43 department of public utilities, if said parties do not
44 agree thereon. The lease shall provide also that, in
45 the event of nonpayment of the rent, the common-
-46 wealth may take possession of the property, and shall
47 include such other provisions as are approved by the
48 Authority.

1 Section 2. The New York, New Haven and
2 Hartford Railroad Company, the Boston and Albany
3 Railroad Company and the New York Central Rail-
-4 road Company, and, to the extent provided by section
5 one of this act, the Boston and Providence Railroad
6 Corporation, and their respective successors and
7 assigns and the lessees of any of them, as from time
8 to time existing, shall operate and use the property
9 leased as herein provided and its facilities for all

10 their terminal operations in Boston during the full
11 term of the lease, and thereafter shall operate and
12 use the same subject to orders of the department of
13 public utilities, and subject to the payment of reason-
-14 able rent to the commonwealth as determined by
15 said department. Compliance with the provisions
16 of this act shall in all respects be a condition of the
17 continuing charter rights in the commonwealth of the
18 several railroads named herein.

1 Section 3. All rentals under the leases made
2 under authority of this act shall be collected by the
3 Authority and paid into the state treasury and
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4 credited to a separate fund which shall be established
5 and set up on the books of the commonwealth and
6 be known as the South Station Terminal Fund.

1 Section 4. The Authority may make such im-
-2 provements of the property acquired by the comraon-
-3 wealth hereunder as may be necessary for the use
4 thereof by the lessees and by the commonwealth
5 as provided by this act.

1 Section 5. The Authority shall have charge of
2 the care and operation of so much of the property
3 purchased under authority of this act as is not leased
4 to the railroads referred to therein, and shall make
5 available to the state superintendent of public build-
-6 ings, for assignment by him to agencies of the common-
-7 wealth, all rooms and space in the property under its
8 charge as aforesaid.

1 Section 6. To meet the expenditures necessary
2 in carrying out the provisions of this act, the state
3 treasurer shall, upon request of the Authority and
4 with the approval of the governor and council, issue
5 and sell at public or private sale bonds of the common-
-6 wealth, registered or with interest coupons attached,
7 as he may deem best, to an amount to be specified
8 by the Authority, with like approval, from time to
9 time, but not exceeding, in the aggregate, the sum of

10 dollars. All bonds issued by the
11 commonwealth as aforesaid shall be designated on
12 their face, South Station Terminal Loan, Act of
13 1949, and shall be on the serial payment plan for
14 such maximum term of years as the governor may
15 recommend to the general court pursuant to section
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$

16 3 of Article LXII of the Amendments to the Consti-
-17 tution of the commonwealth, the maturities thereof
18 to be so arranged that the amounts payable in the
19 several years other than the final year shall be as
20 nearly equal as in the opinion of the state treasurer
21 it is practicable to make them. Said bonds shall
22 bear interest semi-annually at such rate as the state
23 treasurer, with the approval of the governor, shall
24 fix. All interest payments and payments on account
25 of principal on such of said bonds as are issued to
26 meet the purchase price of the property acquired
27 hereunder, and the cost of the improvements of the
28 property leased hereunder, shall be paid from the
29 South Station Terminal Fund; provided, that, not-
-30 withstanding the foregoing, such obligations shall be
31 general obligations of the commonwealth.

1 Section 7. Chapter five hundred and sixteen
2 of the acts of eighteen hundred and ninety-six, and
3 acts in amendment thereof and in addition thereto,
4 are hereby repealed.

1 Section 8. Section seven of this act shall not
2 take effect until the purchase of the property of The
3 Boston Terminal Company as provided by this act
4 shall have been effected.
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SERVICE IN THE AREAS SERVED BY THE OLD COLONY

DIVISION OF THE NEW YORK, NEW HAVEN AND HART-
FORD RAILROAD COMPANY, AND IN MARTHA’S VINEYARD

1 Resolved, That the unpaid special commission
2 established by chapter eleven of the resolves of
3 nineteen hundred and forty-eight and revived and
4 continued by chapter thirty-four of the resolves of
5 said year is hereby revived and continued for the
6 purpose of continuing its investigation relative to the
7 continuation of the transportation service in the areas
8 served by the Old Colony Division of the New York,
9 New Haven and Hartford Railroad Company, and

10 in Martha’s Vineyard and Nantucket. Said com-
il mission shall have all the powers and duties set forth
12 in said chapter eleven of the resolves of nineteen
13 hundred and forty-eight and in chapter fifty-four of
14 the resolves of said year. Said commission shall be
15 provided with quarters in the state house or else-
-16 where, may require by summons the attendance and

Resolve reviving and continuing the special com-
mission TO MAKE AN INVESTIGATION AND STUDY RELA-
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testimony of witnesses and the production of books
and papers, and may expend the unexpended balance
of the sum appropriated by Item 0224 of section two
of chapter six hundred and sixty-nine of the acts of
nineteen hundred and forty-eight, and in addition,
such sums as may hereafter be appropriated therefor.
Said commission may report from time to time and
shall make a final report to the general court of the
results of its investigation, and its recommendations,
if any, together with drafts of legislation necessary to
carry its recommendations into effect, by filing the
same with the clerk of the house of representatives
not later than the first Wednesday of December in
the current year, and shall at the same time file a
copy thereof with the governor.
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Ordered, That the time be extended to March first,
nineteen hundred and forty-nine, within which the
General Court will receive the final report of the special
commission established (under chapter eleven of the
Resolves of nineteen hundred and forty-eight and re-
vived and continued under chapters thirty-four and
fifty-four of the Resolves of nineteen hundred and forty-
eight) to make an investigation and study relative to the
continuance of the transportation service in the areas
served by the Old Colony Division of the New York,
New Haven and Hartford Railroad Company and in
Martha’s Vineyard and Nantucket.
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