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In Board of Gas and Electric Light Commissions!
Boston, March 1, 1916

To the Honorable Senate and House of Representatives in General Court
assembled.

At the legislative session of 1915 the following resolve was

adopted; —•
x rs 1,11 T> t'c-z-ai vve hf I9ln.Chapter 141, Resolves or 1915

Resolve providing for an Investigation op the Operation and

Effect of the “London Sliding Scale” System of adjusting

the Price of Gas and the Rate of Dividends as applied to the

Boston Consolidated Gas. Company.

Resolved, That the board of gas and electric light commissioners is

hereby directed to investigate the operation of the system of an automatic
and interdependent adjustment of the price of gas to consumers and the
rate of dividends to stockholders, known as the “London Sliding Scale’ ,

as applied to the Boston Consolidated Gas Company under the provisions
of chapter four hundred and twenty-two of the acts of the year nineteen

hundred and six, the conditions under which the system has been tried
and its effect upon the pub’ic interest, and to report to the general court

on or before the first day of February, nineteen hundred and sixteen, the
results of its investigation, with such recommendations, if any, as to the
continuance, terms and extension of the system as the board may deem
expedient. The board may incur, for the purpose of this resolve, such
reasonable expenses in excess of its regular appropriations as may be
authorized by the governor and council. Before incurring any expense

in excess of its regular appropriations, the board shall estimate its probable
amount and submit the estimate to the governor and council for their

approval; and no expense shall be incurred by the board in excess of its

regular appropriations beyond the amount so estimated and approved.
[Approved May 28, 1916.

Pursuant to this resolve the Board has made the investiga-

tion directed. In connection therewith it has held ten public

<£\)t €ommoniocaltl) of illassadjusetts.

REPORT.
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hearings. Due notice of these hearings was given in newspapers
published in all of the cities and towns in which the Boston
Consolidated Gas ( ompany, or any of the other gas companies
under the control of the Massachusetts Gas Companies, sup-
plies gas, and by mail to the mayors of every city and the
selectmen of all the towns in which gas companies are oper-
ating, to all gas companies, and to all other persons known to
be interested in the subject of the inquiry.

In addition to these hearings the Board conducted an in-
dependent investigation, employing for that purpose Charles
A. Lutz to examine and report upon the financial operations
of the company since its organization in 1905, and Alfred E.
Forstall upon certain questions relating to the capacities and
condition of the company’s generating works. To avoid any
disagreement as to the facts which the Board deemed of im-
portance, and to invite any explanations which the officials of
the company might think proper, these reports were submitted
to the company and subsequently considered at a public hear-
ing. It was stated in behalf of the company that they were
fair and based on the company’s books and results, and the
only questions raised were as to whether Mr. Forstall had not
underestimated the working capacities and operative condi-
tions of its old works. The facts so found have been employed
in the following report of the results of the Board’s investi-
gation.

For a clearer understanding of the report a preliminary
statement should be made of the reason for the inquiry, and
a brief account given of the adoption and terms of the so-called
“sliding scale” act of 1906 and of the system of supervision
and regulation for which, as respects the Boston company, it
was substituted but which still governs the public relations of
the other gas companies of the State.

Reason for the Inquire

The price of gas supplied by the Boston Consolidated Gas
Company is governed by the provisions of chapter 422 of the
Acts of the year 1906, entitled “An Act to promote the reduc-
tion of the price of gas in the city of Boston and its vicinity,”
commonly known as the sliding scale act, which is given in



HOUSE 31916.] No. 1925.

Appendix A. Its essential feature was the establishment of a
standard price of 90 cents and a standard dividend of 7 per
cent., with the provision that for every decrease of 1 cent in
price the company might increase its dividend during the fol-
lowing year one-fifth of 1 per cent. After its adoption on May
26, 1906, the company reduced its price on June 30, 1906,
from 90 to 85 cents, and on July 1, 1907, to SO cents, the
price ever since in force.

During the following years the “sliding scale’ act has not,
however, remained unchallenged. In 1914 a bill was sub-
mitted to the Legislature to reduce the price of gas in Boston
to 75 cents. The House asked the Attorney-General as to

whether or not the “sliding scale” act was a contract, and he
answered in substance, “No.” The bill was then defeated.
In the fall of 1914 a complaint by more than 20 customers of
the Boston company was filed with the Board under the claim
that the act codifying the gas and electric laws had repealed
the “sliding scale” act; but on Dec. 21,1914, it was dismissed
on the ground that the act had not been so repealed, and the
Board had no jurisdiction to hear the complaint on its merits.
During the session of 1915 several bills were offered relating to

the price of gas in Boston. Certain of them provided for a
uniform price throughout the city, and were offered in the
interests of Hyde Park, which is served by the Dedham and
Hyde Park company, a small company supplying Hyde Park
and Dedham and charging $1.05 net for its gas. Ihe others
related to the Boston company. Pending their consideration
by the committee, the Attorney-General was asked by the
House his opinion as to whether or not the sliding scale act
had been repealed, and he answered in substance, No.
Thereupon the public lighting committee reported House Bill
No. 147, amending the “sliding scale” act, to take effect July
1, 1916, by making the standard price 70 cents and the stand-
ard dividend “not over” 7 per cent. This bill was defeated.
The Governor then in a special message recommended that, in
view •of the probability of similar bills being offered to the
next General Court, the subject be meantime deliberately and
carefully studied, and upon this recommendation the resolve
directing this investigation was adopted.
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This act followed an investigation and report to the Legis-
lature of 1906 by a special committee created by chapter 101
of the Resolves of 1905, “to consider the automatic and inter-
dependent adjustment of the price of gas to consumers and the
rate of dividends to stockholders of gas companies, under what
is known as the London sliding scale, with special reference to
the expediency of applying that scale to the gas light com-
panies in the city of Boston and town of Brookline.” The
special committee consisted of the members of the Board of
Gas and Electric Light Commissioners and of two other per-
sons appointed by the Governor. Three of its members
visited England and made a study there of the “London
sliding scale,” so called. Other studies were made here by
other members of the committee, and a treatise upon the sub-
ject was prepared for the company by Nathan Matthews, Esq.
Special attention is called to the report of the committee, in-
asmuch as it gives a clear and exhaustive account of the
history and principles of the “sliding scale” for the regula-
tion of rates and of the Commonwealth’s policy to the same
end. A sufficient number of the reports are available for dis-
tribution among the members of the Legislature, and have been
left at the legislative document room for that purpose.

The majority of the committee, composed of the three
members of the Board, was unwilling to recommend the adop-
tion of the “sliding scale,” on the ground that to do so “cer-
tain fundamental principles, on which the present laws and
policy of the Commonwealth rest, must be abandoned.” The
minority concluded that it was expedient to apply the “sliding
scale” system “to the companies doing business in Boston and
Brookline, or at least to the Boston Consolidated Gas Com-
pany,” and recommended that, if the “sliding scale” was to
be applied to this company, the standard price be fixed at 90
cents (the price then prevailing, required by the act of con-
solidation), the standard dividend at 7 per cent, per annum
(the company was then paying 8 per cent.), and for every 5
cents’ reduction in price an increase in dividend of 1 per
cent.

The “Sliding Scale” Act.
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The Legislature embodied the
sliding scale” act, which went

Among other things it expressly
the general law authorizing the

views of the minority in the
into effect on May 26, 1906.
provided that the sections of
Board to reduce or raise the

price ot gas upon complaint should not thereafter apply to the
Boston company. It further provided that after the expira-
tion of ten years from June 30, 1906, the Board of Gas and
Electric Light Commissioners shall have authority upon the
petition of the company, or of the mayor of a city or selectmen
of a town in which the company is supplying gas, “to lower or
raise the standard price per thousand cubic feet to such ex-
tent as may justly be required by reason of greater or less bur-
dens which may be imposed upon the company, by reason of
improved methods in the art of manufacture, by reason of
changes in the prices of materials and labor, or by reason of
changes in other conditions affecting the general cost of the
manufacture or distribution of gas.” The act required the ac-
ceptance of the company and this provision was duly complied
with.

The reductions in the price of gas since its adoption have
already been stated. The company paid a dividend of 7 per
cent, for the year ending June 30, 1907. It increased its divi-
dend to 8 per cent, for the year beginning July 1, 1907, and to
9 per cent, for the year beginning July 1, 1908. It paid 9
per cent, for each year thereafter until July 1, 1913. During
the two following years it has paid 8 and 8| per cent., respec-
tively, although still entitled under the act to pay 9.

The London “sliding scale,” so called, and the history of its
development were fully described in the report of the special
committee of 1906, to which attention has already been urged.
Its essential characteristic is an automatic and interdependent
adjustment of the price of gas to consumers and the rate of
dividends to stockholders, whereby for every decrease or in-
crease in the price the stockholders are permitted an increase
or suffer a decrease in the rate of dividend. For its application
in any specific instance there must be established a base or
standard price of gas, a base or standard rate of dividend, and

“Sliding Scale” System of Regulation.
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the ratio upon which the increase or decrease in price shall
affect the rate of dividend. This system makes reductions in
price to the consumer depend solely upon the desire of the
stockholders for greater dividends. It rests upon the belief
that such desire will prove an effective stimulant to such
increased skill and efficiency in management as will make
lower prices probable. For its proper operation it is also evi-
dent that there must be no means of distributing profits save
through dividends, and it is equally important that the stock-
holders shall have no interest in the payment of dividends not
warranted by a sound business policy.

In England another essential feature of this system has been
the requirement that all additional capital stock shall be sold
at auction or by public tender, and a similar requirement was
included in the Boston act, although for reasons which will ap-
pear later in the report it has been inoperative here. The
premiums realized on stock so sold are applied exclusively to
capital expenditures, but are not recognized as a basis for the
distribution of earnings. Whatever may be said of such a re-
quirement in other systems of regulation, it seems essential to
public control based on the direct regulation of profits. Such
regulation must almost of necessity be expressed in a limitation
in the rate of dividend, and obviously if an actual increase in
the division of profits is possible without any increase in the
dividend rate, the value of the system is impaired. The auc-
tion clause enables a company to obtain necessary additions to
its capital at the lowest market rates, and thereby to keep the
number of shares issued at a minimum, with the result that the
dividend charge to be borne by the consumer, as expressed in
his price, may become relatively less even though the capital be
increased. Unless additional stock is to be offered to existing
stockholders at par or at less than its market value, the auc-
tion clause also operates to the benefit of the old stockholders,
who otherwise, under the “sliding scale,” might suffer a post-
ponement of an increase in their dividends. To be effective as
part of any scheme of public regulation, the auction clause
requirement assumes that in the absence of a change in funda-
mental conditions the continued payment of the established
dividend, if earned, will be permitted.
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Ihe value of this “sliding scale” system will naturally be
contrasted with the long-established and successful scheme of
regulation still applicable to the other gas companies of the
Commonwealth and the results under it. In the report of the
special committee in 1906 a careful statement was made of
the historical development of the legislation governing and con-
trolling gas companies, to which consideration is again urged for
a clearer understanding of the present problem, since no sub-
stantial change has occurred meantime. It is also desirable
to call attention here to certain characteristic features and
differences as compared with the “sliding scale.”

Throughout the legislation in which this general policy has
been expressed there have never been any specific limitations
either as to price or dividends. On the other hand, there has
been a definite and persistent purpose from the outset to limit
dividends in volume, if not in rate, and thereby to create a
status favorable to low prices and good service. This has been
accomplished chiefly through exercising control over the issue
of securities and by requiring publicity of corporate affairs. In
addition, there has been for over thirty years power in this
Board to order reductions of price upon complaint, and closely
related is the power in municipalities to engage in the business.
In such a system reliance is not placed on any one factor but
upon all. Even though the more drastic powers to reduce
prices or to apply public ownership may never be exercised,
their existence has unquestionably an important influence on
the results. On the other hand, as already noted, in the
“sliding scale” the most important of these factors, namely,
the power to reduce the price, is excluded. The price and
dividends are definitely fixed, and for reductions in price the
public must rely upon the self-interest of the stockholders.

Consolidation of the Boston Gas Companies

In order to grasp fully “the conditions under which the
sliding scale system has been tried,” the story of the various
attempts to control the gas business of Boston out of which
the Boston Consolidated Gas Company finally emerged, but
with entangling alliances which have seriously affected the
operation of the system, is of vital importance. It is set forth
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in considerable detail in the report of the special committee
in 1906, but should be briefly reviewed here.

In 1885 the Bay State Gas Company, promoted by J. Edward
Addicks, erected a water gas works at the Calf Pasture on
Dorchester Bay, and laid a main into the heart of the city, os-
tensibly with the purpose of competing with the other com-
panies engaged in its supply. Soon after, as a result of this
competition, he acquired control of the Boston, Roxbury and
South Boston companies as well, and the stocks of 'all four
companies were pledged as security for the bonds of the Bay
State Gas Company of New Jersey to the aggregate amount
of $10,000,000. Thereafter the generating works of the other
companies were closed, and the local Bay State company made
and sold to the other companies all of the gas furnished by
them to their customers, and in addition sold a small amount
of gas directly to such private customers as its mains reached.
For certain purposes they were operated and developed as one
concern, but maintained varying prices for their gas.

In 1893 the Brookline Gas Light Company, which had
theretofore supplied gas in Brookline and Brighton only, fell
into the control of H. H. Rogers, representing the Standard
Oil Company, and which was then engaged in a struggle for
the control of the gas business of Brooklyn, N. Y. As a
counter move in that larger fight the mains of the Brookline
company were extended into Roxbury and Boston, and sub-
sequently into Dorchester and South Boston, paralleling to a
considerable extent the existing mains of the other companies
and competing for their business. The effect of this competi-
tion was to bring Rogers into control of the Jamaica Plain and
Dorchester companies, and to force the price of gas supplied
by all the companies involved to $1 a thousand, the price
then prevailing in Boston by virtue of an order of this Board.
This competition ceased in 1896, and a contract was made
relative to the purchase of gas by the Boston from the Brook-
line company.

In this same year, during an ebb in the strife, the Massa-
chusetts Pipe Line Gas Company, promoted by Henry M.
Whitney, was granted a special charter to make and sell gas
but without specification or restriction as to locality. It had
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unusual powers relative to the construction and maintenance
of its mains and the purchase or lease of other plants. While
probably intended to compete with other companies in the
Boston field, especially in the sale of a cheap, unpurified, un-
enriched fuel gas, its business was in fact restricted to the sale
of gas to other companies. It built a holder and purifier in
Everett and laid mains to connect with the distribution systems
of the other companies. As a part of this same scheme, in
1897 an unincorporated voluntary association, known as the
New England Gas and Coke Company, was organized with a
nominal capital of $17,500,000. It acquired control of the Pipe
Line, Brookline, Dorchester and Jamaica Plain companies, and
pledged their stocks as security for the association’s bonds, of
which at least $14,000,000 were then issued. It also built a by-
product coke-oven process plant in Everett adjoining and con-
necting with the Pipe Line company’s purifiers and holder.
The association entered into a contract for the sale of gas to
the Pipe Line company, and the latter into contracts to resell
the same to the other gas companies of Boston.

But soon after the New England Gas and Coke Company
became financially embarrassed. A receivership followed, and
its place in relation to the gas supply of Boston was taken in
1902 by another voluntary association known as the Massa-
chusetts Gas Companies. At its organization this new associa-
tion acquired all of, or a controlling interest in, the securities of
the New England Gas and Coke Company, and of the Massa-
chusetts Pipe Line, Brookline, Dorchester and Jamaica Plain
gas companies, and issued therefor the certificates of its trustees
to the amount of 300,000 shares of the par value of $lOO each,
of which 150,000 were entitled to a preferential cumulative
dividend of 4 per cent, per annum and 150,000 were common.
The following year it acquired, through the foreclosure of the
Bay State bonds already mentioned, all of, or a controlling
interest in, the securities of the Bay State, Boston, Roxbury
and South Boston gas companies, and in connection therewith
the shares of the association were increased by the issue of
100,000 preferred and 100,000 common shares.

The abnormal conditions described, early led to severe public
criticism, and an attempt was made in 1899 and again in 1903
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to secure a consolidation of the companies involved as the only
practicable remedy. This resulted in the passage in 1903 of
chapter 417, entitled “An Act to provide for the consolidation
of certain gas companies in the city of Boston and vicinity.”
The act authorized all of the companies included in the two
groups already described, save the New England Gas and Coke
Company, namely, the Bay State, Boston, Brookline, Dor-
chester, Jamaica Plain, Massachusetts Pipe Line, Roxbury and
South Boston companies, to consolidate as the Boston Consol-
idated Gas Company. It further authorized the consolidated
company “for the purpose of acquiring the property, locations,
rights, licenses, powers, privileges and franchises of the several
corporations mentioned in section one, to issue such an amount
of capital stock as may be approved by the board of gas and
electric light commissioners as being equal at par to the fair
value of the plants and property of the several corporations, as
the same shall be determined by said board.” Valuations of
the property of the several companies were made, and public
hearings thereon and on a complaint brought by the mayor of
Boston for a reduction in price were held, but before a deter-
mination by the Board the Legislature passed in 1905 an act
(chapter 421) amending the 1903 act and authorizing the com-
pany to issue for the purposes above stated capital stock of the
par value of $15,124,600 and no more. A copy of the 1903
charter as amended in 1905 is given in Appendix B.

Under the charter so amended the consolidation of the com-
panies in question was consummated on June 15, 1905. The
amended charter in section 4 provided that “the purchase price
of the properties of each corporation and of such portion of
its stock as may be acquired shall be such suzn as the respective
corporations may agree to, but the aggregate of the purchase
prices paid therefor, after deducting therefrom the debts to
be assumed by the Boston Consolidated Gas Company, shall
not exceed the proceeds of the stock herein authorized, includ-
ing any premiums which may be paid in thereon. No stock
or bonds shall ever be issued for the indebtedness assumed as
above provided.” To effect the consolidation the incorporators
issued the authorized capital of 151,246 shares, of $lOO each,
for par and a premium of $58.80 in cash. With the amount



1916.] HOUSE — No. 192.5. 13

so obtained the plants and other assets of the companies con-
solidated were acquired for the sum of $24,015,622.14, sub-
stantially the figure at which they were appraised by the ex-
perts employed in the proceedings under the 1903 act. The
details of this transaction are set forth in Appendix C. The
consolidating companies were liquidated with the proceeds of
the sale of their respective properties, and subsequently dis-
solved. As the securities of the companies merged, with the
exception of certain minority interests, were owned by the
Massachusetts Gas Companies prior to the consolidation, the
amount which it was necessary for that association actually to
raise in cash to effect the consolidation was limited to such
debts of the companies merged as were due others and to the
sums paid to minority stockholders in liquidation, and was
approximately $1,430,000.

From this account of the consolidation it will be noted that,
while the legal ownership of the various gas properties involved
had been vested in the new corporation, no change had oc-
curred in the ownership of the stock, nor had the latter
reached the investing public, but, with the securities of the
New England Gas and Coke Company and in place of those
of the companies merged, formed the basis for the outstanding
§50,000,000 of Massachusetts Gas Companies. By the preserva-
tion of this relationship the new corporation was not permitted
an independent career, and no narrative of that career would be
complete without some knowledge of the activities of its
overlord, the Massachusetts Gas Companies, and of its as-
sociate, the New England Gas and Coke Company, and without
bearing in mind that both are unincorporated and not subject
to any public supervision or control. These activities will be
briefly mentioned before describing specifically the career of
the consolidated company under the “sliding scale.”

In the reorganization of this concern its bonds were retired,
and the securities of the other companies held, together with
its own shares, passed to the Massachusetts Gas Companies.
The only property left in its ownership was the ‘‘by-product
coke-oven” plant which the company had installed at Everett,

The New England Gas and Coke Company
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to which allusion has already been made. It is the only plant
of its kind in the State. While any technical description of
it seems unnecessary, its leading characteristics are perhaps
important, especially in contrast with other kinds of gas-
making plants. Such a plant differs from the ordinary coal
gas plant chiefly in the magnitude of its operations. The
ovens used in carbonizing the coal are so large that they will
each receive tons as compared with the few hundred pounds
of coal received by the ordinary gas retort. The yield of coke
is consequently much greater, and it is claimed that the coke
is adapted to a wider range of uses than gas house coke. The
yield of gas is perhaps greater per ton of coal, and the quality
of the tar and ammonia recovered, while not proportionately
greater, is claimed to be better. A portion of the gas pro-
duced may be used to heat the ovens, and the richer part of
the gas becomes available with little or no enrichment for
distribution and sale to gas consumers. But the amount of
gas so used is again dependent, as a matter of commercial
expediency, on the respective markets for coke and gas.

A water gas plant is most economical in point of investment
of any method of making gas for distribution, and it imposes
upon the management no problems distinct from the duty of
making and selling gas other than disposing of an inconsiderable
by-product in the form of water gas tar. A coal gas plant
involves a larger investment and imposes upon the manage-
ment a business problem not directly connected with making
and selling gas, but intimately related to its cost, in disposing
of the coke, tar and ammonia recovered. Where both processes
are combined in the same plant the water gas plant can utilize
a certain portion and perhaps all of the coke produced. But
a by-product coke-oven plant involves not only a much heavier
investment, but, if capable of producing all of the gas con-
sumed in a given territory, it would produce at the same time
a much larger amount of coke than could be sold in the same
territory, and tar and ammonia in like proportions. In other
words, it means a large manufacturing concern in which the
making and selling of gas is but a portion of its business, and
the proper marketing of its other products is of even greater
importance. It is also true that for profitable operation a
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market for both coke and gas is essential. As some indication
of the character of the business, it may be noted that the gross
earnings of The New England Gas and Coke C ompany for the
year ending June 30, 1915, are reported to have been $3,708,400,
of which but $936,306 were derived from the sale of gas to the
Boston company. Had this gas been sold directly to con-

sumers at the prevailing price of 80 cents, the Gas and Coke
company would not even then have derived as large an income

from its gas as from its other products.
By the time the works of the Gas and Coke company were

completed and the mains of the Pipe Line company laid in
1900, contracts were made for the sale of all gas produced and

not needed in manufacturing operations to the Pipe Line com-

pany, and through that company to all of the companies sub-
sequently merged in the consolidation. Ihe gas delivered to

the Pipe Line company was not required to exceed 12 candle-
power and was not purified. It was sold for 14 cents a thou-

sand cubic feet. It was then purified and enriched when neces-
sary and distributed and sold by the Pipe Line company to
the purchasing companies at prices of 25 and 30 cents a thou-

sand. In addition, the Pipe Line company sold gas to the
Charlestown, Chelsea, Dedham and Hyde Park and Everett
gas companies. This was the situation existing at the time of

the consolidation.
The opportunity offered by the common ownership of the

Gas and Coke and the merging companies for obtaining profits
on the gas sold to the public, not expressed in the dividends of
the Consolidated company, was recognized by the Legislature
in section 6 of the charter of the Boston Consolidated Gas

Company, providing in substance that no contract should be
made for the purchase of any gas by the latter company until

the board of gas and electric light commissioners have found
after public hearing that the price to be paid for the gas to be

purchased is less than it would cost said Boston Consolidated
Gas Company to make its gas in gas works of standard type

properly equipped, suitably situated and of sufficient capacity
to make all the gas required by the whole district supplied by
said company.” It was further provided in section 8 that the

Board might, if it deemed such action demanded in the public
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interest, "require said Boston Consolidated Gas Company to
provide, either by the repair or reconstruction of existing
works, or by the construction of new works, works for the
manufacture of gas of such capacity as in the judgment of the
board may be suited to the needs of the whole district supplied
by said company.” The consolidation act also altered certain
of the provisions of the Pipe Line charter and removed the
limitations on the prices charged other companies, substituting
in place thereof the requirement that "any contract for the
sale of gas by said Boston Consolidated Gas Company to any
other gas company, or to any city or town, shall be subject
to the approval of the board of gas and electric light commis-
sioners.”

Massachusetts Gas Companies.

By the agreement of trust creating this association its trus-
tees were expressly authorized "to engage in the business of
manufacturing, buying, selling and dealing in coal, oil, coke,
gas and all products thereof,” but it has in fact been only a
holding and financing concern. Since the consolidation of the
Boston gas companies, however, its activities have broadened,
and its has acquired all of, or a controlling interest in, the
Boston Phoenix Lighting Company, Boston Tow Boat Com-
pany, Chelsea Gas Light Company, Citizens’ Gas Light
Company of Quincy, East Boston Gas Company, New England
Coal and Coke Company and Newton and Watertown Gas
Light Company. The New England Coal and Coke Company
owns the entire capital stock of the Federal Coal and Coke
and J. B. B. Coal companies, while the “association” holds
the first mortgage bonds of the two last-named companies.
The Chelsea company was subsequently consolidated with the
East Boston company. For these purposes and to help finance
its subsidiaries, the issued in 196!) its twenty-
vear 4J per cent, bonds to the amount of $6,000,000, and in
1911 to the amount of $4,000,000. A copy of its balance sheet,
June 30, 1915, is given in Appendix I). Its earnings, of course,
consist of the interest and dividends received from its subsidiary
companies, which are pooled, and after the payment of some

minor expenses of administration become a\ailable lor the
payment of the interest and dividends on the "association’s”
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outstanding bonds and shares. A summarized record of such
earnings and of their disposition since June 30, 1905, is given
in Appendix E.

I'he Consolidated Company.

In the foregoing pages the events leading up to the consoli-
dation of the Boston gas companies, the alliance already
formed with the Gas and Coke company, and the financial
superstructure already imposed between it and the investing
public have been described. They have had an important
effect not only upon the operation of the “ sliding scale, but

also upon the physical, commercial and financial development

of the company since its organization. In order, therefore, to
understand the conditions under which the “ sliding scale
system has been tried, some account should be given of this
development before any conclusions are stated with respect to

the operation of the system and its effect upon the public
interest.

(a) Development of the Company’s Property.

At the time of the consolidation a considerable part of the
gas supplied by the companies merged was produced at the
Everett works of the Gas and Coke company, and purified and
distributed to them by the Pipe Line company. The latter
also supplied gas to the Charlestown, Chelsea, Dedham and
Hyde Park, Everett and Newton and Watertown companies.
The distributing companies merged had nine generating vorks
which were acquired by the Consolidated company, but onlj
four were then operated, namely, the water gas works of the
Bay State company at the Calf Pasture, the coal gas works of
the Boston company at the North End and its combined coal
and water gas works at Commercial Point, and the vatei gas

works of the Brookline company at Allston. The works of the
last-named company at Brookline A illage, and of the Dor-

chester, Jamaica Plain, Roxbury and South Boston companies,
were idle and had been for some years prior to that time, and
those at Dorchester and Brookline A illage had already been

dismantled.
For its effect upon the resources and income of the Consol-

idated company, it is important to note that at the time of the
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consolidation the Brookline company was also engaged in the
manufacture and distribution of electricity, a business which
was sold in 1909 to the Edison Electric Illuminating Company
of Boston.

After the consolidation the Consolidated company began a
readjustment of its plant for the purpose of concentrating the
production of gas, unifying its distribution system and central-
izing its organization. The arrangement for purchasing and
purifying the by-product gas of the Gas and Coke company was
continued, and to supplement this supply in 1907 the erection
of a large water gas works was begun at Everett at the site of
the old Pipe Line company’s purification plant, to which was
subsequently added a large holder. Upon the completion of
this new water gas plant in 1908 it was put in operation and
has been run continuously since. The old works, which were in
operation at the time of the consolidation, were in consequence
shut down, and only the Calf Pasture and Commercial Point
plants have since been started up for short periods of one month
and six months, respectively.

The two last-named works were put into and have been kept
in good operating condition, and certain improvements in and
additions to their apparatus and equipment have been made for
this purpose. But the North End works were dismantled soon
after the consolidation, and part of the property sold and part
leased. On the land retained for gas purposes a large holder
and pumping apparatus have been erected. The Roxbury
works have been dismantled and the site utilized as a central
station for the system with another large holder, repair shops,
stable, office and storage buildings. Some additional buildings
for similar use have also been erected at Brookline, Dorchester
and Jamaica Plain. The Allston and Jamaica Plain works are
intact, but the latter are too small for operation under present
conditions, and the generating apparatus at the former is of a
type to make it unavailable save for an emergency. The South
Boston works are no longer in condition to be used, although
the manufacturing apparatus still remains.

In addition to these changes in the manufacturing plants,
large mains have been laid to connect the North End with the
Calf Pasture and Commercial Point works and with the original
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Pipe Line main at Dorchester, enabling the company to avail
itself of all of its generating plants for the supply of its whole
system. By cross mains a well-balanced system and an ade-
quate and satisfactory service for all of the territory supplied
has been assured. In addition, the company has made consid-
erable extensions of its distributing mains to reach customers,
particularly in those sections where the growth of population
has been rapid. It has also undertaken the supply of the gas
distributed by the Citizens’ Gas Light Company of Quincy and
the Waltham Gas Light Company (now merged in the Newton
and Watertown Gas Light Company), and such part of the gas
distributed by the East Boston company as is not generated in
that company’s own works, and has installed the mains neces-
sary therefor.

The accompanying map, given as Appendix F, will serve to

show the territory supplied by the Boston company and those
other companies which are directly dependent upon it for
the gas furnished their customers in whole or in considerable
part. It is to be borne in mind that the East Boston, Newton
and Quincy companies are under the same ownership and con-
trol as the Boston company, namely, of the Massachusetts Gas
Companies.

The present generating capacity of the Everett, Commercial
Point and Calf Pasture plants is estimated at from 24,000,000
to 29,000,000 cubic feet a day, whereas the greatest output
required has been 21,000,000 cubic feet. The engineer em-
ployed by the Board estimated that their capacity might be
increased by 4,000,000 cubic feet a day by the expenditure of
about $120,000, but he adds, and the company agrees, th(at “it
is doubtful, however, whether it would be advisable to spend
any money upon construction at the plants not now in opera-
tion, since it would probably be better to make any extensions
required in the future at the Everett works.”

The merging of so many different companies brought the
Consolidated company into the possession of extensive real
estate holdings, some of which were no longer required in its
business. A number of these parcels have been sold meantime.
The amounts realized therefrom and from the sale of the elec-
tric property have aggregated over $2,800,000, and showed an
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excess over the values at which they were carried on the com-
pany’s books of about $820,000. The disposition of these pro-
ceeds will be exhibited and considered later in the report.

(b) Development of the Company’s Business.
During the long and bitter struggle for the control of the gas

business of Boston prior to the consolidation, the relations of
the companies to the public were exceedingly unsatisfactory.
The efforts of the managers seem to have been devoted largely
to exploiting rather than to serving the public, and little
thought was given to improving and developing the business.
A complete change of attitude, however, was exhibited by the
new management of the Consolidated company and has been
maintained throughout the intervening period. By courteous
and considerate treatment of its customers and their difficulties
and grievances it has converted a hostile into a friendly public.

An energetic effort has also been made to increase the com-
pany’s business. Its success has been due in large measure to
the enterprise of the management, although no doubt aided by
the decreases in the price of gas and the removal of the old
sources of friction. The result has been a substantial increase
in its total output, in the number of its customers and in the
amount of gas sold per mile of main.

(c) Relations with Other Companies.
The alliances established for the Consolidated company prior

to its birth have already been mentioned. The Massachusetts
Gas Companies’ system of interrelated companies has greatly
expanded meantime. Control of the East Boston (including
the old Chelsea), the Quincy, and Newton and Watertown (in-
cluding the old Waltham) gas companies has been acquired.
The New England Coal and Coke Company has been organized
and has become a large shipper of and dealer in coal and coke
in the Boston market. Through it and the Boston Tow Boat
Company the Massachusetts Gas Companies now control coal
mines in West Virginia and a fleet of ships, barges, tugs and
lighters suitable for its transportation. By the recent organiza-
tion of the New England Manufacturing Company a new out-
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let has been found for certain of the by-products of the coke
oven plant.

While the officers of these subsidiaries of the Massachusetts
Gas Companies are not identical, yet a majority of the direc-
tors in every instance are trustees, officers or employees of the
holding association or of some one or more of its subordinate
companies. Several of the principal officers and employees per-
form services for two or more of the affiliated companies. The
principal offices of the several companies are adjoining, and
many of the minor incidental expenses are shared. There are
other adjustments necessitated by the use of the property of,
or the performance of services for, one another. Under such
circumstances it is evident that there can be no independent
trading between them, and furthermore, so far as the Board is
informed, it is not intended that any member of the group of
companies shall seek elsewhere for such services or supplies as
some other member is prepared to furnish. Moreover, the
earnings from all are pooled to pay the interest and dividends
on the association’s securities.

Certain larger aspects of this complex relationship of the
Consolidated company will be discussed later in the report.
It appears most obviously in its purchases of gas and fuel,
and its sales of gas to the other affiliated companies. Their im-
portance may be seen in the following facts. During the year
ending June 30, 1915, it paid the Gas and Coke company for
gas purchased the sum of $936,306, and the Coal and Coke
Company for coke and coal the sum of $230,555, or $1,166,861
in all, out of a total operating expense (exclusive of taxes) of
$2,854,065. During the same year it realized from sales of gas
to the other affiliated companies $414,697 out of a total income
from gas sold of $4,574,395.

So far as the purchases of coal and coke are concerned, the
prices charged the Consolidated company appear to be no
greater than the Coal and Coke company charged independent
buyers for the same grades of coal and coke. But the real
significance of the Consolidated company’s dependence, as bear-
ing upon the operation of the “sliding scale,” lies in the price
which it pays the Gas and Coke company for purchased gas.
At the time of the consolidation this price was made 23 cents a
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thousand for unpurified gas of IS candle power. But at the
expiration of this contract in 1907 a new contract was made for
29J cents, with a guaranty that the cost to the Consolidated
company of purifying the purchased gas should not exceed
one-half cent. Because of a change in the coal used in the
coke-oven plant the cost of purification, which had previously
been between 6 and 7 cents, has not exceeded 1 cent. The cost
of the purchased gas to the Consolidated company has, in con-
sequence, remained stationary throughout the period, although
the amounts obtained from this source have more than doubled
and now approximate 8,000,000 cubic feet a day and running
uniformly at this rate throughout the year. The importance
of these facts with respect to the subject of the inquiry will
be discussed in stating the Board’s conclusions.

The attempts at competition already described which pre-
ceded the consolidation resulted in a considerable duplication
of investment. The merging of eight different properties, all
originally designed for the independent production or distribu-
tion of gas, necessarily involved in the period of readjustment
their reconstruction and co-ordination into one well-designed
system, and the actual or virtual abandonment of substantial
amounts of property. This was especially true in view of the
purpose of the owners of utilizing the gas produced by the
coke-oven plant of the Gas and Coke company. The enact-
ment of the “sliding scale” law permitted the management to
pursue without public interference such business policies as it
might deem best. The manner in which the problem indicated
has been met becomes in consequence of the utmost importance
to a proper understanding of the conditions under which the
“sliding scale” system has been tried.

In the development of its property already described the
company has expended over $4,700,000, and the amounts real-
ized from the sale of real estate and of the electric plant have
already been stated. The proceeds of the sale of real estate
were required by the charter to be applied to capital outlay or,
in default of such, to the reduction of the authorized capital.
No express reference to the electric plant occurs in this pro-

( d) The Company's Financial Policy.
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vision. For that matter, authority was not granted to the com-
pany to sell its electric property until 1909. But a sound busi-
ness policy would seem to require a similar devotion of its
proceeds. In any event, under the provision referred to, the
Board has approved of the disposition of the proceeds of real
estate towards the plant expenditures already mentioned to the
amount of *2,134,386.83 in all, covering all real estate sold
prior to June 30, 1915, save one sale of $750. Included in this
figure is the sum of $550,000 on account of the real estate of
the electric plant.

No bonds or stock, other than the original capital, have been
issued by the company. Its resources have, therefore, been con-

fined to its earnings, the proceeds of property sold and loans,
and the following statements exhibit for the period, first, its

gross and net earnings, and second, the amounts realized from
all sources and their disposition:

Gross and Net Earnings, JuneSO, 1905, to June SO, 1915.

Gross earnings, • • • ■ 1,891,008 50
Operating expenses, .... $24,680,609 84
Dismantling plants, 19,705 57
Depreciation;

Machinery, .
. ■ $16,053 87

Mains, .... 129,103 06
Services, . ■ • 64,591 44

209,748 37
24,910,113 78

$16,980,894 72
3,642,561 15Taxes,

$13,338,333 57
804,861 86Interest,

$12,533,471 71Net earnings

Resources and their Disposition, June 30, 1905, to June 30, 1915

Cash on hand at the completion of the consolidation, . $66,862 70
Net earnings, $12,533,471 71
Less net loss June 15 to June 30, 1905, . 79,053 11

12,454,418 60
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Proceeds of real estate sold, $1,545,021 76
Proceeds of electric property, . . $1,300,000 00
Less electric current assets, . . . 125,418 33

1,174,581 67
Borrowed on notes, 3,355,817 79

$18,596,702 52
Net expenditures upon plant, . . $4,791,518 03
Net increases in current assets, . . 429,814 52
Sundry debits to profit and loss, . . 69,703 05
Reserve for insurance, .... 25,000 00
Profit-sharing appropriations, . . 388,000 00
Dividends paid, 12,780,287 00

18,484,322 60

Cash on hand June 30, 1915, $112,379 92

It will be seen from the foregoing that, aside from current
repairs and renewals charged to operating expenses, the actual
provision for depreciation has been trifling compared with the
size of the property and the magnitude of its operations, and
especially in view of the superfluous and abandoned property
attendant upon the merger of the constituent companies.
Moreover, aside from the question of depreciation, it is also
evident that the dividends paid were not fully earned from
the sale of gas, and could not have been paid without resort
to the proceeds of the sale of property. It seems unnecessary
for the purposes of this report to attempt to determine the
actual depreciation which the company’s property has suffered
for which no provision has been made, but it is unquestionably
substantial. Furthermore, certain items of property which were
acquired in 1905 have been displaced meantime but have not
been written off the plant accounts.

In this connection Mr. Lutz made the following pertinent
comments in stating his general conclusions in his report to
the Board:

My investigation has led me to the conclusion that, so far as the actual
income and the expenditure of cash is concerned, the accounts of the
company truly reflect the facts, and that the methods of accounting used
are adequate thereforand that the books of account are well and accurately
kept.
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With respect, however, to the exhaustion of capital, or depreciation, a
serious question arises. The company makes no provision in its accounts
in anticipation of the necessity for extraordinary repairs or for the ultimate
retirement of its fixed property, .its charges reported as depreciation in
its return to the Board represent only the recognition given to the value
of certain abandoned or retired property at the time of its abandonment,
and are in no sense anticipatory provisions for future abandonments or
retirements, and there is therefore no reserve maintained to make good
the depreciation in either the plant which is in operation, or that which is
maintained in reserve in operating condition, or for those rather extensive
portions of the plant which are idle and not kept in repair, but which have
not been dismantled or definitely abandoned.

A statement of operating costs which fails to provide during the period of
usefulness for amounts approximating such losses in value or consumption
of investment fails by that much to state the full cost of operation or of
production of the output, and a surplus account built up without regard
to such depreciation overstates, by the amount of the depreciation which
has actually taken place, the net income available for distribution.

Operation and Effect of the “Sliding Scale.”
The “sliding scale” act has been in force nine and a half

years. During that period there has been no public inter-
ference with its operation, and the company has been free to
pursue such business policies as it deemed best. It was adopted
with the full recognition that it was a departure from the
practices theretofore prevailing in this State and elsewhere in
this country. So far as the Board is informed, it is still the
sole instance in the United States in which this particular
system of regulation has been tried. While its duration was
not limited in the act to ten years, it seems to have been the
understanding of many interested in its adoption that it was
an experiment to be tried for that period, and continued if it
then appeared to have worked satisfactorily. In any event,
under such circumstances the present inquiry as to its actual
operation and effect upon the public interest is natural and
rational.

The Board in the preceding pages has endeavored to set
forth the conditions surrounding the application of this sys-
tem of regulation to the Boston company, and all facts which
seem material to testing its operation and effect Where so
many different factors are present, however, there is an obvious
difficulty in determining how far the “sliding scale” as such
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has influenced, directly or indirectly, in whole or in part, the
results described. It might be even less convincing and per-
haps idle to speculate upon what would have happened had
the act never been passed. A close study of the facts cannot,
however, fail to leave certain definite impressions, the considera-
tion of which may be important in the future handling of this
matter.

The avowed purpose of the “sliding scale” is to increase the
incentives to economical and skillful management by the pros-
pect of a definite and assured increase in dividends, and the
public reaps the advantage thereby in prices decreasing cor-
respondingly to the improvement in operating costs. It is
urged in behalf of the company that such has been its actual
result. There has been unquestionably a decrease in the net
cost at the burner of the gas sold during the period, due to the
enterprise and commercial skill of the management. But the
same is true of companies not under the “sliding scale,” and
is attributable to a greatly increased output without any
corresponding increase in the actual expenses. Lmdoubtedly
reductions in price have contributed to this result.

At the time when the act took effect the company was pro-
ducing in the old works already described such gas as it did
not purchase. They were not then economical to operate, and
the cost of producing gas was immediately reduced when
concentrated in the new water gas works at Everett. The cost
has varied since, chiefly with the price of oil. But in addition
to the expense of operating and maintaining such works the
computed costs in Appendix G include about half a cent for
the care of the old works when not making gas, although this
would seem fairly a part of the cost of the purchased gas.
Furthermore, the gas purchased of the Gas and Coke company
is taken at a uniform rate throughout the year, while the gas
produced by the Consolidated company supplements this supply
and varies in amount with the season of the year. This con-
dition of uniformity of production operates favorably upon the
unit costs to the Gas and Coke company of the gas bought
by the Consolidated company, but unfavorably upon the unit
costs to the latter company of the gas made in its own works.

There has been substantially no change in the cost in the
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holder of the gas purchased. Indeed, there has been an in-
crease of approximately a cent as compared with the year
ending June 30, 1906. This introduces a most important
question directly affecting the operation of the “sliding scale
as an effective means of regulation under existing conditions.
The cost of coal gas is intimately related to the amount and
value of the residuals recovered. The residuals must be dis-
posed of in an open market. Consequently, no other depart-
ment of the gas business presents an opportunity for a greater
display of business skill and sagacity with a direct reflection in
decreased costs. But, by reason of the existing conditions, the
management of the Boston company has no chance to apply
skill and sagacity to its solution for the benefit of the company.
Because of the common ownership of the Boston and the Gas

and Coke companies it has no opportunity to exhibit even

shrewdness in the making of a contract for the purchase of gas
upon the terms most favorable to the Boston company.

The answer will doubtless be made that the price paid must

be approved by the Board. This is true, but it is to be borne

in mind that by the terms of the charter the authority of the

Board is limited to finding “that the price to be paid for the

gas purchased is less than it would cost said Boston Consoli-
dated Gas Company to make its gas in gas works of standard
type properly equipped, suitably situated and of sufficient
capacity to make all the gas required by the whole district
supplied by said company.” It is comparatively easy to deter-
mine the production cost at works fulfilling the above require-
ments, but it is by no means easy to fix the standards for the
recovery and marketing of a large output of by-products.
Even if the charter of the Consolidated company permitted
that test there is no way of determining with any accuracy the
cost to the Gas and Coke company of the gas §old to the former

company. The charter provision above quoted was enacted in
1903, long before the “sliding scale” was thought of, and was

suggested undoubtedly as a safeguard because of the know n

common ownership of the two concerns and its possible use in

exacting an unfair profit. Its inconsistency wdth a system of

regulation dependent solely upon the self-interest of the Boston

company did not become apparent until the managers of that
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company raised the price received by the Gas and Coke com-
pany to the latter’s unquestionable advantage, justifying the
new price on the ground that it was not greater than the de-
monstrable cost of making it “in gas works of standard type,”
etc., including of course the investment charges on such works
and taking into account the hazards of a market already satu-
rated with the coke of the Gas and Coke plant.

The Board has also called attention to another important
phase of the company’s policy, namely, the manifest tendency
towards the exhaustion of its resources through the payment of
dividends not fully earned and without any adequate provision
whatsoever for depreciation. The disastrous results of such a
policy, if long continued, need not be dwelt upon. An obvious
answer and one given by the company is that the reductions
in price were, in the light of experience, made too promptly and
in anticipation of savings in cost and attendant advantages.
It was urged, moreover, that without the incentives of the
“sliding scale” costs “would not have been reduced to the
extent to which they have been reduced,” nor would the com-
pany have anticipated such savings in costs and reduced
prices in advance of them. But it was also stated that “the
incentive of the ‘sliding scale’ is first felt by the financial mana-
gers of the company; they want more dividends.” Dividends
are, however, not fixed charges. They are not required to be
paid even if permitted, and certainly should not be, if not
earned. But if the immediate rewards, direct and indirect, of
this incentive are more important to the management than the
permanent soundness of the investment, then the permitted
dividends may be taken under the act with an apparent im-
mediate advantage to the public, whatever its ultimate effect,
but without consulting that other member of the partnership
as to which policy is in the long run in its best interest.

The Board should not be misunderstood. To be sure, a
similar financial policy may be pursued by a company not
under the “sliding scale,” and perhaps without the accompany-
ing immediate advantage of lower prices to the public. On the
other hand, the self-interest upon which the “sliding scale” as
a system of regulation is founded, and a far-seeing, conserva-
tive financial policy, should be identical. But where this rela-



1916.] HOUSE —No. 1925. 29

tion has not been maintained suspicion is aroused that the
interests of the company may have been subordinated to the
needs of the holding “association,” with its large issues of
securities based primarily on the gas supply of Boston, and that
the freedom of action afforded by the “sliding scale” has
aided this result.

One of the strong advocate
time of its adoption urged at
force that the “sliding scale”
politics. No one will deny the

; of the “sliding scale” at the
the recent hearings with great
has taken the company out of
importance of this result. But

the scandals of the gas situation prior to the adoption of the
“sliding scale” appear to have been due more to the struggle
of powerful interests for control than to the resistance of the
company to political attacks, or even to public insistence upon
lower prices. The praiseworthy change in the attitude of the
company towards the public under the present management, to
which allusion has already been made, has had an important
effect upon its public relations, and would doubtless have been
pursued with a similar result whether the “sliding scale” had
been adopted or not.

The Boston company was the first in this State to reduce its
price to 80 cents. Its example unquestionably had a substan-
tial influence upon the prices charged elsewhere. Its promptness
in making its reduction, moreover, was perhaps due to a feeling
of greater security in the pursuit of a definite policy because of
the “sliding scale.” But the fact that several of the other
companies not under the “sliding scale” have meantime reached
this price, all save two voluntarily, and two others even 75
cents, makes it evident that the “sliding scale” has been no
more effective to this end than the system of regulation ap-
plicable to all other companies. In this connection a compara-
tive statement of the output and prices of all the large com-
panies of the State is given in Appendix H.

Conclusions and Recommendations.
No fair-minded person is disposed to question the theoretical

soundness of the principle claimed for the “sliding scale” as ap-
plicable to all public service corporations, namely, that de-
creased costs and increased profits due to skillful and wise man-
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agement shall be shared in lower prices to the public and larger
dividends to the stockholders. This has been, in fact, a policy
recognized and pursued by the Board for many years in dealing
with questions of rates. But its conversion from a working
theory into a fixed rule, expressed in any given case in the
interrelation of a standard dividend with a standard price, may
be another matter. Of necessity such a system must project
indefinitely upon the future the known conditions at the time
of its adoption, and its operation must be left almost wholly to
the initiative of the company. Where the choice is open, it is
a serious question whether it offers in the long run any sub-
stantial advantage to the public, or even to the companies,
over the system of regulation so long pursued in this Common-
wealth. Its vogue in England is due, in considerable measure
at least, to the fact that direct interference with gas prices is
virtually unknown there, and that it is the alternative to the
maximum dividend method of control under which a company
is permitted to earn the maximum dividend and no more. But
it is worthy of notice that under the present desperate national
stress the “sliding scale” companies appear to be under dis-
tinctly adverse conditions as compared with the maximum
dividend companies. And whether or not in the light of this
experience maximum dividend companies are as likely to go
under the “sliding scale” hereafter may be open to doubt.

This system of regulation for the Boston company was
deliberately adopted ten years ago after an elaborate inves-
tigation and with the earnest support of a number of individ-
uals who disinterestedly believed it to be in the public interest.
The Board has not felt called upon to enter upon this inquiry
as though the question were entirely novel, but rather as to
whether the system has so failed to fulfill its promise as to
warrant its repeal. Upon certain features of this problem
opinions may differ, but one thing is clear, that the trading
relations with the affiliated companies of the Massachusetts
Gas “association,” forced upon the Boston company by their
common ownership, are inconsistent with the purpose and
theory of the “sliding scale” as a scheme of regulation. If
profits can reach the stockholders of a gas company under the
“sliding scale” by any other means than through its dividends.
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the basis of control is impaired if not wholly destroyed. It is
immaterial to the owners of the securities of the “association”
whether the dividends which reach them come from the profits
of the Gas company or the Gas and Coke company, but it is of
vital importance to the consumer that, if his sole reliance fol-
lower prices rests upon the incentives of the “sliding scale,’
no profits on the gas which he consumes shall be distributed
save through the dividends of the Gas company. Moreover,
with a holding “association” superimposed between the Gas
company and the investors, that essential feature of the
“sliding scale” system of regulation, namely, the sale of
additional stock at auction, has been and will probably always

be inoperative. There is, in fact, reason to believe that under
the conditions which have existed the “sliding scale” has not
had a fair trial, and in the light of the experience of these ten
years there is no promise of any further reductions in price
under it so long as the present relations with the othei com-
panies affiliated under the “association” are maintained.
Furthermore, the evils commonly attendant upon the conti ol

of public service corporations by holding associations are by no

means diminished by the “sliding scale,” and are destructive
of any sound system of regulation which should safeguard the
resources of the corporations under supervision in the interests
of consumer and investor alike. Otherwise they may at last,

through the dissipation of their resources, become so enfeebled
as to forbid any hope of adequate service at low prices.

In view of these considerations, the Board is of the opinion
and recommends that the act shall be repealed unless the Bos-
ton company is entirely disassociated from the Massachusetts
Gas Companies, and its stock distributed directly among in-

vestors. If that is done, a few years of further experience
should develop conclusively the relative advantages or disad-
vantages of this system of public regulation.

If the act be continued on such terms, two other matters
should be dealt with incidentally. The present act permits a

revision of the standard price after July 1, 1916, but only upon
petition of the company, or of the mayor of a city or selectmen
of a town supplied. In the judgment of the Board the consum-

ers should not have their rights depend solely on the initiative
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of these officials, but should have the power to invoke directly
the Board’s authority in this matter. This section is also silent
as to how frequently such revisions may be made, and it seems
fair, if reliance is to be placed upon the “sliding scale” system,
that there should be reasonable intervals between such revi-
sions. In earlier parts of this report it has appeared that the
company is in a measure embarrassed by its relatively large
capital as compared with other companies of the State, because
of a correspondingly high dividend charge. If its stock were
now independently owned it would be in the interests not only
of its stockholders but of the public that additional issues of
stock entitled to share in the benefit of permissible increases in
dividends should be kept at a minimum. In the English
practice debenture and preferred stocks do not enjoy the right
to the sliding scale dividends, and yet a substantial proportion
of the capital raised is by the issue of that class of securities.
This, in the opinion of the Board, should be made a feature of
the Boston act.

The foregoing recommendations have been embodied in the
accompanying bill.

The Board is also directed by the resolve to report its.
recommendations as to the “extension of the system.” By
this phrase the Board has understood the Legislature to mean
the application of the system to companies other than the
Boston company. As already indicated the East Boston,
Newton and Watertown, and Quincy companies are integral
parts of one system, already physically united and inter-
dependent, and kept apart legally merely by the accident of
their early corporate existence. The same is equally true of
the Dedham and Hyde Park company, save that it is in-
dependently owned, and its situation is far more grievous, es-
pecially to the consumers of Hyde Park, which is now part of
Boston but does not enjoy the full benefit of that relationship.
These companies should be merged with the Boston company,
but not until the communities served are fully apprised that
this step means that unless the “sliding scale” act is repealed
such merger involves virtually their inclusion under this system
of regulation. This is a matter, however, requiring no new leg-
islation.
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So far as the other gas companies of the State are concerned
no demand for the extension of the system to them developed
in the course of the Board’s investigation. Indeed, it was
stated in behalf of certain of them that they did not desire it
unless on the basis, proposed several years ago and denied by
the Legislature, of capitalizing the full value of their proper-
ties by the issue of additional stock. The Board opposed this
move when it was made, and has seen no reason to modify its
views. Moreover, its investigation has not discovered any
such positive advantages in the “sliding scale” system of regu-
lation over that still prevailing with respect to the other com-
panies as to justify its substitution. The Board, therefore,
recommends that it is inexpedient to extend the “sliding
scale” to the other gas companies of the Commonwealth.

The bill recommended is as follow

An Act belating to the Boston Consolidated Gas Company.

Section 1. Chapter four hundred and twenty-two of the acts of the
year nineteen hundred and six shall become void on the first day of July
in the nineteen hundred and seventeen, unless the Boston Con-
solidated Gas Company shall meantime have satisfied the board of gas
and electric light commissioners and said board shall have certified to the
secretary of the commonwealth that the trustees of the voluntary associa-
tion, known as the Massachusetts Gas Companies, no longer own or con-
trol, directly or indirectly, a majority of the capital stock of said company,
and that no other voluntary association, or the trustees thereof under a
written instrument or written or oral declaration of trust, the beneficial
interest under which is divided into transferable certificates of participa-
tion or shares, own or control, directly or indirectly, a majority of the
capital stock of said company.

Section 2. The provisions of sections one and two of said chapter
four hundred and twenty-two of the acts of the year nineteen hundred and
six, relative to the standard rate of dividends to be paid by said Boston
Consolidated Gas Company and the increases in said dividends therein
authorized, shall not apply to any preferred, special or employees’ stock
which may hereafter be issued in accordance with the requirements of
law relating thereto.

Section 3. Section nine of said chapter four hundred and twenty-two
of the acts of the year nineteen hundred and six is hereby amended, so as
to read as follows:-—Section 9. At any time after the expiration of ten
years from the thirtieth day of June in the year nineteen hundred and six,
the board of gas and electric light commissioners shall have authority upon
the petition of the company, or upon the petition of the mayor of any city
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or the selectmen of any town in which the company is supplying gas to
consumers, or upon the petition of not less than twenty of said consumers,
to lower or raise the standard price per thousand cubic feet to such extent
as may justly be required by reason of greater or less burdens which may
be imposed upon the company, by reason of improved methods in the art
of manufacture, by reason of changes in the prices of material-and labor,
or by reason of changes in other conditions affecting the general cost of
the manufacture or distribution of gas. But, after a decision upon such
a petition, no other petition shall be brought hereunder within three
years thereafter.

Section 4. This act shall take effect upon its passage.

The reports of the investigators employed by the Board are
too voluminous to be appended hereto, but they are at the
service of the Legislature, and their examination and considera-
tion are urgently requested.

Respectfully submitted, for the Board,

ALONZO R. WEED,
Chairman.
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Acts of 1906, Chapter 422

An Act to promote the Reduction of the Price of Gas in
the City of Boston and its Vicinity.

Section 1. From and after the thirtieth day of June in the
year nineteen hundred and six, the standard price to be charged
by the Boston Consolidated Gas Company for gas supplied to its
customers shall be ninety cents per one thousand cubic feet,
which price shall not thereafter be increased except as herein-
after provided. From and after the said date the standard rate
of dividends to be paid by said company to its stockholders shall
be seven per cent per annum on the par value of its capital
stock, which rate shall not thereafter be increased except as
hereinafter provided.

Section 2. If during any year ending on the thirtieth day of
June the maximum net price per thousand feet charged by the
company has been less than the standard price, the company
may during the following year declare and pay dividends exceed-
ing the standard rate in the ratio of one fifth of one per cent for
every one cent of reduction of said maximum net price below the
standard price.

Section 3. Said company shall annually publish in the month
of September, in one or more newspapers published in the city of
Boston, a report showing for the previous fiscal year, among
other things, the cost per thousand feet to such company of gas

in the holder, itemizing said cost so as to show the cost per
thousand feet for gas manufactured, of wages at works and of the
main items of materials; also the cost per thousand feet of dis-
tribution; also the amount per thousand feet, if any, charged as
depreciation of ways, works and machinery; also the amount per
thousand feet, if any, charged for maintenance repairs; to-
gether with such other items of account as may from time to
time be prescribed by the board of gas and electric light
commissioners.

Section 4. Said board shall have authority upon petition of
the mayor or board of aldermen of a city or of the selectmen of a

Appendix A.



GAS AND ELECTRIC LIGHT. [Mar.38

town in which said company is furnishing gas, and after hearing
the company, to revise the method of determining the cost of gas
supplied by said company, and to determine finally and con-
clusively the actual cost of the gas furnished and the clear profits
made by said company applicable to the payment of dividends
for the year ending on June thirtieth. Any orders made by said
board shall be enforcible as provided by section nine of chapter
one hundred and twenty-one of the Revised Laws.

Section 5. If the clear profits of the company applicable to
the payment of dividends amount in any year to a larger sum
than is sufficient to pay the dividends which the company is
herein authorized to pay during the next succeeding year, the
excess above the sum necessary for that purpose may from time
to time, to the extent of one per cent per annum of the par value
of the capital of the company, be invested in securities in which
savings banks incorporated under the laws of this Common-
wealth are authorized by law to invest, and the dividends and
interest arising from such securities shall also be invested in the
same or like securities, in order that the same may accumulate
at compound interest until the fund so formed amounts to a sum
equal to one twentieth of the par value of the capital stock of
the company, which sum shall form a reserve fund: provided,
that when and so often as the said fund shall by reason of the
accumulation of interest or dividends or otherwise exceed one
twentieth of the par value of the capital stock, the excess shall be
carried to the credit of the clear profits of the company applicable
to the payments of dividends. The company may from time to
time use said fund or any portion thereof to meet any extraor-
dinary claim, demand, or charge which may at any time arise
against or fall upon the company from fire, accident, or other
circumstances which due care and management could not have
prevented; and whenever in any year the clear profits of the
business of the company for the preceding year applicable to the
payment of dividends are insufficient to enable it to pay the
dividends which the company is herein authorized to pay, it may
apply said fund, or such portion thereof, as may be necessary,
toward the payment of the dividends which the company is
herein authorized to pay for such year. If the reserve fund be
reduced at any time, it may thereafter again be made up to one

twentieth of the par value of the capital stock of the company,
and so from time to time as often as such reduction shall happen;
provided, that resort may be had to the reserve fund for any of
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the purposes above mentioned, although such fund may not at
the time have reached or may have been reduced below the full
amount of one twentieth as aforesaid.

Section 6. If in any year the amount of the clear profits of
the business of the company applicable to the payment of divi-
dends exceeds the amount required to pay the dividends herein
authorized to be paid during the next succeeding year, and the
amounts which are herein authorized to be set aside for the
reserve fund, the excess of such profits shall be paid to the cities
and towns in which the company is supplying gas, in proportion

number of miles of mains in each of such cities and towns.
Section 7. Whenever the company shall issue additional

stock, it shall be the duty of the board of gas and electric light
commissioners in deciding what amount of new stock is to be
authorized, to place a value upon such new stock, which value
shall be stated in their written decision, and before offering the
new shares to the existing shareholders of the company, the

company shall offer the new shares for sale by public auction in
the city of Boston, in such manner, at such times, and subject to

such conditions of sale as the company shall from time to time

determine, subject however, to the approval of the board of gas
and electric light commissioners; -provided, that no bid at any
such auction shall be accepted for a price less than the value
placed upon the stock by the board of gas and electric light com-
missioners as aforesaid; and provided, further, that notice of the

proposed sale of said stock by public auction together with the
terms and conditions of sale shall be published in at least three

newspapers in the city of Boston twice a week for not less than
three successive weeks before the day of auction.

Section 8. When any stock which has been offered for sale

by auction is not sold, the same shall be offered at the price so

placed upon it by the board of gas and electric light commis-
sioners to the stockholders of the company, in accordance with
the provisions of section thirty of chapter one hundred and nine
of the Revised Laws; provided, that any stock so offered and
not accepted by the stockholders shall again be offered for sale by
public auction, in accordance with the provisions of section

thirty-one of chapter one hundred and nine of the Revised Laws;

and provided, further, that if the new stock authorized does not

exceed four per cent of the existing capital stock of the company
the same may be sold in accordance with the provisions of said
section thirty-one without being first offered to the stockholders.
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Section 9. At any time after the expiration of ten years
from the thirtieth day of June in the year nineteen hundred and
six, the board of gas and electric light commissioners shall have
authority upon the petition of the company, or upon the peti-
tion of the mayor of any city or of the selectmen of any town
in which the company is supplying, gas to consumers, to lower
or raise the standard price per thousand cubic feet to such
extent as may justly be required by reason of greater or less
burdens which may be imposed upon the company, by reason of
improved methods in the art of manufacture, by reason of
changes in the prices of material and labor, or by reason of
changes in other conditions affecting the general cost of the
manufacture or distribution of gas.

Section 10. The provisions of sections thirty-four and thirty-
five of chapter one hundred and twenty-one of the Revised Laws,
so far as they relate to the fixing of the price of gas, shall not
hereafter apply to the Boston Consolidated Gas Company. But
nothing herein shall be construed as affecting any right or liability
which may arise under chapter thirty-four of the Revised Laws,
or acts in amendment thereof or in addition thereto, or under
any other acts not inconsistent herewith.

Section 11. Unless the Boston Consolidated Gas Company
shall, by authority of its board of directors, accept the provisions
of this act within sixty days after its passage by a writing filed
with the board of gas and electric light commissioners, this act
shall be void.

Section 12. This act shall take effect upon its passage.
[Approved May 26, 1906.
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Acts of 1903, Chapter 417, as amended by Acts of 1905, Chapter 421. 1

An Act to provide for the Consolidation of Certain Gas
Companies in the City of Boston and icinity.

Section 1. The Boston Gas Light Company, the Brookline
Gas Light Company, the Bay State Gas Company, the Roxbury
Gas Light Company, the South Boston Gas Light Company, the
Dorchester Gas Light Company, the Jamaica Plain Gas Light
Company and the Massachusetts Pipe Line Gas Company, all

being corporations organized under the laws of this Common-
wealth, may unite and consolidate in one company in the manner
and upon the terms and conditions hereinafter set forth.

Section 2. For the purpose of facilitating such union and
consolidation, Robert Winsor, Samuel Carr, James L. Richards,
S. Reed Anthony, Charles G. Smith, Robert E. Townsend,

Henry B. Chapin, William S. Spaulding, Neal Rantoul and
Charles Augustus Stone, their associates and successors, upon

complying with the provisions of chapter one hundred and ten

of the Revised Laws relating to the formation of corporations,
so far as the same may be applicable and not inconsistent here-

with, and upon their acceptance in and by their agreement of
association, of the provisions of this act, shall be a corporation
under the name of the Boston Consolidated Gas Company, for
the purpose of making, selling and distributing gas for light or

for heating, cooking, chemical and mechanical purposes, with all
the powers and privileges and subject to all the duties, restric-
tions and liabilities set forth in this act, and, except as otherwise
provided herein, in all general laws now or hereafter in force and

applicable to such corporations, and, except as otherwise pro-

vided herein, in all special laws now governing the corporations

mentioned in section one, so far as the same are applicable to

said Boston Consolidated Gas Company and not inconsistent
herewith

pripted in ital

Appendix B.
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Section 3. The corporations named in section one are hereby
severally authorized, upon vote of two thirds in interest of their
stockholders, respectively, at a meeting legally called for that
purpose, to assign, transfer and convey their property, locations,
rights, licenses, powers, privileges and franchises except as may
otherwise be provided in this act, to the Boston Consolidated
Gas Company, which is hereby authorized, when all the com-
panies named in section one shall have so voted and that fact
shall have duly been certified to the board of gas and electric
light commissioners, upon vote of its incorporators or two
thirds in interest of its shareholders at a meeting legally called
for that purpose, to acquire the same as provided in sections
four and five of this act, and upon such assignment, transfer and
conveyance by all the corporations mentioned in section one the
said Boston Consolidated Gas Company shall succeed to and
hold and enjoy the said property, locations, rights, licenses,
powers, privileges and franchises of the several corporations
named in section one, except as may otherwise be provided in this
act; but the said Boston Consolidated Gas Company shall have
no authority to manufacture or sell electricity for light, heat or

power, or to construct lines or conduits for the distribution of
the same, except in the town of Brookline, in that part of the
city of Boston formerly called Brighton, and in so much of the
city of Boston as was formerly part of the town of Brookline,
without first obtaining the consent of the board of gas and
electric light commissioners therefor, so far as may be required
by all general laws now or hereafter in force, and complying
with all general laws applicable thereto.

Section 4. [Said Boston Consolidated Gas Company shall
have authority, for the purpose of acquiring the property, loca-
tions, rights, licenses, powers, privileges and franchises of the
several corporations mentioned in section one, to issue such an
amount of capital stock as may be approved by the board of
gas and electric light commissioners as being equal at par to the
fair value of the plants and property of the several corporations,
as the same shall be determined by said board, on application of
the Boston Consolidated Gas Company, after notice and a pub-
lic hearing. Such value shall be determined without enhance-
ment on account of the value of franchises or earning capacity,
or on account of exclusive privileges derived from rights in the
public streets, or of good will, and there shall be deducted from
the amounts of capital stock so to be issued such an amount as
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will equal at par any indebtedness of the corporations men-
tioned in section one which may be assumed by said Boston
Consolidated Gas Company as hereinafter in this section pro-
vided.]

[The attorney-general, if he deems that the public interest so
requires, the mayor of the city of Boston, the selectmen of the
town of Brookline, the Boston Consolidated Gas Company, and
any one of the corporations mentioned in section one, if ag-
grieved by the determination of the board may, within fourteen
days after notice of such determination, or after such further
time as the supreme judicial court may allow, appeal therefrom
to the supreme judicial court, and upon the filing of such claim
of appeal, together with a statement of objections to matters of
fact or law, the supreme judicial court shall have jurisdiction in
equity to hear and determine the same as upon the report of a
master, and may enter such decrees or orders thereon as the case
may require, and may recommit the matter to the board for
further action by them in accordance with the requirements of
such decree or order of recommittal.]

[Said Boston Consolidated Gas Company shall, so far as
possible, acquire all the stock of the corporations whose prop-
erties are purchased as provided in section three, and the pur-
chase price of the property of each corporation, whether paid in
stock, or cash, or by the assumption of indebtedness, or part in
each, shall be such amount as said board may approve as being
the fair value of the plants and property of such corporation
determined as hereinbefore provided.]

[Said Boston Consolidated Gas Company shall assume and
pay all debts and liabilities of the corporations mentioned in
section one, in so far as the same shall not be paid or provided
for out of the purchase price paid to said corporations: pro-
vided, however, that the adjustment and satisfaction of all debts
and liabilities of said corporations to one another shall be sub-
ject to the approval of the board of gas and electric light com-
missioners.]

Said Boston Consolidated Gas Company for the purpose of ac-
quiring the property, locations, rights, licenses, powers, privileges
and franchises of the several corporations mentioned in section one,
shall have authority to issue an amount of capital stock equal at par
to the aggregate of the par value of the existing stock of the corpora-
tions mentioned in section one and the face value of the outstanding
bonds, notes and certificates of indebtedness as of October thirty-



GAS AND ELECTRIC LIGHT. [Mar.44

one, nineteen hundred and four, to
value of fifteen million, one hundre
hundred dollars, but no more.

wit: Stock to the aggregate par
d and twenty-four thousand six

The corporations mentioned in t
charge the outstanding bonds, notes

section one shall pay arid dis-
and certificates of indebtedness

from the proceeds of the purchase price of the sale of their property,
and said Boston Consolidated Gas Company shall assume and pay
all other debts and liabilities of said corporations, except that any
indebtedness of any of the corporations mentioned in section one to
another of said corporations shall be extinguished when the consoli-
dation authorized by this act shall have been effected.

Said Boston Consolidated Gas Company shall, as far as possible,
acquire all the stock of the corporations whose properties are pur-
chased, as provided in section three, and the purchase price of the
properties of each corporation and of such portion of its stock as
may be acquired shall be such sum as the respective corporations
may agree to, but the aggregate of the purchase prices paid therefor,
after deducting therefrom the debts to be assumed by the Boston
Consolidated Gas Company, shall not exceed the proceeds of the
stock herein authorized, including any premiums which may be
paid in thereon. No stock or bonds shall ever he issued for the
indebtedness assumed as above provided.

Said Boston Consolidated Gas Company may also, from time
to time, for any lawful purpose but subject to the general laws
applicable thereto, issue additional stock, and the limitation as
to the amount of the capital stock of gas companies organized
under chapter one hundred and ten of the Revised Laws shall
not apply to said Boston Consolidated Gas Company.

Section 5. Any stockholder of any corporation selling under
authority of section three who does not assent to the purchase
authorized by this act may within thirty days after the day of
the meeting of the selling corporation at which such sale is voted,
file with the clerk of said corporation a writing declaring his dis-
sent therefrom and stating the number of shares held by him and
the number or numbers of the certificate or certificates evidenc-
ing the same. The shares of any ,stockholder dissenting, as above
specified, may be valued as hereinafter provided, and the value
thereof shall in such case be paid, tendered or deposited to or
for account of such stockholder in the manner following: —■
Within thirty days after the filing of any stockholder’s dissent,
as above provided, such stockholder may file a petition in the
supreme judicial court sitting within and for the county of
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Suffolk, setting forth the material facts and praying that the
value of his shares may be determined. Thereupon, and upon
such notice to all parties concerned as it may deem proper, said
court shall pass an order requiring such dissenting stockholder’s
certificate or certificates of stock, duly endorsed, to be deposited
with the clerk of said court, and shall appoint three commis-
sioners to ascertain and report the value of such dissenting
stockholder’s shares. Such report shall be made to the court as
soon as practicable, and after due notice to the parties in in-
terest, shall be confirmed by the court, unless some error of law
be made to appear upon the face of the report, in which event
it shall be recommitted to the commissioners with such order as
the court may make, or unless either of the parties to said pro-
ceedings shall claim a trial by jury, in -which latter event the
court shall order the question of the value of the shares to be
tried and determined by a jury in the same manner as other
civil cases are tried in that court. Upon the payment, or tender,
or deposit of the value of said shares, fixed as aforesaid, the
shares of such dissenting stockholder and the certificate or cer-
tificates thereof shall be transferred to and become the property
of the selling corporation, w'hose right and title thereto and
possession thereof may be enforced by the court by any ap-

propriate order or process. Exceptions may be taken to any

ruling or order by said court, to be heard and determined by the
full court as in other civil cases. The court may make all such
orders for the enforcement of the rights of any party to the pro-
ceedings, for the consolidation of two or more petitions and their
reference to the same commissioners, for the consolidation of
claims for a trial by jury, for the deposit of money in court, and
for the payment of interest upon the value of the stockholder’s
shares as determined, and the payment of costs by one party to
the other, as justice and the speedy settlement of the matters in
controversy may require

Section 6. Said Boston Consolidated Gas Company shall not
purchase any gas until the board of gas and electric light com-
missioners have found after public hearing that the price to be
paid for the gas to be purchased is less than it would cost said
Boston Consolidated Gas Company to make its gas in gas works
of standard type properly equipped, suitably situated and of
sufficient capacity to make all the gas required by the whole
district supplied by said company. Said board may from time
to time determine the period or periods during which said com-
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party may so purchase its gas at the price aforesaid; and no con-
tract for the purchase of gas for more than thirty days shall be
made without the approval of said board. No contract which
the Boston Consolidated Gas Company shall make for the
purchase of any portion of its gas shall in any respect affect any
authority conferred on said board by this act or by section thirty-
four of chapter one hundred and twenty-one of the Revised Laws
or by any general laws which may hereafter be in force to fix
the price to be charged by said company for gas.

Section 7. If in the conduct of its business said Boston Con-
solidated Gas Company shall deem it advisable to sell and con-
vey any real estate conveyed to it for the purposes of this act,
or if any part of such real estate shall hereafter be taken in the
exercise of the right of eminent domain, the proceeds of such
sale or sales or condemnation or taking shall be applied, with the
approval of the board of gas and electric light commissioners, to
the payment and cancellation of obligations of the company, or,
with like approval, to any of the purposes for which said board
might approve the issue of new capital stock, and, if not thereby
exhausted, to the reduction of the capital stock of the company
upon such terms as the board may approve.

Section 8. If in the judgment of the board of gas and elec-
tric light commissioners such action is demanded in the public
interest, said board shall have authority to require said Boston
Consolidated Gas Company to provide, either by the repair or
reconstruction of existing works, or by the construction of new
works, works for the manufacture of gas of such capacity as in
the judgment of the board may be suited to the needs of the
whole district supplied by said company.

Section 9. Section five of chapter five hundred and thirty-seven
of the acts of the year eighteen hundred and ninety-six, entitled
“An Act to incorporate the Massachusetts Pipe Line Gas Com-
pany”, is hereby amended by striking out the word “shall”, in the
ninth and sixteenth lines, and inserting in place thereof, in each in-
stance, the word; may, so as to read as follows; Section 5.
If the company shall desire for its pipe lines the right to con-
struct, maintain and operate the same in the streets, lanes and
highways of any city or town, it shall petition the aldermen or

selectmen therefor, stating the termini of such pipe line in such
city or town with as much particularity and certainty as prac-
ticable, and stating the streets, highways and lanes in which the
company desires to locate such pipe line; and the aldermen or
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selectmen may grant that location, or such other location in such
streets, lanes and highways as they shall deem proper. In the
event that said aldermen or selectmen shall for a period of thirty
days refuse or neglect to grant a location, or if the company is
dissatisfied with the location granted, it may within sixty days
thereafter appeal to the board, who, after such hearing and notice
as they shall deem proper, may grant to the company reasonable
locations between said termini for such pipe line in the streets,
lanes and highways of said city or town. Upon the granting of
such locations by said aldermen, selectmen or board, the com-
pany may lay, construct, maintain and operate such pipe line in
the location granted. Similar rights as to additional pipe lines
in the same city or town shall be obtained only by permission of
the board. The company may, upon obtaining such locations,
and subject to such regulations and restrictions in respect to the
manner and time of conducting the work as said aldermen or se-
lectmen shall prescribe, dig up and open the ground in any of
the streets, lanes and highways of said city or town so far as is
necessary to accomplish the object of the corporation; but such
grant shall not affect the right or remedy to recover damages for
an injury caused to persons or property by the doings of the
company. It shall put all such streets, lanes and highways
which are opened by it in as good repair as they were when
opened, and to the satisfaction of the local authorities of the city
or town in which such streets, lanes or highways are located, and
upon failure so to do within a reasonable time shall be deemed
guilty of a nuisance. In constructing, maintaining, repairing or
extending its distributing system in any city or town the com-
pany shall be subject to all the restrictions, regulations and lia-
bilities set forth in section seventy-five of chapter one hundred
and six of the Public Statutes, except as in this act provided;
and in the construction, maintaining, repairing and extending of
its pipe lines and distributing systems it shall in all cases be sub-
ject to the restrictions, regulations and liabilities set forth in
sections seventy-six and seventy-seven of said chapter one hun-
dred and six. If in making such excavations any water or gas
pipes, sewers, drains, conduits or other subterranean works are
disturbed or interfered with, the same shall, at the expense of
the company, be restored to as good condition as they were in
before such excavation. All locations granted under this section
shall be subject to revocation by said aldermen or selectmen
respectively, subject to the approval of said board.
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Section 10. Section six of said chapter five hundred and
thirty-seven is hereby amended by inserting after the word
“board”, in the second line, the words: —and with the consent
of the mayor and aldermen of any city or the selectmen of any
town in which the works, distributing system and other property
hereinafter mentioned are situated, —so as to read as follows:
Section 6. The company may, subject to approval of the board,
and with the consent of the mayor and aldermen of any city or
the selectmen of any town in which the works, distributing sys-
tem and other property hereinafter mentioned are situated, and
upon such terms and conditions as may be mutually agreed upon,
and as may be approved by the board, purchase, lease or
operate the works, distributing system and other property of any
person, firm, corporation, town or city engaged in the business of
selling or distributing gas, or any portion of such works, dis-
tributing system or other property in any city or town in which
the company has laid a pipe line: provided, however, that nothing
in this act shall authorize the company to issue new capital stock
or bonds for the purpose of such purchase in excess of the amount
issued by the corporation whose works are purchased; and such
person, firm, corporation, town or city may sell or lease any of
its works, distributing system or other property to the company
as aforesaid. The company may thereupon use the said works,
distributing system or other property for the purpose of selling
gas to the inhabitants of the town or city within which the same
are situated; provided, however, that in case of any such purchase,
lease or operating contract, the prices charged by the company
to individual consumers or for public lights shall thereafter be
subject to the jurisdiction of the board, as provided by section
nine of chapter three hundred and fourteen of the acts of the year
eighteen hundred and eighty-five, and shall not in any case
exceed the prices ruling at the time of such purchase, lease or

operating contract; nor shall the company discontinue any por-
tion of the distributing system it may acquire by any such pur-
chase, lease or operating contract, but shall be subject to the
provisions of section five of chapter three hundred and forty-six
of the acts of the year eighteen hundred and eighty-six.

Section 11. So much of section seven of said chapter five
hundred and thirty-seven as fixes the price to be charged by the
Massachusetts Pipe Line Gas Company for fuel or illuminating
gas shall not apply to said Boston Consolidated Gas Company;
but the final limitation of said section prohibiting the sale of gas
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to individual consumers, except as provided in section six of said
chapter, shall apply to it except in any city or town or division
or district thereof, if less than the whole, where individual con-
sumers are now supplied by its constituent companies, and any
contract for the sale of gas by said Boston Consolidated Gas
Company to any other gas company, or to any city or town,
shall be subject to the approval of the board of gas and electric
light commissioners. Sections two and four of chapter forty-one
of the acts of the year eighteen hundred and twenty-two, entitled
“An Act to incorporate the Boston Gas Light Company”, shall
not apply to said Boston Consolidated Gas Company.

Section 12. The amendments made by the three preceding
sections shall not take effect until said Boston Consolidated Gas
Company has acquired, as provided in section three, the prop-
erty, locations, rights, licenses, powers, privileges and franchises
of all the corporations mentioned in section one.

Section 13. All stock of any corporation mentioned in section
one received by said Boston Consolidated Gas Company as part
of the transaction authorized by this act shall become the prop-
erty of said company. Such stock shall not be sold, assigned,
pledged, transferred or conveyed in whole or in part, by the
purchasing corporation, and shall be non-negotiable, and when-
ever all the property, locations, licenses, rights, powers, privileges
and franchises of any of the corporations mentioned in section
one shall have been transferred to and vested in said Boston
Consolidated Gas Company, as aforesaid, and the indebtedness of
said selling company paid, such selling company shall be dissolved
in the manner provided by law upon its petition, upon the
petition of the Boston Consolidated Gas Company, or upon the
petition of the board of gas and electric light commissioners; and
the supreme judicial court shall be authorized, upon the petition
of the board of gas and electric light commissioners, to enforce
any provision of this act.

[Section 14. LT nless all the corporations named in section one
shall within two years after the passage of this act convey their
property to the said Boston Consolidated Gas Company, in ac-
cordance with the provisions of this act, or within such further
time not exceeding three years as the board of gas and electric
light commissioners may for good cause determine, the powers
conferred by this act shall expire and terminate. Said Boston
Consolidated Gas Company shall have no authority to make,
purchase, sell or distribute gas or electricity until it shall, within
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the provisions of this act, have acquired all the property, loca-
tions, rights, licenses, powers, privileges and franchises of all the
corporations mentioned in section one.]

Section 14- Said Boston Consolidated Gas Company shall not
acquire the property, locations, rights, licenses, poxvers, privileges
and franchises of the several corporations mentioned in section one
unless it shall before the first day of August in the year nineteen
hundred and five, file with the hoard of gas and electric light com-
missioners its acceptance hereof, and an agreement that it will
xvithin twelve months from the date of such acquisition reduce the
maximum price of gas to be charged by it to ninety cents per
thousand cubic feet.

Said Boston Consolidated Gas Company shall have no authority
to make, purchase, sell or distribute gas or electricity until it shall,
within the provisions of this act, have acquired all the property,
locations, rights, licenses, powers, pirivileges and franchises of all
the corporations mentioned in section one, and the Boston Con-
solidated Gas Company shall proceed forthwith to acquire the same.

Section 15. The Boston Consolidated Gas Company shall not
by the acceptance of the capitalisation herein authorized be deemed
to have admitted for any purpose that the par value of such capitali-
zation is equal to the value of its property or to the value of the
property necessary for the proper conduct of its business.

Section 16. Said Boston Consolidated Gas Company, upon the
acquisition of the property of the corporations mentioned in section
one, shall be entitled to all those rights, powers and privileges set
forth in chapter thirty-four of the Revised Laws and in any amend-
ments thereof, and particularly in section ten of said chapter, to
which it would have been entitled if it had been the owner of said
properties and engaged in the business of generating or distributing
gas or electricity for sale for lighting purposes in the city of Boston
at the time of any votes or proceedings heretofore or hereafter passed
or taken by the city of Boston, under the provisions of said chapter,
or of any acts in amendment thereof.

Section 15. This act shall take effect upon its passage. [Ap-
proved June 10, 1903.
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Memoranda of the Transactions, all occurring on the
Same Day, June 15, 1905, whereby the Authorized
Capital of the Boston Consolidated Gas Company was
issued and the Properties of the Merging Companies

ACQUIRED, THE SUBSEQUENT ADJUSTMENT OF THE PROPERTY
Accounts and Comparative Balance Sheets as of June
15, 1905, and June 30, 1915.

151,246 shares issued for cash at $158.80 a share:
Par value of shares, $15,124,600 00
Premium, 8,893,264 80

$24,017,864 80
Paid out in cash for properties of the companies merged;

Massachusetts Pipe Line Company, . $2,460,000 00
Brookline Gas Light Company, . . 6,130,703 25
Dorchester Gas Light Company, . 1,669,000 00
Jamaica Plain Gas Light Company, . 562,500 00
Boston Gas Light Company, . . 8,148,170 42
Bay State Gas Company, . 2,830,248 47
Roxbury Gas Light Company, . , 1,555,000 00
South Boston Gas Light Company, . 660,000 00

24,015,622 14
$24,015,622 14

Balance in cash, .... $2,242 66
Excess of current assets of companies

acquired over current liabilities
assumed, 321,395 65

Fixed property, $23,694,226 49

Among the current assets acquired as
above there was cash, , . . $150,193 55

Organization expenses, . $85,599 57
Less “suspense account,” 26 06

85,573 51
64,620 04

Cash in the Consolidated company’s treasury at the com-
pletion of the consolidation, $66,862 70

Appendix C.
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The purchase account was subsequently adjusted by adding
the organization expenses less the “suspense account ” already
noted, making the total $23,779,800, and distributed among the
major items of plant and property accounts, as follows;

Real estate and buildings (gas),
Machinery and appliances,

56,750,000 00
4,428,800 00
9,000,000 00

1.250.000 00
1.175.000 00

Street mains,
Service pipes,
Gas meters,
Gas stoves, 270,000 00

21,000 00Stable equipment (gas), .

Office furniture and fixtures
Printing plant, .

35,000 00
7,000 00

Real estate and buildings (electric),
Electric plant,

110,000 00
150.000 00
150.000 00
315.000 00

47,000 00

Steam plant,
Construction of lines,
Electric meters,
Arc lamps, 23.000 00

45.000 00Transformers,
Stable equipment (electric), 3,000 00

$23,779,800 00
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Comparative Balance Sheets.

June 15, 1905. June 30, 1915.

Assets.
Capital Assets.

Gas property:
Land and buildings (gas), j §6,750,000 00 §5,934,333 15
Machinery and equipment, . . ; 4,428,800 00 6,950,339 95
Mains, 9,000,000 00 10,178,244 95
Service pipe, ; 1,250,000 00 1,541,729 01
Mains and services (betterments), .....! - 118,897 66
Meters, 1,175,000 00 1,632,909 69
Stable equipment, 21,000 00 54,265 B*2Gas stoves, j 270,000 00 271,575 16

Electric property:
Electric plant, ......... 150,000 00
Steam plant, . 150,000 00
Construction of lines, . . j 315,000 00
Electric meters, ........ i 47,000 00
Arc lamps, 23,000 00
Transformers, 45,000 00
Stable equipment, ........ 3,000 00 -

Real estate,
.........

110,000 00
Office furniture, etc., ........

35,000 00 53,368 50
Printing plant,

......... 7,000 00 6,739 16
Total capital assets, ....... $23,779,800 00 $26,742,403 05

Working Assets.
Cash, 66,862 70 112,379 92
Accounts receivable, ........ 154,754 53 445,336 60
Materials and supplies, ...... 348,394 58 221,930 97
Pipe, fittings, etc., ......

- 264,061 89
Gas appliances, .........

- 70,377 29
Insurance suspense, ........ 14,397 96 6,090 58
Taxes suspense, ......... 2,665 65 7,114 07
“Sliding scale” expense, .......

- 1,220 00
Shawmut Bank Building rent,

.....
- 3,816 51

Interest suspense, ...
- 23,742 05

Special deposits, . . . ....
- 2,536 07

$24,366,875 42 $27,901,009 00
Liabilities.

Capital stock. . . . . $15,124,600 00 $15,124,600 00
Premium realized on stock issues,

.....
8,893,264 80 8,893,264 80

Notes payable (not secured), ......
- 3,355,817 79

Outstandingstock (old companies), .....

- 2,536 07
Accounts payable, 215,758 29 218,721 16
Deposits by customers, 133,252 33 160,707 41
Taxes accrued, - 79,637 40
Reserves-employees, insurance and compensation, - 36,306 01
Inventory, adjustment suspense, - 250 00
Surplus, | - 29,168 36

| $24,366,875 42 $27,901,009 00
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Massachusetts Gas Companxe;

Balance Shee 1 June 30, 1915.

4 !ets.
Property account,
Cash in banks, .

Notes receivable: •

$55,480,455 20
422,400 58

Boston Consolidated Gas Company, . $1,196,757 94
East Boston Gas Company, . . 270,000 00
Citizens’ Gas Light Company of Quincy, 80,940 32
Newton and Watertown Gas Light

Company, 60,000 00
Other promissors, 4,083,866 62

5,691,564 88
Accounts receivable,
Bond discount suspense

5,702- 34
420,179 92

Massachusetts Gas Companies’ bonds, issue of Jan. 1
1909, in treasury, 73,402 22

$62,093,705 14
Liabilitiei

Capital:
Preferred share
Common share

$25,000,000 00
25,000,000 00

50,000,000 00
5,216,000 00
4,000,000 00

Twenty-year bonds due 1929,
Twenty-year bonds due 1931,
Accrued bond interest, 15,000 00
Accounts payable,
Accrued taxes, .

3,643 15
12,132 47

Accrued dividends on preferred shares
Reserved for dividends on common sh

83,333 33one month
ares for year ending

1,250,000 00June 30, 1916,
112,600 36

1,400,995 83
Reserved for depreciation on securities
Surplus,

§62,093,705 14
Includes

175,000 shares The New England Gas and Coke Company.
151,126 shares Boston Consolidated Gas Company.
22,749 shares East Boston Gas Company.
5,600 shares Newton and Watertown Gas Light Company
7,430 shares Citizens’ Gas Light Company of Quine:
14,989 shares New England Coal and Coke Company
4,000 shares Boston Tow Boat Company.
i,uciu ouai oo uuoiuji i w jjuui

.

1,000 shares New England Manufacturing Company.
8390,000 First Mortgage Bonds Federal Coal and Coke Comp
$141,000 First Mortgage Bonds J. B. B. Coal Company.

Appendix D.
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Profit and Loss Account June
Balance June 30, 1905,
Interest received on bonds, notes, etc.
Dividends received:

Boston Consolidated Gas Company,
Chelsea Gas Company,
East Boston Gas Companj
Newton and Watertown Gas Light

Company, 342,400 00
Citizens’ Gas Light Company of

Quincy, 123,210 00
New England Gas and Coke Com-

5,862,500 00pany,
New England Coal and Coke ( om-

698,960
176,000

00pany,
Boston Tow Boat Company, 00

Total dividend; 20,563,872 42
Profit on sale of securities
Other credits to surplus, ,
Expenses, .

217,469 75
109,015 41

$623,495
2,535,048

43
Interest (on bonds and notes), 05
Reserved for depreciation of securities
Dividends on preferred shares,

119,053 08
10,000,000
9,750,000
1,400,995

00
Dividends on common shares
Balance June 30, 1915,

00
83

$24,428,592 39 $24,428,592 39

Massachusetts C

Appendix E.

The dividends of the Boston Consolidated Gas Company aggregated $12,780,287 for this
period, but a small number of shares are held by the trustees individually and not for the

relation
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Boston Consolidated Gas Company.

The following table gives the schedules of the operating costs
of the Boston Consolidated Gas Company as computed and pub-
lished by it annually under section 3 of the “sliding scale” act
(1906, chapter 422). The figures in column 7 are designed to
give the cost at the burner, and are the aggregates of the figures
shown in columns 3, 4, 5 and 6. In column Bis a separate com-
putation of the aggregate amounts expended for “ maintenance
repairs” made up of items included in the expenses from which
the computations in columns 1, 2, 3 and 4 are made up.

Appendix G.

1. 2. 3. 4. 5. 6. 7. 8,

Year Cost in Vi'L“1 *Tu Distri- Manage- Taxes .r . ,
~

. .
ending Holder H°‘d « r

~a
l . bution ment and In- T°* al Mamte-

Jtjne 30. of Gas °*9as Cost Cost suranee nance
made P ur" Holder ~ M M per M Repairs

P-M. “ *S£ P oid -M

1906, . . 50.3431 $0.2894 50.3173 $0.0843 50.1009 50.0686 50.5711 50.0575
1907, . .3130 .2995 .3181 .0859 .0850 .0682 .5572 .0536
1908, . .3147 .3045 .3263 .0804 .0829 .0668 .5564 .0550
1909, . .2987 .3050 .3099 .0732 .0784 .0657 .5272 .0463
1910, . .2353 .3010 .2722 .0717 ,0798 .0620 .4857 .0453
1911, . .2327 .2993 .2713 .0692 .0765 .0744 .4914 .0442
1912, . .2273 .2989 .2689 .0712 .0646 .0778 .4825 .0445
1913, . .2495 .2989 .2831 .0622 0657 .0777 4887 .0389
1914, . .3014 .2995 .3106 .0673 .0684 .0789 .5252 .0452
1915, . .2631 .2997 .2883 .0636 .0622 .0775 .4916 .0437
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The following table gives the companies and municipal plants
selling over 100,000,000 cubic feet of gas in the year ending
June 30, 1915, and maximum net prices prevailing on that date
as compared with output and prices of same companies for the

Appendix H.

year erding June 30, 1906:

1906. 1915.

Gas sold Net [ Gas sold Percent- Net
(Cubic Feet), Price, j (Cubic Feet). Price.

Boston, 3,479,998,565 1 SO 90 5,209,027,794 1 50 SO 80
Citizens’ (Quincy), . 9,870,620 2 00 125,865,592 1,175 1 20 2

East Boston (Chelsea), . | fe’ill’llt 100
466,644’ 19* '

, J 171458'500 100 ' 544,120,756 124 90 <Newton (Waltham), . ll5 -

Brockton, 109,871,600 1 25 339,744,800 209 1 05
Cambridge,

.... 468,174,188 90 ! 916,046,209 ■ 96 80
Charlestown, .... 190,244,263 90 I 303,792,358 60 80‘
Fall River 371,796,107 90 : l 636,705,775' 71 80
Fitchburg, 49,437,400 1 45 131,128,000 165 1 10'
Haverhill 170,759,050 1 00 ■ 293,604,000 72 80'
Holyoke,* 121,570,500 1 20 208,939,940 72 90
Lawrence, 290,425,210 1 00 ■ 487,150,448 68 85 >

Lowell 506,096,800 90 644,339,400 27 85
Lynn, 410,221,100 90 i 824,247,900' 101 75
Malden, 181,385,700 1 10 614,919,950' 239 90
New Bedford 195,149,193 1 00 598,440,820 207 80"
Pittsfield, 66,889,000 135 ;■ 206,598,000 209 100
Salem, 90,332,400 120 i 192,052,900' 113 1 00"
Springfield,

....
328,215,000 95 i 880,637,000 168 85

Suburban, 35,242,100 1 15 ! 198,357,184 463 90
Taunton, 76,559,000 1 10 i 144,942,700 89 1 00
Worcester, 444,687,400 90 | 891,801,200 101 75

1 Includes gas sold to private consumers and public lamps only.
2 $l.lO commencing Oct. 1, 1915.
1 Reduced from $1,20 to $l.lO July 1, 1906; from $l.lO to $1 Jan. 1, 1907; and from 85 to 80 cents

Aug. 1, 1914, on recommendations of the Board. The other reductions were made voluntarily,
4 Reduced from 90 to 85 cents Aug. 1, 1915, on recommendation of the Board.
1 Reduced from 90 to 85 cents Oct. 1, 1910, on recommendation of the Board; voluntarily re-

duced to 80 cents July 1, 1912.
6 $1 commencing July 1, 1915.
7 Reduced from 85 to 80 cents Feb. 1, 1913, on recommendation of the Board.
* Municipal plant.

9 Reduced from 90 to 85 cents March 1, 1915, on recommendation of the Board.
10 Reduced from SI to 90 cents Aug. 1, 1906, on recommendation of the Board; voluntarily

reduced to 80 cents Oct. 1, 1911.
11 Reduced from $1.20 to $l.lO April 1, 1909, on recommendation of the Board; voluntarily

reduced to $1 Oct. 1, 1911.




