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To the Honorable the Senate and House of Representatives of the Common-
wealth of Massachusetts.

Chapter 158 of the Resolves of 1916 reads as follows

Resolve providing for a Special Commission to consider the
Financial Condition of the Boston Elevated Railway Com-
pany.

Resolved, That the lieutenant governor, the president of the senate,
the speaker of the house of representatives, two members of the senate
to be appointed by the president, four members of the house to be ap-
pointed by the speaker, and the members of the public service commis-
sion and the Boston transit commission be, and hereby are, made a com-
mission to consider the financial condition of the Boston Elevated Railway
Company and what changes, if any, should be made in existing laws
relative to that company to enable it to meet the reasonable demands of
the public for the extension and improvement of its system of trans-
portation; also the advisability of any changes in subway rentals, any
reduction in taxes, and any increase in fares or changes in the present
transfer system. Said commission shall report to the next general court
not later than the fifteenth day of January, its recommendations for
legislation relative to the above matters, and such further recommenda-
tions as in their judgment may be necessary or desirable to enable the
company to provide a more efficient service and improve its credit. The
lieutenant governor, the president of the senate, the speaker of the house,
and the members of the public service commission and the Boston transit
commission, shall receive no compensation for such service. The other
members shall receive such compensation as may be approved by the
governor and council, and the commission may, subject to like approval,
incur necessary expenses. [Approved June 1, 1916.

Cfrc Commontoealti) of Massachusetts.

REPORT ON THE FINANCIAL CONDITION OF THE BOS'
TON ELEVATED RAILWAY COMPANY.
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In accordance with this resolve the Special Commission met
and organized hy the election of His Honor the Lieutenant
Governor, Calvin Coolidge, as chairman, and James B. Noyes
of the Boston Transit Commission as secretary.

Various printed exhibits were presented and will be available
for use by the members of the Legislature. Public hearings
were held, advertised in all the Boston papers and in the papers
of all other communities served by the Boston Elevated Rail-
way Company. Special notices were sent to the mayors of
cities and chairmen of boards of selectmen in communities
served by the company, to the various counsel for these com-
munities, to the chambers of commerce, real estate exchanges,
boards of trade, local improvement associations, and all other
organizations which presumably might have an interest in the
subject. In addition, the Commission has had many con-
ferences with the representatives of the Boston Elevated Rail-
way Company, of the cities, and of other groups interested,
and with various other parties. The Commission found itself
unable to complete its report as required by the resolve on or
before Jan. 15, 1917, and was obliged to ask for an extension
of time.

After careful consideration of all the matters involved, and
as thorough a study of the situation as time and the other
duties of the two commissions would permit, the Special Com-
mission now submits the following report to the General Court.

The above resolve was the consequence of a communication
addressed by the Boston Elevated Railway Company to His
Excellency the Governor, dated May 22, 1916, which was
transmitted by His Excellency to the House of Representatives
May 23 with a recommendation that a commission be appointed
to inquire into the matter therein set forth. These communica-
tions follow: —•

Executive Department, Boston, May 23, 1916.

To the Honorable Senate and House of Representative
I transmit herewith a copy of a communication to me from the Boston

Elevated Railway Company for your consideration. This communication
sets forth that “at the present time the company is unable to obtain the
additional necessary capital for the equipment of the tunnels and rapid
transit lines now in the course of construction, and for other necessary
additions and improvements, for the reason that it has already issued
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the amount of bonds allowed by law and is unable to sell its stock at
par, which is the minimum price required by law.”

The company requests that provision be made for the appointment of
a commission to report to the next General Court as to whether or not in
its opinion it is advisable for the State to take any action, either by way
of legislation or otherwise, with a view to enabling the company to obtain
a net revenue adequate for its corporate and public purposes, and if so,
what action.

The Public Service Commission has already made a partial inquiry
into the matters set forth in the communication of the Boston Elevated
Railway and both that commission and the Boston Transit Commission
have important jurisdictions involving the property.

I recommend, therefore, that you establish a commission of which the
members of these two commissions shall also be members, and add to
them five other members, or such number as you may approve of, and
authorize the commission so constituted to inquire into all matters set
forth in the communication and make report thereon.

Samuel W. McCall,

May 22, 1916.

His Excellency Samuel W. McCall, Governor of Massachusetts, State
House, Boston

Your Excellency: By chapter 149 of the Resolves of 1914 the
Public Sendee Commission was instructed to make “a complete investi-
gation and study of the transportation needs, present and future, of
Boston and certain other cities and towns, . . . with particular reference
to all problems relating to capitalization, revenue, revision of fares and
depreciation of properties.”

Pursuant to this resolve and the ensuing investigation, the Commis-
sion made a report to the Legislature on the ninth day of April, 1915.

With regard to a possible revision of fares the Commission said
We realize that it is desirable, in the general public interest, that the Boston

Elevated Railway Company should be prosperous. If it should be unable under
good management, and after making proper provision for the maintenance and
depreciation of its property, to earn fair dividends for its stockholders, transporta-
tion development would undoubtedly be seriously impaired. We are also aware
that the company’s stock is selling below par, and that its present financial condi-
tion seems, at least, less favorable than has been the rule in the past. At the same
time, we do not feel that it is advisable seriously to consider any change in fares at
the present time.

The Commission then gave the following as important reasons for
reaching this decision:

First. Without undertaking to analyze or pass judgment upon the present
financial condition of the Boston Elevated Company, it seems clear that the dis-
turbance in general business conditions which has been prevalent makes present
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results from the operation of that company an untrustworthy guide as to its under-
lying financial strength. It would be unwise to base any conclusion as to the need
for a revision of fares upon a showing made in a period of general financial depres-
sion, and still more unwise to adjust such a revision to the apparent exigencies, if
there be any, of a situation -which may be temporary only.

Second. Up to the present time the company, so far as we have any knowledge,
has not asked for a change in its contractual relations with the Commonwealth,
nor has it definitely declared that those relations render it impossible to serve the
public efficiently and well.

Third. Even if the company should ask for such a change, and it its need for
relief were apparent, the question as to what form such relief should take would
be one which would call for the best thought which the community could give to
it. Assuming that no improper diversion of funds or waste through mismanage-
ment could be found, a matter which would of course require careful investigation,
it would still remain a question whether fares should be raised or whether the
financial situation should be improved by other changes in conditions, for ex-
ample, by an abridgment of transfer privileges, by a decrease in taxes, or by a
lessening of burdens relative to the care of the streets. Investigation might also
show that a plan of public ownership with either private or public operation, such
as the Boston City Planning Board has suggested, would make possible a decrease
in capital charges for interest and dividends which would sufficiently relieve the
situation.

The results of the present fiscal year have confirmed the opinion
previously held and expressed by the company, that with the present
rate of fare which it is permitted to charge, the transfer privileges which
it is compelled by its charter to grant, the rentals for subways already
constructed and in process of construction, and the other burdens and
charges to which it is subject, it will be impossible for the company to
continue to raise the additional capital which is required from time to
time to provide additions and improvements to its property entirely
apart from the ability to earn a reasonable return on the money invested
by its stockholders. At the present time the company is unable to obtain
the additional necessary capital for the equipment of the tunnels and
rapid transit lines now in the course of construction, and for other neces-
sary additions and improvements, for the reason that it has already
issued the amount of bonds allowed by law and is unable to sell its stock
at par, which is the minimum price required by law.

For the above reasons it is clear to the directors of the company that,
to enable the company to accomplish its public functions, some radical
increase in its net revenue must be made possible, and for this purpose,
unless some other remedy can be provided, it is absolutely necessary
that some modification must be made of its existing contract with the
State.

In order that the Legislature may have before it such recommenda-
tions as may be necessary to enable it to reach a determination of this
matter, the company respectfully asks you to request the Legislature to
make provision for the appointment of a commission to report to the
next General Court as to whether or not in its opinion it is advisable for
the State to take any action; either by way of legislation or otherwise
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with, a view to enabling the company to obtain a net revenue adequate
for its corporate and public purposes, and if so, what action.

In view of the fact that the Public Service Commission has, already
considered these matters, and that questions relative to the possible con-
struction of future subways and the terms of rental may be involved,
which questions are under the jurisdiction of the Boston Transit Com-
mission, the company suggests the propriety of including the members of
these commissions as part of any commission to be provided for by the
Legislature.

Yours very respectfully,
Boston Elevated Railway Company,

Henry S. Lyons,
Secretary.

The exigency which called forth this action, as represented
by the company, was its inability “to obtain the additional
necessary capital for the equipment of the tunnels and rapid
transit lines now in the course of construction, and for other
necessary additions and improvements,, . . . entirely apart
from the ability to earn a reasonable return on the money
invested by its stockholders.” There is no doubt that this
exigency exists. The company cannot raise additional capital,
because it is unable to sell either bonds or stock. It is impos-
sible to sell bonds, because the law requires that the amount
of bonds shall not exceed the amount of stock plus premiums
paid in thereon, and this condition has already been reached.
It is impossible to sell new common stock, because the law
provides that it shall not be issued for less than par, and the
price in the open market is now but 77. It is impossible to
sell preferred stock, because the company must, upon its con-
solidation with the West End Street Railway Company in 1922,
issue first preferred and second preferred stock in exchange for
the West End shares, and this precludes the issue of preferred
stock in the interim. Other than the issue of bonds or stock
the only means of obtaining new capital would be by short-
term loans. The floating indebtedness of the company on
Jan. 17, 1917, was $3,260,000. To raise by this method the
amount of additional capital which will be urgently needed
within the near future would probably be impossible; and even
if it could be done, it would probably be at an excessive cost,

its Board of Directors,
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and would leave the company at the mercy of changing finan-
cial conditions, so that it might be suddenly called upon to
repay the loans without having any means of doing so.

The need for new capital is manifest. A large and growing
community cannot stand still in the matter of transportation
facilities. Extensions of service, further rapid transit lines,
additional power, new cars and other facilities must continually
be provided if the community is not to stagnate. In great
cities, particularly with the increasing construction of high
buildings, the need for rapid transit and for relief from street
congestion creates a demand for new arteries and improved
means of transportation which calls for a steady inflow of
capital. Boston is a striking example of this rule. Additional
facilities are urgently needed and ought not to be delayed.
The company has stated that in the near future it must raise
from $5,000,000 to $7,000,000 of new capital to pay for addi-
tions and improvements to the rapid transit system which have
been made or are in contemplation. These estimates have
been examined and, while there may be differences of opinion
in regard to certain items, the fact that a very large portion
of the lesser sum named will be needed is incontestable. This
does not include additions and improvements to the surface
system, nor new subways and tunnels. While the company
would not have to pay for these latter structures, it cannot be
expected to lease them upon terms which would further imperil
its ability to earn a fair return for its stockholders.

The situation, whatever its causes may be, is clearly one
which calls for definite action in the public interest. An
efficient transportation system is as essential to the health
and prosperity of a densely settled community like the Boston
metropolitan district as sound veins and arteries are to the
human body. Conditions which prevent or seriously impede
the reasonable and adequate development of such a transporta-
tion system along the lines which public safety, convenience
and economy demand cannot long be tolerated and must in-
evitably be changed. A transportation company which is
unable to meet the reasonable requirements of the public is
not a suitable public servant. In its decision on the Middlesex
and Boston rate case the Public Service Commission said:
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An impecunious street railway is a poor public servant; often it is an
unsafe public servant. It is most desirable that these passenger carriers
should have such income that they may furnish safe, convenient, ade-
quate and comfortable transportation service to their patrons. Such
service the public wants, and is willing to pay for when convinced that
it is paying only for what it gets. (See second annual report, p. 145.)

The Boston Elevated System

Certain facts relative to the Boston Elevated Railway Com-
pany and the system op'erated by it which have an important
bearing upon the present situation should at the outset be
briefly stated.

The company was incorporated in 1894, but this original
charter was amended in 1897, and the active history of the
company dates from that year. At that time no elevated
structures had been built and but one subway was in existence.
This was the original Tremont Street subway, and was leased
to the West End Street Railway Company, which then owned
and operated substantially all the surface lines in Boston and
vicinity. The Boston Elevated Railway Company leased the
West End in 1897 upon terms approved by the Board of Rail-
road Commissioners, and undertook to build certain elevated
rapid transit lines and to operate the unified system of surface
and elevated and subway lines, with free transfers and a uni-
form fare of 5 cents for a single journey of any length in the
same general direction.

Since that time the following rapid transit facilities, in
addition to the Tremont Street subway, have been completed
and put in operation:
The elevated line from Sullivan Square to the North Station and from

Nassau Street to Forest Hills.
The elevated line on Atlantic Avenue.
The East Boston Tunnel.
The Washington Street tunnel.
The Cambridge subway, including the elevated connection and Beacon

Hill tunnel.
The East Cambridge viaduct extension.
The Boylston Street subway.
The East Boston tunnel extension.
The Dorchester tunnel from Park Street to the South Station.
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In addition, the Dorchester tunnel from the South Station to
Andrew Square is now in process of construction, also the ex-
tension of the elevated line from Sullivan Square to Everett.
During the same period 183 miles of new track have been added
to the surface system.

The total mileage of the entire system, computed as single
track, on June 30, 1916, was 517.5 miles, of which 466.1 were
on the surface and 51.4 in subways and tunnels or on elevated
structures. The permanent investment in the system in-
creased from §25,291,913 in 1897 to §116,022,060 in 1916, an
increase of 358.7 per cent. During the same period the popula-
tion in the territory served increased only 49.7 per cent., and
revenue passengers carried increased only 110.6 per cent. In
1897 the investment per dollar of total income was $2.90,
while in 1916 it was $6.18. Of the total amount invested on
June 30 of the latter year, $50,983,019 had been furnished by
the Boston Elevated Company, $40,210,777 by the West End
Company, $995,092 by other leased lines, and $23,833,172 by
the city of Boston.

The city has furnished the capital for the construction of all
the subways and tunnels with the exception of the Cambridge
subway; but the rentals paid by the company are sufficient,
except in the case of the East Boston tunnel, to cover all in-
terest charges and to provide a sinking fund in addition which
at some time in the future will retire the bonds issued for
construction although not in all cases at the maturity of
the bonds. These structures cost the city nothing for main-
tenance or equipment, not a dollar raised by taxation (except
for the present small payment on account of the East Boston
tunnel), and, indeed, nothing but the use of its credit, and
they are sure to become in time the unencumbered property
of the municipality, from which a large income can then be de-
rived. The leases are, on the whole, more favorable to the
city than those which have been made or are contemplated
elsewhere in this country. Some information in reference to
the character of subway and tunnel leases in other cities is
given in an appendix to this report.

The cost of these underground structures has been enormous.
The original Tremont Street subway was the first to be built
in the United States, and, with the exception of the one in



1917.] SENATE — No. 344. 11

Budapest, was the first shallow subway under city streets (as
distinguished from a deep tunnel) to be constructed anywhere
in the world. Built in large part under Boston Common, and
at a time of severe business depression, it was relatively in-
expensive. It was followed, however, by the construction of
others which were far more costly. The Washington Street
tunnel, for example, cost an average of $1,313 per linear foot, or
$6,908,600 per mile. The expense of the elevated structures,
including the high land damages which have been assessed,
has also been very great.

So large is the present system that it is now possible to ride
very long distances for 5 cents! In Boston the maximum ride
from the center of the city is to Milton Lower Mills via Forest
Hills, a distance of 9.76 miles. A passenger may, however,
not only ride from the center of the city, but he may, for in-
stance, ride from Arlington to Boston and continue his ride as
far as Mattapan or the Charles Biver, a total distance of 18
miles or more, for 5 cents, and even longer rides than this are
possible. There is little doubt that, with the increasing facili-
ties for transportation for a 5-cent fare to suburban districts,
and the growth of those districts, the average length of ride is
increasing, and with it the service which the passenger receives
in exchange for his nickel. The Public Service Commission
and the Boston Transit Commission, reporting to the General
Court in 1914, estimated “that the limit of a profitable haul,
without allowing any greater return on the investment, and
for depreciation, than at present, is probably less than 4J miles.
Any passenger who rides a greater distance than this is getting
more than he pays for, and any one who rides less than this is
getting less than he pays for. This statement is as close an
approximation to the truth as can be deduced from the avail-
able statistics.”

It is doubtful if there is any city in the United States in
which it is possible to ride a greater distance for a 5-cent fare
than in Boston. With the exception of New York, no city in
this country has so extensive a system of subways and tunnels,
and in no other city are free transfers now given between the
surface system and all rapid transit lines. It is a fact that
this community has a system of urban transportation which is
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in certain respects one of the best in the United States, if not
in the world. This is the testimony of well-informed foreign
engineers who have examined the system.

Increased Charges. At the time of the passage of chapter
500 of the Acts of 189/', the Tremont Street subway was
nearly completed, and part of it was already in use. The act
provided definitely for the construction of the East Boston
tunnel and, upon the request of the company, for the con-
struction of a subway from about the corner of North Russell
Street and Cambridge Street to Scollay Square, which was
later superseded by the tunnel under Beacon Hill to Park
Street, known as the Cambridge connection. The annual cost
of these three subways or tunnels to the company in the form
of rentals was, for the year ended June 30, 1916, about
$324,000. The rentals of the Washington Street tunnel, the
Boylston Street subway and the East Boston tunnel extension,
already in operation, but which were not provided for in the
act of 1897, have added $661,000; and the Dorchester tunnel,
now nearly completed, will add about $441,000 more, making
a total addition of $1,102,000, bringing the total subway
rentals paid by the company up to about $1,426,000.

Increased Costs of Labor and Materials. The burden upon
the company in late years has been greatly enhanced by the
rapidly advancing cost of labor and materials. Following the
strike of 1912 the decree of a board of arbitration early in 1914
advanced the wages of the men by an amount which it was
estimated at the time would aggregate $1,500,000 for the
ensuing three years, without including minimum wage and
overtime payments which were provided for in the decision.
More recently, wages were further advanced, beginning May 1,
1916, by an amount which, it is estimated, will total $1,800,000
during the next three years. Payments to labor were also
increased by the passage of chapter 833 of the Acts of 1913,
known as the nine in eleven hour law. Coincident with the
increase in wages, prices of materials have advanced. In-
dependent of war prices, it is undisputed that, while certain
costs may have become less, the average cost of materials used
by street railway companies has very much increased in recent
vears. This increase has rendered it impossible for the com-



1917 SENATE —No. 344. 13

pany to secure as large financial benefits as might otherwise
have resulted from improved methods and increased efficiency
of operation. The abnormal prices prevailing at the present
moment, moreover, constitute a serious embarrassment, coming
as they do at a period when large expenditures for materials
and equipment are imminent.

Taxes. The taxes assessed upon the company for the year
ended Sept. 30, 1916, and charged to operation, amounted to
$1,040,096, made up as follows:

Real estate tax, 8434,748
403,150
160,786

Corporate franchise tax,
Compensation tax, .

Miscellaneous, 41,412

$1,040,096

In addition, the law imposes upon the company the duty of
keeping the street surface in repair within its track locations.
The first two of these taxes, and the Federal tax included under
“Miscellaneous,” are levied upon all street railway companies,
and, indeed, upon public service corporations generally. In
substitution for the duty of repairing the streets, other street
railway companies pay the so-called “commutation” or excise
tax. The compensation tax which the Elevated pays, however,
is a special tax levied upon no other corporation in the Com-
monwealth. It was imposed by section 10 of chapter 500 of the
Acts of 1897, which section contains the contract between the
company and the Commonwealth, as “compensation for the
privileges herein granted and for the use and occupation of the
public streets, ways and places by the lines of elevated and
surface railroad owned, leased and operated by it.”

Miscellaneous Additional Burdens. Additional burdens have
been imposed upon the company, by reason of legislation en-
acted in recent years, which could not reasonably have been
foreseen in 1897. One was the nine in eleven hour law above
referred to. There has also been an increase in payments for
injuries and damages, in large part due to the act of 1914
(chapter 553), by which the burden of proving want of care
on the part of the injured person is placed upon the defendant.
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The workmen’s compensation law and other laws advantageous
to labor have also caused additional expense. All of these
burdens the company has been obliged to meet, without in-
creasing the price of what it has to sell, as an industrial con-
cern could do.

Outstanding Capitalization. - It may safely be said that
there is no water in the capitalization of the system. It rep-
resents, or should represent, if public regulation has been
efficient, the actual fair cost of the property. The outstanding
bonds and stock of both the Elevated and West End com-
panies have all been issued under the supervision and with the
approval of the Public Service Commission or its predeces-
sor, the Board of Railroad Commissioners; and with the excep-
tion of the $6,400,000 preferred stock issued in 1887 with the
approval of the Railroad Commission, in exchange for stock
of four constituent railways, they have been paid for in cash
and the proceeds have gone into the property. Indeed, much
of the stock has been issued at a premium, Elevated premiums
amounting to $2,707,428, and West End premiums to
$3,003,372. The $6,400,000 of West End preferred stock,
above mentioned, was found by the Railroad Commission
through appraisal to represent value in actual property.

As the Public Service Commission stated in the “Bay State
Rate Case:” ■—

The general purpose of the so-called “anti-stockwatering” laws is to
limit capitalization to honest and reasonable investment, dollar for dollar.
When, after careful investigation, securities are approved under these
lawr s as “reasonably necessary” for lawdul purposes, investors have a right
to rely upon the finding so made, and the Commonwealth, in the absence
of fraud or manifest mistake, can hardly be heard to say at a later date
that the issue was excessive.

It must therefore be assumed that the outstanding capitali-
zation in the present case represented, at the time of its issue,
bona fide investment in property devoted to the public use,
and that it still represents such investment, except so far as
property may have been abandoned for such use, or lost with-
out replacement through conduct amounting to mismanage-
ment.
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Returns to Stockholders. Nor can it be claimed that the
return received by stockholders has been excessive. Elevated
dividends have been at the rate of 6 per cent., except in the
last three fiscal years, when the rates have been, respectively,
5, 5| and 5 per cent. As above stated, however, premiums to a
substantial amount have been paid in on the issue of stock.
Including these premiums, a 6 per cent, dividend amounts to
but 5.389 per cent, on the money actually subscribed for the
stock. West End dividends since the lease have been at the
rate of 8 per cent, on the preferred stock and 7 per cent, on the
common stock; but these dividends, it should be remembered,
were fixed and approved by public authorities. The West End
dividends paid in the last fiscal year amounted to but 6.36
per cent, on the par value of the common and preferred stocks
plus cash premiums paid in.

Views of Previous Tribunals. The financial condition of the
Boston Elevated Railway Company has been considered by
other tribunals which have investigated the subject. The
Public Service Commission and the Boston Transit Commis-
sion, sitting as a Joint Board under chapter 108 of the Resolves
of 1913, made the following statement:

It is apparent from the figures which have been given that the invest-
ment obligations of the Boston Elevated Railway Company have been
increasing much faster than the earnings, and that its surplus over divi-
dends is exceedingly small. The gross investment has, of course, been
greatly expanded by the many costly additions which have been made
to the transportation system. The table in Appendix 11. shows that the
deficit at the close of the last fiscal year was $496,377. If the company is
to earn its interest and fixed charges and a dividend of 6 per cent, for the
year ending June 30, 1914, it must not only cover this deficit but earn
the further sum of $315,764 in order to pay additional fixed charges and
dividends on additional capital stock, thus requiring $812,141 more
than was earned for the last fiscal year. Moreover, within the next two
or three years the company will have to operate three additional subways
which it has already leased, and the rental upon which will amount to
$675,000 per annum. It will also have to provide large sums for equipping
these subways and for additional power and cars. Thus, looking ahead
but a few years, it is evident that the company will have to earn nearly
$2,000,000 a year net above what it earned last year, without regard to
increases in wages or other operating expenses, if it is to maintain its
6 per cent, dividend. Added to this, the arbitration board, which has
recently rendered its report, has awarded increases in wages to the cm-
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ployees of the company which will amount to a very large sum annually.
If we add this sum to the amounts above mentioned, it is evident that
the company must be in a position to meet an enormous increase in the
demands upon its financial resources. These figures emphasize the ne-
cessity of rigid economy and a proper conservation of the revenues of
the company.

The board of arbitration, composed of Messrs. James J.
Storrow, James H. Vahey and James L. Richards, which in
1914 fixed the wages of employees after the strike of 1912,
after calling attention to the great increase of invested capital
as compared with gross earnings, said: -—•

This policy, if continued, is going to send the company to the poor-
house, and it is also going to render it impossible for the company to
obtain each year the additional capital which it must have in order to
supply the transportation service needed by the people of this community.
... It will be unutterably foolish and not tend to better traffic con-
ditions, but lead to almost irretrievable injury, if this process of over-
loading the company is not stopped, so as to give the gross earnings of
the company a chance to catch up with its capitalization. Thereafter
the additional yearly burden placed upon the company should proceed
at a rate measured in proportion to the possibilities of the situation.

Future Income Needs. The company has submitted to the
Special Commission a detailed estimate indicating that during
the current fiscal year ending June 30, 1917, its operating
expenses and charges would be increased by approximately
$1,083,000, assuming the same amount of traffic as was carried
in the previous year and no decrease in any items. For the
following year, ending June 30, 1918, the similar estimate in
comparison with the year ended June 30, 1916, is an increase
of $1,957,000, and for the year ending June 30, 1919, an in-
crease of $2,326,000. These estimates are based upon the ad-
vance in wages, additional expense for the repaving of streets,
a further small appropriation for depreciation, additional taxes,
increased interest charges and subway rentals, and the addi-
tional amount necessary to pay dividends of 6 per cent. The
company has also submitted an estimate of additional net
earnings for these years, due to probable increase in traffic.
Combining the two sets of figures, the deficit after the pay-
ment of 6 per cent, dividends, upon the company’s assumptions
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and estimates, would be $546,000 for the year ending June 30,
1917, $856,000 for the following year, and $633,000 for the year
succeeding that. Upon this basis the amount actually applica-
ble to the payment of dividends would be 3.7 per cent, for the
first year, 2.4 per cent, for the second year and 3.4 per cent,
for the third year.

The Pkima Facie Case
The evidence justifies the conclusion that the company has

endeavored in a spirit of co-operation to meet the demands of
the public for rapid transit facilities, although the cost has been
far greater than any one would have ventured to predict at the
time when the company was organized; that for a smaller fare
than was formerly paid, considering the distance traveled and
the value of money, the facilities now furnished are immeasur-
ably superior to those formerly enjoyed; and that the com-
pany has, particularly within the past few years, been subjected
to heavy additional burdens. The facts and figures sub-
mitted by the company are also at least sufficient to establish
a prima facie case, not only that its stockholders have not
received of late a fair return upon actual cash investment, but
also that this return is likely to decrease in the immediate
future. Certainly the stock of the company is not now at-
tractive to investors.

The Contract of 1897

Faced by a similar situation, the course which any other
railroad or railway in the Commonwealth would follow i
clearly marked and definitely provided for in the general
statutes. It would, no doubt, file with the Public Service Com-
mission, in accordance with those statutes, notice of a pro-
posed increase in rates. Thereupon that Commission could
either allow the increase to be made at once, or it could, and
probably would, suspend its taking effect pending a thorough
investigation and subsequent approval or disapproval, and in
these proceedings the burden of proof to show the justice of the
increase proposed would be upon the compa
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This course, however, the Boston Elevated Railway Com-
pany cannot at present pursue. When its charter was recon-
structed in 1897 the company, before investing millions of
dollars in the elevated lines, insisted upon a special guarantee,
which took the form (see St. 1897, c. 500, § 10) of a contract
with the Commonwealth extending to 1922, under which the
company is assured of the right to charge a 5-cent fare so long
as it does not earn more than S per cent, upon its stock, but is
prohibited from charging any higher rate, while the public is
guaranteed free transfers between elevated and surface lines.
If dividends in excess of 6 per cent, are paid, however, an
amount equal to such excess of dividends must be paid to the
public. This contract, which was regarded as a valuable asset
when made and for many years thereafter, and has been
zealously guarded in all subsequent legislation, has now ap-
parently become a liability instead of an asset, and the
company seeks special legislative relief.

This contract has, it is hardly necessary to say, an important
bearing upon the present situation. It is, so far as we are
aware, unique in the history of the Commonwealth. Street
railway companies have frequently, when accepting location
grants, pledged themselves not to charge a fare higher than
5 cents within a given territory, but they have in such cases
been afforded no special protection against a reduction in the
rate. In considering such a pledge, the Board of Railroad
Commissioners in 1904 said:

When a company before opening its railway pledges itself to specific
fares it may rightly be asked to experiment with such fares a reasonable
length of time, even though stockholders must meanwhile go without
dividends for a longer period than would have been necessary had no
pledges been given. It is a risk which the stockholders fairly take in
authorizing these pledges. (Thirty-sixth annual report, p. 12.)

Boards of aldermen and selectmen in granting street railway locations
naturally inquire into the purposes of those who seek to obtain them.
If at such a time, instead of relying upon its right to leave fares to future
determination as to what may prove to be reasonable charges, a com-
pany chooses to pledge itself to specific rates, its failure to realize at
once the expected profit from the undertaking would hardly justify the

In a similar case in the same year it said
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establishment of a higher rate in violation of the assurances given. Rely-
ing upon these assurances, not only may the public authorities have been
induced to grant rights in the streets in the expectation of relieving con-
gested city and town centers by a better distribution of homes, but indi-
viduals, in many instances in considerable numbers, may have been led
to change their places of residence and mode of life. (Thirty-sixth annual
report, p. 10.)

In view of this contract, the situation must be approached
primarily from the standpoint of public necessity, and private
needs considered only so far as they coincide with the general
public interest. This was, indeed, indicated in the resolve
under which the Special Commission was appointed. The
essential question which we are asked to consider is, what
changes, if any, should be made in existing laws relative to
the company “to enable it to meet the reasonable demands
of the public for the extension and improvement of its system
of transportation.”

Measures of Relief.
As has already been stated, however, it is obvious that the

situation does call for some action even if viewed solely from
the standpoint of public necessity. The present stoppage of
new capital will, unless the impediments are in some way
removed, create at no distant date intolerable transportation
conditions within the metropolitan district. Various measures
of relief have been suggested by the company and by others.
The company has, indeed, offered no definite program, but has
merely presented to the Commission several alternative proposi-
tions for its consideration. It is unnecessary to consider at this
time all of the suggestions which have been made and studied
by the Commission, but a number of them should be discussed
in detail. Having decided that it is for the interest of the
public to provide some remedy for the situation, the problem
before the Commission has been to devise a plan which would
furnish such remedy with a minimum burden upon the public,
and, if possible, with no burden at all. To the solution of this
problem much time and thought have been given, as a result
of which the Commission is prepared to recommend certain
measures of relief which require legislative sanction, and which
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it believes will afford a reasonable, though perhaps only tem-
porary, solution of the problem. The measures recommended,
with one exception, viz., the abolition of the compensation tax,
impose no burden upon the public. In other words, the Com-
mission does not now recommend either an increase in fares, a
charge for transfers, or a reduction of those taxes which the
company pays in common with other public service corpora-
tions.

The measures of relief, therefore, may conveniently be
divided into two classes:

I. Measures imposing no additional burden upon the public.
11. Measures which do impose an additional burden upon the

public.
The Commission recommends without hesitation the adop-

tion of ail the measures enumerated under the first head, be-
lieving that they are fair and reasonable, and not in any way
dependent upon the results of further study. It recommends
but one measure of relief under the second head, namely, the
abolition of the illogical and arbitrary compensation tax. This
and the other recommendations of the Commission are made
with the primary object of enabling the company to furnish
the public with better service, and with extensions and im-
provements in transportation facilities.

I. Measures imposing no Additional Burden upon the Public.
The important proposals which fall within this class are the

following:

1. Return of the $500,000 deposited with the Commonwealth.—
By the terms of its charter the company was required, at the
time of its organization, to deposit with the Treasurer of the
Commonwealth the sum of $500,000 in cash or approved
securities, as a guarantee fund for the payment of executions
for abutters’ damages, and for any failure of the company to
carry out the requirements of the charter. The deposit is in
the form of 3 per cent. Massachusetts State bonds. At the
time when the act was passed the company held no property,
and to require such a deposit was a wise precaution. To-day,
however, after an existence of twenty years, it holds large
amounts of property, has complied with the provisions of the
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charter, and has paid practically all the abutters’ damages.
There would seem to be no valid reason for longer holding this
deposit, as there is now ample security for the payment of any
legitimate claims against the company.

The CCommission therefore recommends that the deposit be
returned, so that it may be used for purposes for which the
issue of additional bonds or stock would otherwise be necessary.
A draft of a bill so providing accompanies this report.

2. Public Acquisition of the Cambridge Subway. As already
stated, all of the subways and tunnels which the company
uses, with the exception of the Cambridge subway, have been
built and are owned by the city of Boston. The established
policy of public ownership was departed from in this one case,
because the company had an existing right to build and own
an elevated structure along the route which the subway follows
in Cambridge, and insisted, as a condition of surrendering this

,Ny subway which might beright, upon building and ownir
substituted for the elevated lim
property at cost to the Comm
thereof.

It is now willing to sell this
iwealth or to any subdivision

subway were provided largely by
When 6 per cent, dividends are

nnpany the interest, about ba-
lded the taxes of about If per

The funds for the Cambridge
the issue of stock at 110 and 105
paid, it therefore costs the c
per cent., to which must be s

■cut. on that portion of the money which was raised by the
issue of stock, or a total of approximately 7 per cent. If the
Commonwealth should buy this structure, raising the money

by the issue of bonds, and should lease it to the company at
the usual rental of 4| per cent., the company would thereby I
provided with additional capital at a cost of per cent., or
materially less than the cost if this capital were raised by an
issue of its own securities, if this could now be made. This
would supply the funds which are so urgently needed within
the next few years for additional power, equipment, etc., and
would also place the company in a position to undertake sorm
extensions of its system. This transaction would not reduce
existing charges, because the cost of the Cambridge subway is

nted by outstanding capital which could with difficult
be retired. It would merely provide the company with new
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capital at a lower rate of interest than it would otherwise have
to pay.

This Commission believes that it is eminently desirable that
the entire system of subways and tunnels should be publicly
owned, and that the opportunity now offered to place this great
underground highway, like the others, in public hands should
not be lost. It recommends legislation to this effect, and a
draft of a bill to accomplish the end desired is herewith sub-
mitted. This draft provides that the Commonwealth should
make the purchase, since the subway is outside the limits of
the city of Boston, and no other municipality is in a favorable
position to finance the undertaking. It provides, however,
that the purchase shall be for the account and for the benefit
of the municipalities served by the subway, and that all
revenues received in excess of the amount required to pay the
interest upon the bonds issued by the Commonwealth and to
provide for their ultimate payment, or any deficiency therein,
shall be apportioned among these cities and towns as the Gen-
eral Court shall hereafter determine. The possibility of any
deficit is negligible, for the subway will be leased upon the same
basis as the structures which are owned by the city of Boston,
and which are regarded by that city as a very valuable invest-
ment, and the rental will be sufficient to cover interest and
sinking fund requirements. Provision has been made for the
acquisition, not only of the subway proper, but of the terminal
in Cambridge, the location upon the Cambridge bridge and the
elevated structure connecting the bridge with the Beacon Hill
tunnel, so that the operating unit, in connection with the
Boston-owned system, will be complete. The price to be paid
is the actual cost to the company, to the extent that this has
been or is to be met through the proceeds of securities issued
under public supervision, the total amount involved being in
the neighborhood of $9,000,000. Provision is also made for
payment in installments of such amounts as may be necessary
from time to time to furnish the company with needed capital,
to be expended under the control of the Public Service Com
mission.

3. Authority for the Company to make Loans or Advances
to the West End Street Railway Company from the Money re-
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ceived from the Sale of the Cambridge Subway in Order to provide
that Company with Capital. The Public Service Commission
has recently authorized the West End Street Railway Company
to issue $2,700,000 in bonds to refund existing bonds maturing
Feb. 1, 1917. The outstanding bonds carry interest at 4 per
cent., but the new bonds, in order to be sold at par as required
by the West End lease, will carry 5 per cent., which means
a substantial increase in interest charges to the Boston Elevated
Company. If these bonds did not mature until the above
recommendation had been adopted and made effective, the
company would be in the possession of funds received from the
sale of the Cambridge subway, upon which it would be paying
A.\ per cent., which it could apply to the payment of the expir-
ing West End bonds, resulting in a saving of interest as com-
pared with the refunding bonds which must now be issued. It
is quite possible that, before the expiration of the West End
lease and the consolidation of the two companies in 1922 (as
provided by chapter 740, Statutes of 1911), the West End
Company will require still further capital, which would ordi-
narily be provided by issuing its own securities, for which the
proceeds of the sale of the subway would be available.

The bill herewith submitted, providing for public acquisition
of the Cambridge subway, is so drafted as to permit such use
of the funds resulting from its sale.

4- Graduation of Subway Rentals. The enormous cost of
subways and tunnels, in comparison with ordinary facilities
for surface transportation, has already been referred to. While
such structures, if operated with a train service, with stops not
too close together, and with a dense traffic, and if accompanied
by a corresponding decrease of surface car mileage previously
run, do make possible a material decrease in expense of opera-
tion, much time elapses before traffic can be adjusted to the
new routes, and the full saving realized. Furthermore, it is
always desirable to build subways with an eye to the future,
and to provide a capacity much greater than would be re-
quired during the first few years of operation.

In view of these circumstances the suggestion that the com-
pany be relieved, during the early years of operation of a sub-
way, of a certain portion or the whole of the rental, making
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these amounts up in subsequent years with interest, is en-
titled to serious consideration. Under the present practice, on
a certain day a subway is not in operation and no rental is
being paid for it; on the very next day it is put in operation
and the full amount of the rental begins to accrue, although
the traffic which it carries at the beginning is, for the most
part, not new traffic but business diverted from other lines.
There is no sudden increase in the total traffic of the system.
The burden thus imposed is very great. When the Dorchester
tunnel is opened, for example, the company will immediately
become subject to a rental of about $441,000 per year, equal
to nearly 2 per cent, on its capital stock. This Commission
is strongly inclined to the belief that in leases of future sub-
ways it would be wise to arrange to have the rental graduated
in some manner, with a low charge during the first year or
two, gradually increasing thereafter in such a manner as to put
the city, at the expiration of the lease, in the same situation
financially as if the full amount had been paid from the be-
ginning.

In other words, if the initial rental were less than the interest
charges paid by the city, this would simply amount to charging
to the cost of the subway, not only the interest during con-
struction, but the interest, or a portion thereof, during the
early years of operation. It is universally the practice, and
sound financially, to charge interest during construction to the
capital account, for it is as much a part of the cost of the
work as money spent for steel, concrete or engineering ser-
vices. It is only a step further, and merely a difference in
degree, to charge to capital some part of the interest during the
period before the work is self-supporting. The principle has,
in effect, been recognized by the Legislature in allowing the
use, without rental charge, of a portion of the Dorchester
tunnel in advance of the completion of the whole. In indus-
trial financing it is frequently necessary to pay some portion
of interest out of the capital account after the work has been
put into service. Many undertakings could not be carried out
unless this were done, for few or no properties, unless financed
largely by stock issues, can fully earn fixed charges immedi-
ately upon being put into use.
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Probably nothing could be done in this direction with refer-
ence to the leases of subways already in operation or under
construction, since these leases have been made and the bonds
for construction issued. A similar result would be achieved,
however, if the Legislature should authorize the company to
pay the whole or a portion of the rental of the Dorchester
tunnel, for a brief period after it is open for use, out of the
funds received from the sale of the Cambridge subway, pro-
vided that any amount so appropriated should gradually be
repaid out of earnings within a certain term of years. This
would be equivalent to paying rentals out of new capital, or,
in other words, temporarily capitalizing rental charges. Looked
at from another point of view, however, it is nothing more than
spreading a rental charge over several years, instead of paying
it when due.

Instead of paying the rentals of the Dorchester tunnel from
the proceeds of the sale of the Cambridge subway, the rentals
for the early years of operation could be provided by the issue
of short-term bonds, to be gradually amortized during a fixed
term of years.

This Commission believes, and recommends, that either of
these methods of meeting the rental charges of the Dorchester
tunnel should be allowed during the three years following its
opening for use, provided the Public Service Commission shall
decide in any of these years that the payment of all or a por-
tion of the charge in this manner is desirable and consistent
with the public interest. A provision to this effect has been
included in the draft of the bill providing for public acquisition
of the Cambridge subway, and also in the bill providing for
the issue of rehabilitation bonds (see 5, below).

6. Temporary Capitalization of Replacements. One of the
pressing needs of the company is for new surface cars of a
modern type to care for the rapidly increasing business, and
also to replace cars which are obsolete and ought to be retired
from service. At the present time the equipment will not
meet the demands of the rush-hour traffic, and many of the
cars are old, small and generally inefficient. If it were not
for the present abnormal level of equipment prices, probably
$3,000,000 or $4,000,000 could be spent immediately to good
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advantage in buying additional rolling stock and substituting
new cars for old. There is reason to believe that the resulting
saving in operating expense would be sufficient to cover the
interest on the investment, and also to amortize the cost of the
abandoned cars within a comparatively brief period of years.
Even with cars at their present prices, a substantial invest-
ment of this nature is distinctly desirable. As illustrating the
increasing cost of equipment, it may be mentioned that the
first 40 cars for the Cambridge subway cost $12,275 each; the
next 20 cars $11,418 each; while exactly similar cars just
ordered for the Dorchester tunnel will cost about $18,500 each.

If the company had a depreciation fund large enough for such
replacements its position would be very favorable; but on June
30, 1916, only $444,263 was in this fund, —an amount in-
sufficient for the purpose. Under chapter 671 of the Acts of
1914 street railway companies may, with the approval of the
Public Service Commission, issue bonds beyond the ordinary
limit to fund the cost of replacing or reconstructing their
property, provided they are retired from earnings within ten
years. The Boston' Elevated Company cannot, however, take
advantage of this statute in the case of surface cars, because
these belong to the West End Company, and West End secu-
rities cannot be issued, under the terms of the lease, to cover
even temporarily the cost of replacements. Under these cir-
cumstances, it is our judgment
should be permitted, with the
Public Service Commission, to
obtained from the sale of the C
chase of new equipment, or to
the purpose, with the proviso th

that the Elevated Company
consent and approval of the
use a portion of the funds
•ambridge subway in the pur-
issue rehabilitation bonds for
at the amount so procured, so

far as it represents the replacement of discarded property, shall
be repaid into the capital account out of earnings within a
period of not exceeding fifteen years. As the West End is to be
consolidated with the Elevated in 1922, it is immaterial which
company finances the purchase of new property at the present
time. The term of fifteen years is here suggested instead of
ten years, as provided in the statute of 1914, on account of the
present high price of equipment; but the term should be as
short as conditions warrant, and the Public Service Commis-
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Sion should have full discretion in fixing its length within the
outside limit of fifteen years. The recommended legislation
accompanying this act authorizes the issue of bonds or the use
of the proceeds of the sale of the Cambridge subway for thi
purpose.

6. Sale of Unused Property. The Boston Elevated Railwa
Company has in its possession real estate not at present used
for transportation purposes, and therefore available for sale.
having a large book value. Much of this property was ac-
quired from the West End Street Railway Company under
chapter 740 of the Acts of 1911, which required the Elevated
Company to purchase from the West End all real estate not
then required in the conduct of the business of either of these
companies, while the remainder consists of property acquired
for the construction of rapid transit lines but no longer needed,
together with other parcels of land. The receipts from this
property in the year ended June 30, 1916, according to in-
formation furnished by the company, were insufficient to cover
the cost of repairs and taxes

The Elevated also has other real estate which is now used in
whole or in part for transportation purposes, but which might
be sold if a price could be obtained sufficient to justify the
company in making arrangements for the transfer of the pres-
ent use to other lands. Similar real estate is owned by the
West End Company and available for sale with its consent.
There are, further, certain parcels which are bisected by rapid
transit lines, but might be sold if a purchaser could be found,
and if a satisfactory agreement could be made for a license to
maintain a building on the right of way where the rapid transit
line is located, in connection with buildings to be erected on the
land which is bisected; and there are also certain lands in
Everett and Malden, acquired under chapter 497 of the Acts of
1907, which may eventually prove unnecessary for the Everett
and Malden extension.

Much of this property is in the hands of real estate broker;
for sale, and the company is disposing of it as rapidly as it can
do so to advantage. In many cases the sale of this real estate
would probably involve a loss as compared with its book value

rhe difficulty in disposing of such property at a k
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arises from the small surplus which the company has available
against which to charge such loss. Nevertheless, unless there is

a fair prospect of disposing of such real estate to better ad-
vantage in the near future, it might in many cases be desirable
to sell it even at a loss, and to invest the proceeds where they
would yield a return in the company’s business which would in
course of time offset the loss, rather than to continue to carry it.

This Commission believes that the company should be en-
couraged to dispose of such property wherever, aside from the
bookkeeping question, it would seem to be advantageous to
do so, and that the Public Service Commission should be au-
thorized to devise some means by which any such loss, if it is
substantial, may be carried temporarily in some suspense
account and charged gradually to income over a period of
years, so that it would be unnecessary to throw the entire
burden of the loss upon the earnings of a single year.

7. The Construction of Prepayment Areas. There is no
doubt that at present there is a great abuse of paper transfers.
The enormous number of such transfers now issued by the
company, amounting to over 100,000,000 a year, makes it
practically impossible to provide in any effective way against
their misuse. In a recent disciu
Service Commission said that,
detail by the company, it seem
of the paper transfers deprives

>ion of this question the Public
'from data presented in great
clear that the illegitimate use
the company of a substantial

annual revenue which might otherwise be available for needed
improvements in its present transportation facilities.” If
additional enclosed areas can be provided at important junc-
tion points so that passengers may be able to transfer from
one car to another without a paper check, the present abuse at
these points will be eliminated and the total volume of trans-
fers issued will be so reduced that an effective auditing system
may be introduced. This Commission is of the opinion that
substantial savings may be effected in this way, and that the
proposal is in other respects in the general public interest. A
bodily transfer facilitates a more rapid and efficient car move-
ment, and usually permits passengers to make a quicker and
easier transfer without exposure to inclement weather and with-
out danger from vehicular traffic in the streets.
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I* or the construction of such areas it will at times be nece
sary to take private property; the company should therefore
be given the right of eminent domain for this purpose. Such
transfer areas at points not connected with subways owned by
the public should be constructed at the expense of the com-
pany, and with the approval of the Public Service Commission,
after a hearing of all interested parties. Where such areas,
however, may be constructed in connection with and legiti-
mately form a part of a subway line, they should be constructed
by and be subject to the approval of the Boston Transit Com-
mission, and the cost of construction should be charged to the
cost of the subway, upon which the company would pay a rental.

A draft of a bill to accomplish this purpose accompanies this
report.

Not one of the measures of relief which have been so far
considered would impose any additional burden upon the pub-
lic. For the most part, indeed, they would be desirable and
in the general interest, even if the Boston Elevated Railway
Company were in a distinctly prosperous financial condition.
They will, if adopted, make it possible for the company to
obtain, at a low rate of interest, all the capital which it will
require within at least the next three years without issuing any
of its own securities; to introduce improvements which will
ultimately result in certain economies of operation; to procure
much-needed equipment; and to secure, if necessary, temporary
relief from the heavy burden which will be thrown upon its
resources when the Dorchester tunnel is opened for public use.

It is reasonably clear, however, that these measures will not,
in the immediate future, at all events, effect any permanent
improvement in the position of the company’s stockholders.
It has been suggested, therefore, that even if new capital should
thus be made available, the company might be reluctant to use
this capital for any purpose to which it is not now committed,
and which would in any way seem further to endanger the
return to its stockholders; and also that it would be equally
reluctant, and would probably refuse, to lease any further

11. Measures which will impose an Additional Burden upon the
Public.
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subways or tunnels which the transportation needs of the
community may demand. For this reason it has been strongly
urged that some more fundamental and more positive form of
relief should be provided for in the way of further contributions
from the public to the company, to the end that transportation
development in the metropolitan district may in no way be
imperiled. Obviously, there are only two general methods
for providing such relief. The first is a remission, either tem-
porary or permanent, of taxes or other similar burdens imposed
upon the company; the second is an increase in the rate of fare.

8. Abolition of the Compensation Tax. ■ — This tax consists of
seven-eighths of 1 per cent, of the gross earnings of the com-
pany, with the proviso that if the company pays dividends in
excess of 6 per cent., a sum equal to such excess shall be paid
as a part of the compensation tax, in addition to the percentage
of gross earnings. For the year ended Sept. 30, 1916, it
amounted to $160,786. The exact theory upon which this tax
is based is difficult to-determine. Apparently the idea was
that the company was given special and valuable privileges,
for which it ought to pay some amount to the cities and towns
in which it operates, in addition to the ordinary tax upon its
franchise. It is, in effect, a franchise tax; but unlike the cor-
porate franchise tax it is levied, so far as it is based upon gross
earnings, regardless of the actual value to the company of the
privileges granted. The percentage of gross earnings must be
paid, whatever the return may be which the stockholders are
actually receiving. When the stock of a public service company
is worth less in the market than the amount of the cash in-
vestment which it represents, as is now the case with the
Boston Elevated stock, it is clear that franchise value has for
the time being ceased to exist.

Precisely why seven-eighths of 1 per cent, is a fair percent-
age of gross earnings to be taken as a tax, no one could under-
take to explain, and this illustrates the objection to the whole
arrangement. It is generally agreed at the present time that
public service corporations ought to pay the usual taxes which
are regarded as fair for corporations and individuals in general,
but that any special or additional tax upon the privilege of
doing business should take effect, as in the case of the corporate
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franchise tax, only when net earnings exceed the amount
required to pay a fair minimum return, and thus afford the
necessary inducement for the investment of capital. Judged in
this light, that portion of the compensation tax which provides
that, if the company pays dividends in excess of 6 per cent., it
shall pay an amount equal to such excess to the cities and
towns in which it operates, is a sound arrangement, and pro-
vides for a fair and equitable division of net profits over and
above a minimum amount. It is also a special provision fairly
applicable to the unusual conditions under which the Elevated
operates, for in the case of street railway companies in general
such a division of profits does not take place unless dividends
in excess of 8 per cent, are paid. On the other hand, there is
no sound basis for the provision that a definite percentage of
gross earnings should be paid as a tax regardless of the return
to stockholders or the financial condition of the company.

This Commission is therefore of the opinion that in view
of existing conditions it is just and reasonable and will conduce
generally to a more healthful state of affairs if the provision for
the payment of this portion of the present compensation tax is
abolished. We are strengthened in this conclusion by the fact
that the company has executed a definite agreement with the
city of Boston, the benefits of which it has extended to all
cities and towns in which it operates, under which it has
assumed a considerably larger burden relative to the paving of
the streets within its track locations than the law apparently
imposes upon it. In addition to keeping the street surface “in
repair,” it has agreed to assume its proportion of the expense of
installing, wherever it is thought desirable, new paving more
costly in type and construction than that which now exists.
The justice of imposing expense of this nature upon a street
railway company is open to serious question, but at all events,
there is no good reason why the cities and towns should have
the advantage of this arrangement under present conditions
and of the special compensation tax as well.

The Commission therefore recommends that the compensa-
tion tax of seven-eighths of 1 per cent, of the gross earnings, as
provided for by section 10 of chapter 500 of the Acts of 1897,
be abolished, but that the provision of said act requiring a shar-
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ing with the public of dividends above 6 per cent, shall remain
in force. This tax in any event would not be levied after 1922,
as the law now stands.

This recommendation is made in the belief that, if adopted,
it will help the company to furnish the additional equipment
and improved facilities which are so urgently needed at the
present time.

It is urged, however, that this and the other measures of
relief which have so far been recommended are not all that the
situation demands, and that further provisions ought to be
made, either for an increase in fares or for additional relief
from still other tax burdens. Taking these up in order:

Increase in Fares. The present charge for transportation
upon the system can be increased in substantially three different
ways:

(a) By increasing the unit fare from 5 to 6 cents, or, through the use
of tickets, to some intermediate sum.

( b ) By the introduction of the so-called “ zone system,
(c) By charging for transfers at certain points.

All of these methods are open to the immediate objection
that they violate the terms of the bargain between the com-
pany and the Commonwealth. Aside from this fact they may
be criticized in other respects.

If the unit cash fare should be increased from 5 to 6 cents,
it is possible that the contribution from the public might be
substantially in excess of the relief which may be necessary.
On the other hand, it is obvious that any increase in the rate
of fare would tend to cut down the total traffic, and particu-
larly that portion which is most profitable, viz., the short-haul
traffic. It follows that an increase of fare would probably not
produce additional net revenue in proportion to the increase.

The “zone system” of fares, as defined by the company,
“means any fare system by which the lines of transportation
are divided into zones or belts, in each of which an additional
fare is paid by the passenger.” In the application of such a
system to Boston the rapid transit lines would be a controlling
factor. It would be necessary to include the terminals of
these lines within the interior zone, for the reason that the ex-
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pense and inconvenience of attempting to collect additional
fares on rapid transit trains would render it impracticable.
The result would be an interior zone of about 4f miles from the
center of the city, with one or more outer zones. The fare
within any zone would continue to be 5 cents, but the charge
for a journey from one zone to another would be 6 cents or
possibly more. Aside from the fact that the collection of addi-
tional fares at zone points, in view of the heavy rush-hour
traffic, would involve additional expense and probably delay
and inconvenience passengers, the “zone system” is open to
the objection that the territory served by the Elevated Com-
pany has been developed, values have been fixed, and homes
established on the basis of a uniform fare.

The suggested charge for transfers seems, at first thought, to
have points of advantage and of equity, but its application
upon the Boston Elevated system would be difficult, if not
impracticable. The system is a combination of surface and
rapid transit lines, and so arranged that it is necessary or
desirable, in the vast majority of rides, to transfer from one to
the other. A penny charge for a transfer at such points as
Park Street, Dudley Street, Sullivan Square, etc., would as-
sume the character of a uniform 6-cent fare upon the entire
system, or else would throw a burden upon the surface lines
which they are not adapted to bear. Furthermore, transfers
are frequently given upon the surface system, not with a view
of increasing the length of ride, but for the sake of economy
or public convenience, to avoid the running of through cars.
As the Public Service Commission said of transfer privileges
in the Norfolk and Bristol Rate Case: -

If the total length of ride which can be secured by the use of such a
privilege is no longer than can be secured upon other parts of the system
where cars are routed through, we fail to see the justice in charging for
the transfer. It would mean that a passenger using such a transfer would
be subject to two additional burdens in comparison with the passenger
on a through car, first, the necessity of changing cars, and second, the
charge for the transfer. (Third annual report, p. 136.)

Remission of Burdens. As an alternative to an increase of
fares, it has been suggested that the cities and towns in which
the company operates should remit or temporarily loan to it,
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each year, a sufficient portion of the general taxes paid to
enable the payment of a reasonable dividend. In this way the
burden of relieving the company’s necessities would be thrown,
not upon the car riders, but upon the taxpayers of the com-
munity, and through them ultimately, no doubt, upon the
public in general.

There is much to be said for such an assessment of burdens.
The passengers in the cars are not the only persons who benefit
by improved transportation facilities. The merchant whose
store lies adjacent to an important subway station, or a real
estate owner in the business district or in the suburbs, the
value of whose property increases rapidly on account of new
subways or elevated structures or new surface lines, is equally
benefited, in some cases to a much greater degree, although
he may seldom ride on the street cars. The benefit to the
community of a low street car fare, on sociological and sanitary
grounds, in enabling persons of small means to live away from
the crowded centers of the city in more healthful surround-
ings, is entitled to much weight. The crowding together of
large numbers of men, women and children in certain dis-
tricts may cost the community, in dollars and cents, more than
it would to break up such congestion by making suburban
homes more attractive and more accessible.

There is no doubt that a city gains largely, financially as
well as otherwise, by every extension of its transportation
facilities, and particularly by the construction of rapid transit
lines which bring new districts within easy reach of the busi-
ness center and lead to large increments in real estate values,
thus adding to the revenue from taxes without increasing the
rate. This consideration may justify a municipality in bearing
some share of the cost of providing these traffic facilities. It
has been recognized in New York and Philadelphia that a
street railway company cannot carry passengers long distances
for a 5-cent fare in costly subways and at the same time bear
the entire financial burden and risk involved. (See Appendix
dealing with subway leases in other cities.) The community
served by the Elevated Company, on the whole, has gained all
the advantages due to the increase in property values, which
improved transit facilities necessarily produce without risk or loss.
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And no matter how the revenue of the company is derived,
it must be borne in mind that in the last analysis the entire
cost is paid by the public, though it can never be divided with
absolute equity. In addressing the Commission, his honor the
mayor of Boston said:

If it [aid to the company] is granted through legislative action, it is
the public which must in the last analysis furnish it. The company can
give the public nothing except what the public pays for. It has no in-
herited wealth and no endowment. The public must furnish the money
for the stock and bonds issued by the company, and the public must
furnish the operating revenue of the company through the fares for trans-
portation. Whether the public shall hereafter give more revenue to the
company in the form of increased fares, or permit the company to increase
its net operating revenue by retaining a larger portion of such revenue
through the medium of reduced taxes, the gain to the company in either
case must be at the expense of the public.

The most attractive plan for providing further relief through
remission of taxes which has come to the attention of the Com-
mission was devised by one of its committees. The outline of
this plan was as follows:

(a) The tax to be remitted to such extent as may be found necessary
is the corporate franchise tax, which is based upon the market value of
the stock of the company and of the West End Street Railway Company,
after deducting the value of real estate subject to local taxation. In the
year ended June 30, 1916, this amounted to $403,149.88.

This tax is paid to the Commonwealth; but with the excep-
tion of a few thousand dollars which is retained, it is distrib-
uted to the different cities and towns in which the company’s
tracks are located in proportion to the track mileage. If under
the suggested plan the entire amount of this tax should not be
remitted, the balance would be distributed on the same basis
as at present.

(6) The remission of this tax should be made only to the extent required
to enable the company to pay a dividend of 5 per cent., and should not
be made after the expiration of the company’s fiscal year on June 30,
1919, or, if the fiscal year be changed, after Dec. 31, 1919, except under
the conditions hereinafter stated.

(c) The Public Service Commission should be vested with proper au-
thority, and supplied with the funds necessary, to make a thorough inves-
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tigation annually for the purpose of ascertaining whether the company’s
business has on the whole been conducted honestly, prudently and with
reasonable efficiency during the preceding year. The annual remission
should be dependent upon the certificate of the Public Service Commis-
sion each year, to the effect that a certain sum is required to enable the
company to pay the balance of tunnel and subway rentals for that year
if it is to be enabled to pay a dividend of 5 per cent, for that year. If in
any year the Public Service Commission should certify that such sum
should be reduced because of any expenditures which when made were
unreasonable or improper or inconsistent with honest, prudent and reason-
ably efficient management, the sum to be remitted by the Commonwealth
should be reduced by the aggregate of such expenditures so certified.

This certificate should be sent to the proper official of the
Commonwealth, who would thereupon pay to the company the
amount certified out of the franchise and compensation taxes,
which of course would have been meanwhile retained by the
Commonwealth.

(d) All sums remitted in accordance with the above provisions shall be
repaid to the Commonwealth by the company, with interest at the rate
of 4 per cent, per annum, in the following manner, viz.; In any year when
the earnings of the company shall be sufficient to pay all operating ex-
penses, taxes, fixed charges, proper allowances for depreciation and obso-
lescence, and a 6 per cent, dividend, the excess of earnings over said
expenses, taxes, charges, allowances and dividend shall be paid to the Com-
monwealth on account of the sums previously remitted, and such annual
payments shall continue until the aggregate of all sums previously remitted
as aforesaid, together with interest as aforesaid, shall have been repaid
to the Commonwealth. The Public Service Commission should determine
the occasion of repayment as aforesaid, and should report accordingly to
the proper official of the Commonwealth, who should collect the same.

(e ) The sums remitted should either be withheld proportionately from
the Commonwealth and the existing cities and towns which now receive
them, or should be reapportioned upon some other plan, and the sums
repaid should be apportioned by the same method. At present the appor-
tionment is in proportion to track mileage. Possibly car mileage would
represent more properly the benefit which each community receives from
transit facilities. This, however, should be determined by the Legislature.

(/) The city of Boston shall be allowed to increase its tax limit to the
extent required to reimburse it for any loss of compensation or franchise
taxes under this plan.

(g ) In order to provide for future extensions of service the Boston
Transit Commission, either constituted as at present or constituted and
equipped somewhat along the lines suggested in the bill considered by the
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Legislature of last year (House Bill No. 2185) for the creation of a Metro-
politan Transportation Commission, should be authorized and required
to make a study of the needs of the metropolitan district for additional
rapid transit facilities, and also of the forms of leases and contracts to be
made for the operation of such facilities, and the best machinery for deal-
ing with future needs and demands of this character, with the direction
to report thereon to the Legislature not later than Jan. 15, 1918.

(, h ) The obligation of the company for the repayment of remissions with
interest as aforesaid, as provided under (d), shall continue until the total
amount of all remissions shall have been repaid to the Commonwealth.

(i) If the company shall enter into a contract with the Commonwealth
for such other and further rapid transit facilities as the Legislature, acting
directly or through some commission, may deem reasonable, after report
of the Public Service Commission and of the Boston Transit Commission,
as hereinbefore provided, the plan described above should be extended for
a period not shorter than 1922, when the charter of the company expires,
and not longer than 1936, when the present subway leases expire, on the
basis of a remission to the extent required to enable the company to pay
a 6 per cent, dividend, unless some other and better method of dealing
with the situation shall have been meanwhile devised.

(j) The whole plan above set forth shall be subject to acceptance by
the company.

It has been urged, in support of this plan, that it has all the
essentials of a reasonable provision for relief consistent with the
public interest; that it affords adequate relief but no more than
is necessary; that it provides relief only to the extent that the
company has been operated, humanly speaking, with reason-
able prudence and efficiency; that it does not remove the spur
to increased efficiency and economy, nor in any way relieve the
company from the responsibility of its own management; and
that it offers an adequate incentive to the company to co-
operate in carrying into effect reasonable plans for future exten-
sions and improvement of service, including the construction of
needed subways or tunnels.

On the other hand, objections are raised. It is urged that the
plan amounts to a public subsidy of a private corporation. If
the taxes imposed are unfair in comparison with the taxes
generally imposed, they ought, it is said, to be abolished or re-
duced regardless of dividends. If, however, they are not unfair,
when thus judged, any remission of taxes is merely a contribu-
tion from the public treasury; nor is there any logical reason
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for limiting the amount of the contribution to the taxes paid.
If this amount should fail to produce the results desired it
would be consistent with the theory to increase the subsidy in-
definitely. The argument that merchants and real estate
owners benefit from the extension and improvement of the
service furnished by the Elevated Company, and can reasonably
be expected to contribute through the payment of taxes to its
support, applies with similar force, it is claimed, to railroads
and railways, and, indeed, all public utilities in general. If,
therefore, the policy is once adopted of assessing only a part of
the cost of service upon patrons, and making up the balance
through taxes, the limits to which it can quite reasonably
and logically be carried, and the importance of the issue thus
raised, may easily be appreciated. It is also urged that the plan
imposes a burden upon all taxpayers alike, including those who
have been particularly benefited by the extension of rapid tran-
sit facilities and those who have received no benefit whatever.
It is further urged that the provision for supervision by the
Public Service Commission is likely to prove, in actual practice,
a source of continual dissension between the company and the
Commission, and between both and the general public. Even
if inefficient management could clearly be established in any
instance, the problem of relating this inefficiency to specific
expenditures expressed in dollars and cents would, it is claimed,
be practically insoluble.

9. Further Investigation. While the plan devised by the
committee, for making good possible future deficiencies in earn-
ings by a temporary remission of taxes, has made a favorable
impression upon many of the members of the Commission,
after full and careful consideration of the situation the Com-
mission has at length reached the conclusion that action along
these lines is not desirable at the present session of the Gen-
eral Court. With even greater force this conclusion applies to
any provision for an increase in fares. The reasons for this
conclusion are as follows:

First. Both of these measures of relief are radical and far-
reaching in their immediate and also in their possible ultimate
consequences. Before the adoption of any measure of this
character is seriously considered it is essential that not only
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this Commission but the Legislature and the public in general
should be convinced, by a more thorough examination of the
facts than has been possible with the time and facilities at our
command, that conditions really call for some relief, beyond
that which the Commission has herein recommended, which
cannot be attained by the company’s own efforts.

Any estimate of future income needs, no matter how care-
fully made, must necessarily be inexact and may prove to be
far from the truth. Criticism has been made of the estimate
of the company. It is urged, for example, that it fails to give
due weight to the extent by which the relative expense of oper-
ation may be reduced in the future by the diversion of traffic
to rapid transit lines as new facilities are provided, and by the
improvements of equipment and methods of car operation
which are being introduced. It is true, also, that under the
present perhaps abnormal conditions traffic and earnings are
increasing at present more rapidly than ever before in the
history of the company, and at a rate faster than that upon
which its forecast of future financial results was based. Whether
this increase will continue, or whether there will be a reaction
as has often happened in the past, is of course entirely uncer-
tain. If there were such a reaction, prices of material and sup-
plies would probably decrease contemporaneously. Positive
knowledge of the future is quite unattainable. If it were, the
problem before the Commission would be much simplified. We
believe, however, that further careful investigation should make
it possible to secure more adequate information in regard to
the probable outlook for the future, so far as the company is
concerned, than is now available.

It is also advisable that a thorough investigation should be
made, with the aid of competent experts, to determine whether
or not the company can increase its net earnings through more
efficient or economical methods of management and operation.
The accountants of the Public Service Commission, in connec-
tion with these and former proceedings of a similar nature,
have made a careful audit of the books of the company for the
past five years and report as follows:

Every phase of the accounting methods was carefully investigated, and
the auditor and his assistants were interrogated in regard to their duties
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and method of procedure, and in each and every case it would appear
that the company is following a strict interpretation of the classification
of accounts.

In this work they have assembled much information which
is of value, showing the detail of the various expenditures; but
further study of the coippany’s methods and practices should
be made before any radical measures of relief are seriously con-
sidered, if the Commonwealth is to act with wisdom and cau-
tion. In the last analysis this will, we believe, conduce to
more satisfactory results for all concerned.

In this connection it may be that a comparison should be
made with methods and practices in other important cities of
this country. Within recent years notable improvements have
been made in transportation systems of certain of the larger
metropolitan centers. If, as some think, the experience of
these other cities offers anything helpful in the treatment of
conditions in our own metropolitan district, it is desirable that
this information should be obtained. It must be borne in
mind, however, that comparisons may be entirely misleading
unless differences in conditions are adequately allowed for, and
unless all the facts are ascertained.

Second. A second reason for deferring action upon these
measures at this time is the desirability of affording greater
opportunity for public consideration of their merits or demerits.
At the present time a very -wide divergence of public opinion
exists which has been made manifest at the hearings before
this Commission and in formal communications which have
been addressed to it by various representative public bodies.
The precise form of tax remission which has been suggested is
a novel plan which has never elsewhere been considered, so far
as we are aware, although an agreement under which taxpayers
may bear a share of the expense of new facilities is in operation
in New York, and a similar agreement is under consideration
in Philadelphia. No plan ought to be approved in haste or
before every opportunity has been afforded for a thorough
public consideration of its general wisdom and consequences,
both immediate and remote, and of the limitations, conditions
and restrictions by which it should, if adopted, be accompanied
and surrounded.
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All practicable alternatives deserve consideration. It has
been suggested that consideration should be given to the ques-
tion of public ownership, not only of the subways and tunnels,
but of the entire system, and that provision should be made, as
in the case of some other cities, for the ultimate or contingent
public acquisition of the entire property upon the basis of the
investment which has been approved by the public authorities.

It is also very desirable, if the best results are to be obtained,
that the proposed measures of relief should be considered in
the light of their probable effects and consequences, as devel-
oped by an investigation such as is above suggested. In con-
sidering any proposed plan of public subsidy, for example, it is
important to know and understand the probable effect upon
the public treasury. The wisdom of any particular measure
should depend in large degree upon the practical results which
it is likely to entail. Insufficient information regarding these
matters is at present available.

Third. In the third place, if, as is reasonably clear, the
essential purpose of any measure of relief must be to enable
the company “to meet the reasonable demands of the public
for the extension and improvement of its system of transporta-
tion,” it follows as a necessary conclusion that no relief which
mayr impose a serious additional burden upon the public ought
to be extended without a definite proviso that these reasonable
demands will be met. In other words, the relief and the results
desired ought to be linked together by a strong and indissol-
uble bond. In the tentative plan devised by the committee
(above set forth) an attempt has been made to meet this
obvious necessity, but the bond is perhaps not so close as
might be desired. In the settlement of local transportation
issues which have been reached or are in contemplation in
other large American cities, final action has usually been pre-
ceded by a thorough survey and determination of the public
needs, and definite provision has been made for carrying into
execution concrete plans for the improvement of transportation
conditions.

Furthermore, while various plans have been suggested from
time to time for the construction of additional subways or for
the extension of other forms of rapid transit facilities, these
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suggestions, to a large extent, are merely the product of local
desires, and have been based upon no comprehensive study.
It is probably impracticable to attempt to draw up any well-
balanced and comprehensive plan to be carried into execution
step by step for the development of rapid transit facilities over
a long period of years, but it is quite feasible to prepare and
agree upon such a plan covering the needs for a period of per-
haps ten years. This Commission is strongly of the opinion
that the duty of preparing such a plan ought to be delegated
to some public body.

For these and other reasons this Commission believes and
recommends that the Public Service Commission should be
provided with special funds, adequate to secure the expert
assistance necessary for the purpose, and should be directed to
make a thorough investigation of the management and opera-
tion of the Boston Elevated Railway Company, and of any
other pertinent matters which may assist it in reaching its
conclusions, with a view to determining whether the net earn-
ings of the company can be increased by improved methods
and practices, reporting to the General Court not later than
the first day of February, 1918. The Public Service Commis-
sion should also be directed to continue the work of this Com-
mission and to report, upon the basis of its investigation, what
further changes, if any, should be made in existing laws relative
to the Elevated Company “to enable it to meet the reasonable
demands of the public for the extension and improvement of
its system of transportation.” It is desirable, also, that the
Commission in its investigation should give further attention
to the present status of the company’s investment, including
the allied questions of abandoned property, the provision
which has been made for depreciation in the past, and the
provision which ought to be made in the future.

In addition, the Commission believes and recommends that
the Boston Transit Commission should be supplied with ade-
quate funds and directed to submit a report for the early con-
sideration of the next General Court outlining what is, in its
opinion, the most desirable plan for the development of rapid
transit facilities covering the needs of the immediate future,
the proper provisions of future subway leases and all other
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pertinent matters. The Transit Commission has had extensive
experience in this direction, has already given much thought
to the subject, and is in a position to undertake the work with-
out loss of time or waste of effort. A resolve providing for
both of these investigations is herewith submitted. In reaching
their conclusions the two commissions should co-operate so far
as practicable.

In thus deferring definite action upon the more radical meas-
ures for the relief of the Boston Elevated Company which have
been suggested, it is important to note that no sacrifice of the
public interest is in any respect involved. On the contrary,
this interest is conserved and safeguarded. The minor meas-
ures of relief herein recommended, which impose no additional
burden upon the public, will relieve the present stoppage in
the supply of capital, and will enable the company to carry to
completion the work to which it is already committed and to
make the additional improvements which are in the mutual
interest of itself and of the public in general. They will clearly
meet the needs of the situation for at least a year and perhaps
for a considerably longer period of time. At the end of another
year it will be possible to determine, in the light of the in-
formation which will then be available, with far more wisdom
than is possible at present, what further action, if any, is de-
sirable in the public interest, the conditions upon which it
should be based, and the safeguards by which it should be sur-
rounded.

Conclusion.
As a result of its consideration of the matters referred to it

by the last General Court, this Commission has reached the
conclusion that a situation exists which clearly calls for legisla-
tive action in the public interest. Since 1897, when the Boston
Elevated Railway Company undertook the task of furnishing a
uniform system of surface and rapid transit electric railways in
Boston and surrounding cities and towns, it has been faced with
the continual necessity of providing extensions and improve-
ments of facilities which have required the expenditure of
immense sums of capital. Beyond question the burden of sub-
way and elevated construction has been far heavier than might
reasonably have been anticipated at the time of its organiza-
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tion, and from tins construction great benefit has accrued to the
public. To this burden has been added, in recent years, the
weight of rapidly increasing prices for labor and for materials,
and the obligations imposed by certain new statute laws. The
company, although its capitalization has been built up under
continuous public supervision, and although it has never paid
excessive dividends, now finds itself in a position where its
stock is selling below par, and where it is impossible to go into
the market and secure new capital through the issue of either
stock or bonds.

The company finds itself in this position at a time when the
need for new capital is at least as great as ever before. As a
city grows in size, experience has shown that its traffic needs
usually increase much more rapidly. There is every reason to
believe, therefore, that the demand for capital will continue in-
definitely, and this capital must be supplied or the public interest
will suffer. The ability of a public service corporation torender
adequate service to a growing community depends, not only
upon the efficiency with which it is operated, but equally upon
the facility with which it can provide new money and incur
new obligations. As his honor the mayor of Boston said in
addressing the Commission:

This community cannot, without blinding itself to its own interests in
progressive community effort, accept the present stage of tunnel and sub-
way construction as the final one. We cannot stand still, either in justice
to ourselves or to posterity. We must go forward in the execution of any
well-conceived plan which will bring more quickly the laborer to his
factory, the business man to his store, the professional man to his office,
and bring them back more quickly to their homes than is possible now
under existing means of transportation. By such efforts we can improve
our business, develop our waste spaces, increase our taxable values, aug-
ment the public revenues, add to the comfort of the people, and knit the
various parts of this community into a more compact social and industrial
organization.

In view of this situation, it has seemed to the Commission
that action by the General Court at this time is essential.
We have therefore recommended certain measures which, in
our judgment, will make it possible for the company to obtain
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at a low rate of interest the capital which will be required, in
the immediate future, to introduce improvements which will
ultimately result in economies of operation, to provide much-
needed equipment, and to secure, if necessary, temporary relief
from the heavy rental charge which will be incident to the
opening for use of the Dorchester tunnel. We have also rec-
ommended that the company be relieved from the burden of a
special tax now imposed which, under existing conditions, seems
to us arbitrary and unreasonable. With this exception, no one
of these recommendations imposes any additional burden upon
taxpayers or upon the public in general. We have further
recommended that steps be taken to set in motion certain
investigations which will make it possible to determine with
more wisdom, at the end of another year, in the light of experi-
ence with the measures which are now recommended and of the
results of these investigations, whether further action is desir-
able, and, if so, what form that action should take. We make
these recommendations with full confidence that they are en-
tirely in the interest of the public.

Summarizing the results of the foregoing discussion, the
Commission makes the following recommendations:

First. ■— The Commission recommends that the $500,000 in 3 per cent
Massachusetts State bonds, deposited by the company with the Treasurer
of the Commonwealth, be returned to the company so that this capital
may be used for additions and improvements to its property.

Second. The Commission recommends that the Commonwealth be
authorized to buy, and the Boston Elevated Railway Company to sell,
the Cambridge subway at its capitalized cost, including the terminal in
Cambridge, the location upon the Cambridge bridge and the elevated
structure connecting this location with the Beacon Hill tunnel; that this
property shall thereupon be leased by the Commonwealth to the company
upon the same terms as the subways and tunnels owned by the city of
Boston; and that the proceeds from such sale shall be used by the com-
pany, under the supervision of the Public Service Commission, for pur-
poses for which the issue of stock or bonds would otherwise be necessary,
or for such other purposes as are hereinafter indicated.

Third. ■— The Commission recommends that the company be authorized
to loan or advance to the West End Street Railway Company a portion of
the money received from the sale of the Cambridge subway and the other

Summary.
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property above described, to provide that company with capital for which
the issue of its own securities would otherwise be necessary.

Fourth. The Commission recommends that the Boston Elevated
Railway Company be authorized to pay to the city of Boston the rentals
of the Dorchester tunnel for such period after the use begins, not longer
than three years, as the Public Service Commission may determine, out
of the proceeds of the sale of the Cambridge subway and other property
above described, with the provision that the amount so used shall be
repaid into the capital account in such time as the Public Service Com-
mission may determine; or out of the proceeds of bonds to be issued by
the company in excess of the present legal limit, and to be amortized in
such time, not later than the termination of the lease of the tunnel in
1936, as the Public Service Commission may determine. The mode in
which this is to be done, the manner, the times and all other terms and
conditions thereof shallbe determined by the Public Service Commission.

Fifth. ■— The Commission recommends that the Boston Elevated Rail-
way Company be authorized to purchase new equipment for its rapid
transit lines, or for the surface lines now owned by the West End Street
Railway Company, out of the proceeds of the sale of the Cambridge sub-
way and other property above described, with the provision that the
amount so used, so far as it represents the cost of equipment discarded,
shall be repaid into the capital account in not exceeding fifteen years; or
out of the proceeds of bonds to be issued by the company in excess of the
present legal limit, and to be amortized to the same extent in not exceed-
ing fifteen years. The mode in which this is to be done, the manner, the
times and all other terms and conditions thereof shall be determined by
the Public Service Commission.

Sixth. The Commission recommends that the company continue,
with as much expedition as is practicable, to sell all real estate owned by
it or by the West End Street Railway Company which is not required for
transportation purposes, in order that the capital invested in this property
may be devoted to more productive uses consistent with the business for
which these companies were chartered. It also recommends that the
Public Sendee Commission provide, if possible, some plan whereby any
substantial loss incurred in connection with such sales may be spread over
the earnings of a series of years.

Seventh. The Commission recommends that the company be author-
ized to establish enclosed areas at such transfer points not connected with
subways as may be approved by the Public Service Commission, and at
such points connected with any subways or tunnels now existing or here-
after constructed as may be approved by the Boston Transit Commission,
and that the power of eminent domain be conferred upon the company for
this purpose.

Eighth. The Commission recommends that the portion of the com-
pensation tax provided for by section 10 of chapter 500 of the Acts of 1897,
which consists of seven-eighths of 1 per cent, of the annual gross earnings,
amounting for the year ended Sept. 30, 1916, to $160,786, be abolished.
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Ninth. The Commission recommends that the Public Service Com-
mission be supplied with funds adequate for the purpose, and be directed
to make a thorough investigation of the affairs of the Boston Elevated
Railway Company for the purpose of ascertaining whether or not the net
earnings of the company may be increased in the future by improved
methods or practices, and that said Commission shall continue, in general,
the work of this Commission, and report, upon the basis of its investiga-
tion, to the General Court not later than the first day of February, 1918,
what further changes, if any, should be made in existing laws relative to
the company “to enable it to meet the reasonable demands of the public
for the extension and improvement of its system of transportation.” It
also recommends that the Boston Transit Commission be directed to make
a study of the needs of the metropolitan district for additional rapid transit
facilities during the next ten years, and also of the forms of leases and con-
tracts to be made for the operation of such facilities, reporting thereon to
the General Court not later than the first day of February, 1918.

Mr. Newhall presents a dissenting statement on the eighth
recommendation.

Respectfully submitted

CALVIN COOLIDGE, Chairman.
HENRY G. WELLS.
CHANNING H. COX
SANFORD BATES.
CHARLES W. ELDRIDGE.
VICTOR F. JEWETT.
ARTHUR N. NEWHALL.
JOHN L. DONOVAN.
CHARLES S. LAWLER.
FREDERICK J. MACLEOD.
EVERETT E. STONE.
JOHN F. MEANEY.
JOSEPH B. EASTMAN.
CHARLES A. RUSSELL.
GEORGE F. SWAIN.
HORACE G. ALLEN.
JOSIAH QUINCY.
JAMES B. NOYES, Secretary.
DAVID A. ELLIS.

Fee. 1, 1917.
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There appears to be an understanding by all commissions
that have considered the subject that the Boston Elevated
Railway Company needs financial assistance. But no commis-
sion has so exactly analyzed its operation, cost of mainte-
nance, equipment, power, conduction of transportation, traffic
and General and Miscellaneous Epxenses, its revenue from
different sources, including passengers, freight, real estate,
advertising contracts, bill-boards, etc., as to give any opinion
of the cause of this necessity.

Chapter 149 of the ResolveChapter 149 of the Resolves of 1914 authorized the Public
Service Commission “to make a complete investigation of the
transportation needs, present and future, of Boston, and certain
other cities and towns with particular reference to all problems
relating to capitalization, revenue, revision of fares, and de-
preciation of properties.” Its report, made in accordance with
the provisions of this act, contains the following statement:

Without undertaking to analyze or pass judgment upon the present
financial conditions of the Boston Elevated Company, it seems clear that
the disturbance in general business makes present results from the oper-
ation of that company an untrustworthy guide as to its underlying financial
strength. Assuming that no improper diversion of funds or waste through
mismanagement could be found, a matter which would require careful
investigation, it would still remain a question whether the financial situ-
ation could be improved by, etc.

We may observe from this paragraph in their report
(1) That they did not analyze the financial condition of the

road.
(2) That they made no thorough investigation to learn if

funds were improperly diverted or wasted by mismanagement.
(3) That if such improper diversion of funds or wasteful

mismanagement should be discovered, the question of relief by
legislation should be carefully considered, if, indeed, any such
relief should be granted.

DISSENTING STATEMENT OF ARTHUE N. NEWHALL,
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The committee on public utilities of the Boston Chamber of
Commerce reported Dec. 19, 1916:

Relief probably needed. The Chamber is not in a position to say
whether the Elevated can he so operated that its net income will be increased
sufficiently to enable it to set aside a suitable sum for depreciation and
obsolescence, pay a reasonable dividend on its stock, and have a sufficient
surplus to maintain a stability of investment to attract new capital.

This committee of the Chamber, however, leaves to this
Commission the discovery of the cause which appears to make
relief necessary.

Yet this Commission, like others, has made only a com-
paratively superficial diagnosis of the disease. It has pre-
scribed treatment to alleviate the pain, acknowledging that the
cure must be determined by still further investigation which is
included in the ninth recommendation.

For the welfare of the traveling public and the stockholders of
the road I indorse the major part of this report. But I dis-
sent from the eighth recommendation because I am of opinion
that until the Legislature is informed whether the Boston
Elevated Railway Company is suffering from burdens imposed
upon it by the public; from increased cost of maintenance and
operation; from lack of revenue; or from sins of omission or
commission, no radical measures should be fostered for its relief.

This eighth recommendation abrogates the special charter
of the Boston Elevated Railway Company; but it gives the
road very little assistance for so important and serious an
operation. That abrogation should not be allowed or sanc-
tioned until a full and complete report is made upon the finan-
cial condition of the company and the cause therefor; not until
the Legislature is convinced “that the needed income of the
road cannot be secured through more efficient management and
operation;” not until it is positively established that the
public will not lose much more than the road will gain thereby,
and that the cure will be substantial and permanent.

ARTHUR N. NEWHALL.
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New York.
The first contract providing for the construction of subways

in New York, dated Feb. 21, 1900, provided for a lease of fifty
years, with a twenty-five year renewal. The subway was to be
built from the proceeds of bonds issued by the city, and the
operating company wTas to pay a rental equal to the interest on
said bonds, plus 1 per cent.

The second contract, entered into July 21, 1902, fixed the
initial term of the lease at thirty-five years, instead of fifty
years as in the first contract.

Each of these contracts made by the city was for the con-
struction and operation of the road, the equipment being in-
stalled by the contracting company at its own expense. In the
case of the second contract the bid for construction was below
the actual cost of construction, no doubt on account of the
value of the privilege of operating with such a dense traffic,
which the contract carried.

In 1906 the Legislature enacted radical amendments to the
rapid transit act, authorizing the splitting up of the contract
into contracts for construction, equipment and operation, limit-
ing the length of the lease to twenty years, with a twenty-year
renewal, and requiring that all important acts of the Rapid
Transit Board in respect to the letting of contracts should be
subject to the approval of the Board of Estimate and Appor-
tionment of the city. Bids advertised in 1907 under the pro-
visions of this act for construction and operation found nc
bidders, no doubt on account of the short term of the lease.
Amendments to the act were enacted as chapter 498 of the
laws of 1909, permitting the Commission to make a contract for
such length of term as they might deem best, with a proviso

Appendix.

INFORMATION IN REGARD TO RAPID TRANSIT FACILITIES
IN OTHER CITIES.
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giving the city the right to take back the road at any time
after ten years upon paying the contractor an amount which at
the beginning should not exceed the cost more than 15 per cent.,
and should gradually decrease during a specified term, becom-
ing zero at the end of the term.

On Sept. 1, 1910, contracts were advertised for proposals
for new subways, these contracts being in alternative form,
one providing for construction, equipment and operation by
private capital upon the basis of the terminable contract plan
authorized by the amendments of 1909, and the other providing
for separate construction only of sections of the work. No pro-
posal was received for construction and operation by private
capital, but a large number of proposals were made for con-
struction alone.

On March 19, 1913, the so-called dual subway contracts were
executed, the last which have been made in New York provid-
ing for subway construction. These contracts provide for more
than doubling the rapid transit facilities at a combined expense
on the city and the companies in excess of §350,000,000.

Contract No. 3, with the Interborough company, contained
the following main provisions:

1. The company agreed to equip the lines proposed for operation by it in
the report of June 5, 1911, at an estimated expense of $22,000,000, to
contribute $58,000,000 toward the construction, and when constructed
and equipped to maintain and operate such new lines for a term of forty-
nine years in conjunction with the existing subway systems for a single
5-cent fare.

2. The title to equipment which is to be provided by the company at
its own expense vests in the city upon its provision subject to the lease.

3. The leases of the existing subways (Contracts Nos. 1 and 2) were
leveled so that the subways constructed under those contracts and the
new subways will fall into the city’s possession at one and the same time.

4. The new lines are subject to recaption at the end of ten years in
accordance with the provisions of the rapid transit act. This recaption
may be exercised either directly by the city or through a new contractor.
Provision was also made for exchanging part of the new subway lines for
part of the old, so that in the event of recaption the city may take over a
complete east side or a complete west side line.

5. The so-called Belmont tunnel, extending under Forty-second Street
and the East River to the Borough of Queens, was turned in as part of
the system at a valuation of $3,000,000.
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6. The receipts from existing and new subway lines are to be pooled,
and from the gross receipts of both lines there is to be deducted and paid,
in the order named, deficits to be cumulative with compound interest;

(a) Rentals payable to the city under existing subway contracts, taxes,
operating expenses exclusive of maintenance, an amount equal to 12 per
cent, for maintenance exclusive of depreciation, and depreciation.

(6) A sum to be retained by the company amounting to $6,335,000
per annum, representing the average annual income received by it from the
operation of the existing subway lines and equipment for the two fiscal
years ending June 30, 1911.

(c) A sum to be retained by the company equal to 6 per cent, per annum
upon the new investment of the Interborough company in the new lines,
estimated at $80,000,000, or $58,000,000 for new construction and
$22,000,000 for new equipment.

(d) To be paid to the city the interest and sinking fund upon the bonds
issued by the city for the construction of new lines, and in addition such
further sum as will bring the payments to be made to the city up to an
amount equal to 8.76 per cent, upon its expenditures.

(e) Contingent reserve fund.
(/) Any amount remaining to be divided equally between the city and

the company share and share alike. If revenue shall be insufficient to
meet deductions, deficits are to be cumulative, and payment of such
deficits shallbe made in full before deducting the amounts required in the
contract following the particular deduction as to which there has been such
deficit.

The main points in the arrangement with the Brooklyn Rapid
Transit Company (Contract No. 4), the contract being entered
into with the New York Municipal Railway Corporation, a
company specially formed for the purpose, were the follow-
ing:—

1. The company agreed to equip the lines proposed for operation by it
in the report of June 5, 1911, to contribute $13,500,000 toward the con-
struction thereof, and when constructed and equipped to maintain and
operate such new lines for a term of forty-nine years in conjunction with the
existing elevated railroad system of the New York Consolidated Railroad
Company for a single 5-cent fare.

2. The company to expend approximately $26,000,000 in third-tracking
and extending its existing lines.

3. The new city lines and also the third tracks and extensions of the
existing lines to be subject to recaption at the end of ten years in accord-
ance with the provisions of the rapid transit act. This recaption may be
exercised either directly by the city or through a new contractor.
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4. The receipts from the existing system and the new subway lines
to be pooled, and from the gross receipts of both lines there is to be de-
ducted and paid, in the order named, deficits to be cumulative:

(a) Rentals of leased property used in operation and provision for
depreciation and renewals; taxes, operating expenses exclusive of main-
tenance, an amount equal to 12 per cent, for maintenance exclusive of
depreciation, and depreciation.

(6) A sum to be retained by the company amounting to $3,500,000
per annum, representing the average annual income of the New York
Consolidated Railroad Company from the operation of its existing lines.

(c) A sum to be retained by the company equal to 6 per centum per
annum upon the investment of the company in the new lines.

(d) To be paid to the city interest and sinking fund charges upon bonds
issued by the city.

(e) Certain sums if found necessary for additional equipment, addition
and contingent reserve fund.

(/) Any amount remaining to be divided equally between the city
and the company share and share alike. If revenue shall be insufficient
to meet deductions, deficits are to be cumulative, and full payment of
such deficits shall be made before deducting amounts required in the
contract following the particular deduction as to which there has been such
deficit.

5. Future extensions required by the city may be added to the new
city system, and will be equipped and operated by the company as part
of the entire system under a separate accounting system.

It appears, therefore, that of the total of §350,000,000 which
will be expended upon the new system the city will contribute
about §184,000,000, to be expended in subway construction
upon lines to be owned by the city. Toward the cost of such
lines the Interborough company will contribute §58,000,000, and
the New York Municipal Railway Corporation about §14,-
000,000. The cost of additional construction upon the elevated
railroads, as well as that of the new equipment for both subway
and elevated lines, will be borne by the companies, although
the equipment for city-owned lines will be owned by the city.
At the time the dual contracts were signed it was estimated
that the Interborough would spend about §25,000,000 on con-
struction and equipment of privately owned elevated lines, and
about $22,000,000 for equipment of city-owned lines; and that
the Brooklyn company would expend about §21,000,000 for
elevated construction and about §26,000,000 for equipment.
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On these estimates with the revised estimate of city expendi-
tures, the total contribution of all parties for new work on the
dual system will be as follows:
City of New York, $184,000,000

105,000,000Interborough Rapid Transit Company,
New York Municipal Railway Corporation, 61,000,000

The revised estimates indicate that the city’s expenditures
will be increased over the original estimates by over $20,000,000.
The indications are that the companies’ expenditures will also
be increased substantially over the original estimates, but re-
vised figures are not yet available.

The sums contributed by the railroad companies for the
construction of the dual system are fixed in amount, the city
bearing the remainder of the cost of construction, including
any excess above the estimated cost.

Under this plan the companies earn their present income and
6 per cent, upon the new money provided by them before the
city obtains a return upon its investment.

In addition to the above, the city of New York has already
invested about $56,000,000 in the construction of the existing
subway, and the Interborough Rapid Transit Company reports
that it has expended about $48,000,000 in equipment of the
same line. When the dual system is completed, therefore, the
city will have invested in rapid transit lines about $240,000,000.

Philadelphia has for several years past, through a Depart-
ment of City Transit, been engaged in investigating the prob-
lem of procuring an extensive development of rapid transit
lines, consisting of subways and elevated structures. The neces-
sary ordinances have been passed and the city is now committed
to the building of such a system with its own money, at an
estimated total expense of about $80,000,000. No contract has
yet been made, however, for the leasing of this system upon its
completion to the operating company. On Oct. 10, 1916, an
ordinance was submitted to the councils of the city embodying
the essential provisions to be considered in the preparation of a
contract between the city and the operating company, based
upon the construction by the city of a system of lines author-

Philadelphia.
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ized by ordinance approved July 20, 1916, and the equipment
of those lines by the companies, at an estimated expense of
about $20,000,000, and the operation of all lines with universal
free transfers.

On Dec. 20, 1916, the Philadelphia Rapid Transit Company
made an offer to the city providing for unified operation of all
transit lines, surface, elevated and subway; and following
this offer the ordinance of Oct. 10, 1916, was revised Dec. 20,
1916, to cover the company’s offer.

In Philadelphia there are various underlying companies con-
trolled by the Philadelphia Rapid Transit Company, under a
lease requiring the former to make all improvements and ex-
tensions on their properties out of an open account, the Phila-
delphia Rapid Transit Company advancing the money to them
without interest for the period of the lease. The essential pro-
visions for this ordinance, so far as necessary to enumerate
them, are the following:

1. The term of the lease is for fifty year

2. The city has the right to purchase all of the capital stock of the
lessee at par at the expiration of the contract. It also has the right, at
any time during the term of the contract, upon giving the lessee six months’
notice, to recapture its own property and to acquire all of the lessee’s
property by paying to the lessee an amount equal to the amount which
has been paid in upon all of its capital stock outstanding at the time of
the purchase and capture, together with all dividends accumulated under
the provisions of the contract and then unpaid. In making such purchase
the city is to assume all due and accruing liabilities of the lessee, and is
entitled to make use of any and all balances in the hands of the lessee.
or which have accumulated in the
under the contract of 1907.

sinking fund which was provided for

3. From the gross revenue from
following, in the order named:

all sources the lessee is to deduct the

(1) All expenses exclusive of
incurred in operation.

maintenance and damages actually

(21 Taxe
(3) Maintenance, damage and depreciation reserve
The amount remaining after making the above deductions shall be

deemed to be the net earnings of the unified system. From said net
earnings the following deductions are made in the order named: •

(4) (a) Interest on lessee’s cost of equipment and the equipment
amortization fund. Interest on cost of equipment during construction
and for the first year of operation, together with a discount or commission
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of 2 per cent, in case the bonds are sold at less than par, is charged to
capital. The equipment amortization or sinking fund is to begin ten
years after the date of the lease, and into it is to be paid annually 1 per
cent, of the cost of equipment.

(&) Fixed charges for which the lessee is liable under any outstanding
mortgage, lease, operating agreement or other form of contract.

(c) Interest upon new equipment thereafter furnished for the require-
ments of the lessee’s system, at the rate of 5 per cent, for certain portions
and 6 per cent, for others.

(d) All rentals payable to the city for surface feeder line
(e) All fixed charges which the lessee may thereafter assume by and

with the consent of counsel.
(5) A dividend of 5 per cent, cumulative to the stockholders of the

lessee.
(6) A depreciation reserve for construction of the city’s system, and

a contingency reserve; the latter to begin at the expiration of ten years
after initial operation is begun at the rate of one-half of 1 per cent, of
the gross revenue of the unified system, which is paid into a separate fund
until said fund amounts to 1 per cent, of the cost of construction and
equipment, at which point this contingency reserve is to be maintained.

The amount remaining after making all of the above deductions from
gross revenue and from net earnings is deemed to be the net income of
the unified system.

Of said net income 10 per cent, is to be retained by the company and
available for distribution in dividends, while 90 per cent, of said net
income is to be paid to the city treasurer as rental.

4. The fare is to be 5 cents, with free transfers for a continuous ride.
5. At the expiration of the lease the city is to pay to the lessee the

“cost of equipment at that time.” The city may also require the lessee
to transfer the right to the possession of the city’s system, together with
the equipment, directly to a new contractor, upon payment by said new
contractor to the lessee of the amount which the city would otherwise
have to pay for equipment.

From the above it is evident that in Philadelphia the city
proposes to build a system of subways, and has authorized by
popular vote the commencement of the work, the cost of which,
exclusive of equipment, will be in the neighborhood of $BO,-
000,000 and the cost of equipment about $20,000,000; and that
no lease of this system has yet been made. The company is
assured a preferential cumulative dividend of 5 per cent, by the
plan now under consideration.
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A commission of engineers reported, on Dec. 15, 1916, to the
city council of Chicago with reference to a unification of the
surface and elevated lines in that city and the construction of
subways. The plan proposed contemplates a total expenditure
of $100,000,000 within the next nine years, and of a total of
$275,000,000 ultimately, in the construction of subways and in
extensions of elevated lines, purchase of new equipment, pro-
vision of additional power, etc.

At present the four elevated lines in Chicago are operated as
one system with free transfers. The surface lines are also
operated in the same manner, but there is no transfer between
the elevated and surface lines except by the payment of an
additional fare. The proposed plan contemplates a merger of
all lines, and unified operation, with retention of the present
free transfers between surface lines and between elevated lines,
and a proposed charge of 2 cents for a transfer between surface
and rapid transit elevated or subway lines.

It is suggested that the net receipts, after paying all operat-
ing expenses and taxes, should be used as follows:

(a) To pay to the city a return on all city funds invested in the property
at the same rate of interest as that actually paid to the corporation on
the new money simultaneously invested by it.

(6) To pay to the corporation the actual interest charges paid by it
on all new money invested in the property.

(c) To pay to the corporation a 6 per cent, return on the estimated
present value of the surface and elevated lines.

(d) Five yeans after the beginning of unified operation, to begin pay-
ments to the regular amortization fund, the payments to this fund
increasing from year to year.

(e) The balance of net earnings to be divided, 55 per cent, going to
the city and 45 per cent, to the corporation.

It is recommended that the franchise should provide that
“no burdens, either by orders for the construction of new lines,
by the imposition of additional taxes, or any other require-
ments on the part of the city, should so reduce the corpora-
tion’s share of the divisible net receipts that it would fall in any
one year below 1 per cent, of the gross receipts.”

This plan does not state in what order these payments from

Chicago.
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net receipts shall be made, but it evidently assumes that such
receipts will be large enough to leave a balance to be divided
under (e). Should such fail to be the case, as may well occur,
the recommendations in this report would be indefinite; hence
it is recommended that the priority of these payments should
be “left for determination in the drafting of the ordinance.”
This report therefore avoids the question as to whether the
corporation or the city shall receive its return first.

The report further recommends that if in any year the total
net receipts of the corporation from items (6), (c) and (e) ex-
ceed 7 per cent, on its average investment, a division shall be
made with the city as follows:

On all return between 7 and 8 per cent, the corporation to
receive two-thirds and the city one-third; on all return be-
tween 8 and 9 per cent, the corporation to receive one-third and
the city two-thirds; the corporation to receive no return over
8 per cent. Thus, if earnings were 8 per cent, the corporation
would receive 7| per cent, and the city one-third of 1 per
cent; if earnings were 9 per cent, the corporation would re-
ceive 8 per cent, and the city 1 per cent.
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PROPERTY, SERVICE AND
BOSTON ELEVATED RAIL-

AN ACT RELATIVE TO THE
CAPITALIZATION OF THE
WAY COMPANY.

Be it enacted, etc., as folio-
I.

Elevated Railway Company of theAuthorizing the Return to the Boston
Deposit made by it to the Commonwealth

1 Section 1. The Boston Elevated Railway Company (hereinafter
2 called the “company”) shall not be required hereafter to maintain
3 the deposits with the treasurer and receiver general provided for by
4 section thirteen of chapter five hundred and forty-eight of the acts of
5 the year eighteen hundred and ninety-four and section thirteen of
6 chapter five hundred of the acts of the year eighteen hundred and
7 ninety-seven, and, within ten days after this act takes effect, the
8 treasurer and receiver ■ general shall return to the company the se-
-9 curities or cash deposited by it and now held by him under the pro-

-10 visions of said acts.

1 Section 2. The proceeds of the securities so returned shall be
2 used only for capital purposes for which the company may lawfully
3 issue stock or bonds, to the extent to which the public service com-
-4 mission, after a public hearing, shall approve as reasonably necessary
5 for any such purpose or purposes.

Providing for the Purchase by the Commonwealth of the Cambridge Subway
its Appurtenances and Conneclic

1 Section 3. Within ninety days after this act takes effect the
2 Boston transit commission shall execute with the company in the
3 name of the commonwealth of Massachusetts a contract in writing
4 for the purchase by the commonwealth and the conveyance by the
5 company of the Main street subway, so-called, which was constructed
6 by the company under authority of chapter five hundred and twenty
7 of the acts of the year nineteen hundredand six, including all locations
8 and appurtenances (as defined by said act) thereof and all land or
9 rights or interests therein acquired in connection with said construe-

Appendix.

Part

Part 11.
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10 tion. Said purchase and conveyance shall also include the locations
11 of the company on the Cambridgebridge and on Main street in Cam-
-12 bridge from the westerly abutment of said bridge to the easterly
13 terminus of said subway, granted to it by chapter five hundred and
14 forty-eight of the acts of the year eighteen hundred and ninety-four;
15 the elevated structure and locations, granted by said act and by
16 chapter five hundred and twenty of the acts of the year nineteen
17 hundred and six, between the easterly end of the Cambridge bridge
18 and the westerly terminus of the tunnel in Boston known as the
19 Cambridge connection, including all land or rights or interests therein
20 acquired in connection therewith; and the land and buildings situated
21 in Cambridge and bounded by Eliot street, Boylston street, Charles
22 River road and Murray street and constituting the terminal of the
23 Main street subway. Such purchase and conveyance, however 1, shall
24 not include any rolling stock nor any tracks or equipment such as
25 the company has provided in the case of the subways and tunnels
26 owned by the city of Boston. Subject to the above limitations, the
27 Boston transit commission shall have authority to agree with the
28 company as to what shall or shall not be conveyed.
29 Said contract shall provide for the payment by the commonwealth
30 to the company of the amount which the public service commission,
31 after an examination of the books and accounts of the company, shall
32 certify to be the net cost of the property to be conveyed which has
33 been met by the company out of the proceeds from the issue of stock
34 or bonds or for which stock or bonds may lawfully be issued, including
35 in such net cost interest during construction and the amount which
36 was paid by the company toward the cost of the Cambridge bridge,
37 under the provisions of chapter five hundred of the acts of the year
38 eighteen hundred and ninety-seven, and for permanent improvements
39 upon its elevated location thereon.
40 The contract shall fix a date for the conveyance by the company of
41 the aforesaid property to the commonwealth, and simultaneously
42 with such conveyance the commonwealth shall pay to the company
43 on account of the purchase price the sum of four million dollars, and
44 shall pay to the company the balance of the purchase price at such
45 time and in such installments as the company may request by notice
46 in writing to the treasurer and receiver general not less than ninety
47 days before the payment of any installment is required.

1 Section 4. The treasurer and receiver general upon request of the
2 Boston transit commission shall issue and sell at public or private
3 sale the bonds of the commonwealthregistered or with interest coupons
4 attached, as he may deem best, to an amount sufficient or provide
5 means for the payment to the company of the amount of four million
6 dollars to be paid simultaneously with the conveyance of the aforesaid
7 property to the commonwealth, and upon such conveyance shall pay
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8 said sum of four million dollars to the company. The treasurer and
9 receiver general shall thereafter from time to time, as further install-

10 ments of the purchase price become due, issue and sell such additional
11 bonds of the commonwealth as may be necessary to provide means
12 for the payment of such installments, and shall pay such installments
13 as they become due. All such bonds shall be designated on their face,
14 “Commonwealth—Cambridge Subway Loan”, shall be for such
15 term not exceeding fifty years as the governor and treasurer and
16 receiver general may determine, and shallbear interest payable semi-
-17 annually at such rate not exceeding four per cent per annum as the
18 treasurer and receiver general shall determine. The rentals received
19 as hereinafter provided shall be applied in the first instance to the
20 payment of interest upon said bonds, and the balance shall be used to
21 establish a sinking fund for the payment in whole or in part of the
22 bonds issued under this act.

1 Section 5. Simultaneously with the conveyance to the common-
-2 wealth of the aforesaid property, the Boston transit commission, in the
3 name and on behalf of the commonwealth, shall, subject to the pro-
-4 visions of the following three sections hereof, execute a contract with
5 the company in writing for the sole and exclusive use of said property,
6 for the running of trains and cars therein and thereon, and for such
7 other uses and upon such provisions and conditions as the said com-
-8 mission and the company may agree upon, at an annual rental equal
9 to four and one half per cent per annum upon the price paid therefor

10 by the commonwealth. Such contract, shallbe for a period extending
11 to the first day of July, nineteen hundred and thirty-six, and extending
12 thereafter until said contract is terminated by notice either from the
13 commonwealth or from the company. The commonwealth may
14 terminate said contract on the first day of July, nineteen hundred and
15 thirty-six, or on the first day of July of any year thereafter, by giving
16 at least two years’ prior notice in writing, which notice it shallbe the
17 duty of the governor to give if directed so to do by an act of the
18 general court. The company may likewise terminate said contract on
19 the first day of July, nineteen hundred and thirty-six, or on the first
20 day of July of any year thereafter, by giving to the governor at least
21 two years’ prior notice in writing. No notice on the part of either
22 the commonwealth or the company shall be given more than three
23 years’ prior to the date therein fixed for termination. The rental to
24 be paid shall be computed only on that part of the purchase price
25 which may have been paid by the commonwealth, and shall be com-
-26 puted from the time of payment.

1 Section 6. The Boston transit commission may, upon the request
2 of the company, make such alterations, additions or improvements
3 in the aforesaid property, after its conveyance to the commonwealth,



BOSTON ELEVATED RAILWAY CO. [Feb.62

4 as said commission may deem necessary or advisable, and may also,
5 upon like request, after a public hearing, provide means in connection
6 with any stations or terminals for a convenient interchange of passen-
7 gers between the subway, its connections and appurtenances and
8 street railway lines, and for that purpose the Boston transit com-
-9 mission shall have all the powers conferred upon it by chapter seven

10 hundred and forty-one of the acts of the year nineteen hundred and
11 eleven, as amended by chapter three hundred and seventy-six of the
12 Special Acts of the year nineteen hundred and fifteen, with reference
13 to the subways authorized by the act of nineteen hundred and eleven.
14 The cost of any such alterations, additions or improvements and of
15 any property acquired or work done under authority hereof shall be
16 added to the price paid by the commonwealth for the property con-

-17 veyed under the provisions of this act in determining the annual
18 rental thereafter to be paid by the company. Such cost shall be de-
-19 frayed by the issue of bonds of the commonwealth in the same manner

20 as in the case of the purchase price.

1 Section 7. In all respects other than as herein provided the con-
-2 tract for the use of the property conveyed to the commonwealth
3 under the provisions of this act shall follow as nearly as may be the
4 terms and provisions of the contracts executed under authority of
5 chapter seven hundred and forty-one of the acts of the year nineteen
6 hundred and eleven.

1 Section 8. The Boston transit commission may, from time to
2 time, in the name and on behalf of the commonwealth, sell or lease
3 any lands or rights or interest in land or other property conveyed to
4 the commonwealth under the provisions of this act whenever the
5 same shall, in the opinion of said commission, cease to be needed in
6 the operation of the company’s railway system. The proceeds of
7 such sales and the fair valuation of any such lands or other property
8 leased, as agreed upon by said commission and the company, or in
9 case of difference as determined by the public service commission,

10 shall be deducted from the price paid by the commonwealth for the
11 property acquired under the provisions of this act in determining the
12 rental thereafter to be paid by the company.

1 Section 9. In respect to the equipment, use and operation of the
2 railway located in and on the property conveyed to the common-
-3 wealth and leased to the company under the provisions of this act,
4 the company shall have all the powers and privileges and be subject
5 to all the duties, liabilities, restrictions and provisions set forth in
6 general or special laws now or hereafter in force, applicable to it. The
7 contract, or extension thereof, for the use of said property executed
8 in accordance with the authority conferred by this act shall not in
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9 any respect impair any right which the commonwealth, or any licensee
10 thereof, may at any time have to take the railway properties of the
11 company. In the event of such taking the compensation to be paid
12 to the company shall not be enhanced by reason of such contract, or
13 extension thereof, nor shall it be diminished because of the fact that
14 without such contract, or extension thereof, the connection between
15 different parts of said properties might be cut off.

1 Section 10. The right is hereby reserved to the city of Cambridge
2 to purchase that portion of the property conveyed to the common-
-3 wealth, under the provisions of this act, which is located within the
4 limits of said city, after the expiration of ten years from the opening
5 for use of the Main street subway, upon payment to the common-
-6 wealth of the price paid by the commonwealth for such portion of
7 said property, together with the cost of all additions or alterations
8 lawfully made thereto or therein after its purchase by the common-
-9 wealth. Such purchase shall, however, be subject to the then existing

10 contract between the commonwealth and the company, but so much
11 of the rental payable as is proportional to the cost of the property
12 so purchased by the city of Cambridge shall thereafter be paid to
13 said city instead of to the commonwealth.

1 Section 11. The purchase herein provided for shall be deemed to
2 be for the account and for the benefit of the district consisting of the
3 cities of Boston, Cambridge and Newton and the towns of Arlington,
4 Belmont and Watertown. All revenues received by the commonwealth
5 in connection therewith in so far as the same may be in excess of the
6 amount required to pay the interest on the bonds issued by the com-
-7 monwealth and to provide for their ultimate payment, and any de-
-8 ficienoy in said revenues, shall be apportioned among or borne by the
9 cities and towns in said district in such manner as the general court

10 may hereafter determine.

1 Section 12. Except as hereinafter provided in Part 111., the
2 company shall use the amounts paid to it by the commonwealth for
3 the property conveyed under the provisions of this act only for capital
4 purposes for which it may lawfully issue stock or bonds, to the extent
5 to which the public service commission, after a public hearing, shall
6 approve as reasonably necessary for any such purpose or purposes:
7 ;provided, however, that the company, with the approval of said com-
-8 mission, may apply any funds so paid to it to the cost of permanent
9 additions, alterations or improvements to the property of the West

10 End Street Railway Company, pending the issue of additional stock
11 or bonds by the latter company, or, with like approval, to the purchase
12 of such additional stock or bonds when issued.
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Enabling the Boston Elevated Railway Company to provide Additional
Cars and Otherwise improve its Service.

1 Section 13. The company may, in the manner and to the extent
2 which the public service commission, after a public hearing, may ap-
-3 prove as consistent with the public interest, issue bonds or coupon
4 notes to an amount not exceeding twenty per cent of the cash paid in
5 by its stockholders, in addition to the bonds, coupon notes or other
6 evidences of indebtedness payable at periods of more than twelve
7 months after the date thereof which it may lawfully issue for capital
8 purposes, to provide means for or to fund the reasonable cost of new
9 and improved cars for the surface lines operated by it to replace exist-

-10 ing equipment and other property and the reasonable cost of replace-
-11 ment or reconstruction of any other existing property owned, leased or
12 operated by it, or to provide means for the payment of the rental of
13 the Dorchester tunnel for the first three years after its opening for
14 use. Such provision shall be made for the retirement of said bonds
15 or coupon notes out of earnings as the public service commission shall
16 approve: provided, however, that in the case of bonds or coupon notes
17 issued to provide means for or to fund the reasonable cost of replace-
-18 ment or reconstruction of existing property the period during which
19 they shall be so retired shall not exceed fifteen years.

1 Section 14. In case of the sale to the commonwealth of the
2 Main street subway and other property, provided for in Part 11.
3 hereof, the company may, in the manner and to the extent which the
4 public service commission, after a public hearing, may approve, tempo-
-5 rarily use any part of the proceeds of such sale for any of the pur-
-6 poses for which bonds are authorized to be issued by the preceding
7 section: provided, however, that it shall, in the case of any such tempo-
-8 rary use of said proceeds, set aside out of its earnings each year an
9 amount sufficient to restore the funds so used within such period as

10 the public service commission may designate, which period shall not,
11 however, exceed fifteen years if said proceeds are used to provide
12 means for or to fund the reasonable cost of the replacement or re-
-13 construction of existing property. The amounts so set aside out of
14 earnings shall be used only for capital purposes for which the company
15 may lawfully issue stock and bonds, to the extent to which the public
f 6 service commission shall, after a public hearing, approve as reasonably
17 necessary for any such purpose or purposes.

1 Section 15. The public service commission is hereby directed to
2 make such changes as may be necessary in the existing classification
3 of accounts prescribed for the company and street railway companies
4 generally, so that if any such company shall incur any loss in con-

Part 111.
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5 nection with the sale or destruction of property no longer required
6 for its corporate purposes, whether the same is owned by it or by any
7 company which it leases or operates, it may, with the approval of
8 said commission, instead of charging the entire amount of such loss
9 against its earnings or surplus for the year in which such loss may

10 accrue, distribute it over such period, not exceeding ten years, as said
11 commission shall designate.

1 Section 16. For the purpose of determining whether, under clause
2 five of section sixty-eight of chapter five hundred and ninety of the
3 acts of the year nineteen hundred and eight, the company has in any
4 year earned and paid dividends at the rate of five per cent on its
5 outstanding capital stock without an impairment of assets or capital,
6 the expenditures which may have been provided for in the manner
7 authorized by sections thirteen and fourteen hereof shall not be
8 deemed to be a charge on the earnings of the company for the year
9 in which they are made, for the full amount thereof, but shall be

10 charged against the earnings of any particular year only to the extent
11 that the company is required out of earnings in that year to provide
12 for the ultimate payment of bonds issued under the authority of said
13 section thirteen or to restore the proceeds from the sale of property
14 used under the authority of said section fourteen; and in determining
15 whether there has been any impairment of assets or capital, expendi-
-16 tures made from the proceeds of bonds issued under said section
17 thirteen or from proceeds from the sale of property as authorized
18 under said section fourteen or losses specified in section fifteen hereof
19 shall be deemed an asset to the extent that provision is made for the
20 payment of such bonds or the restoration of the proceeds of such sale
21 or the distribution of such losses out of earnings or against the surplus
22 account of succeeding years.

Authorizing the Boston Elevated Railway Company to establish Inclosed
Areas, Stations or Shelters for the Convenient Transfers of Passengers.

1 Section 17. The company may, to the extent and in the manner
2 which the public service commission, after notice and a public hearing,
3 may approve, establish in and upon public and private ways and
4 lands in connection with any lines of railway or elevated railway
5 station or terminal now or hereafter owned, leased or operated by it,
6 suitable inclosed areas, stations or shelters with approaches, tracks,
7 poles, wires and other structures and connections with existing stations,
8 terminals, tracks and wires, all hereinafter called appurtenances, for
9 the convenient transfer of passengers between surface cars and ele-

-10 vated railway stations or trains or between surface cars; but the
11 work of construction thereof shall not be begun before plans showing
12 the general form and method of construction and the extent to which

Part IV
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13 any public or private way or land is to be occupied shall have been
14 approved by said commission. Any plan so approved may be altered
15 by a new plan approved in like manner.

1 Section 18. For the purposes of this act the company may, but
2 only with the approval of the public service commission as aforesaid,
3 use public ways or lands without paying compensation therefor, and
4 may lease, purchase or otherwise take lands in fee or easements or
5 other rights in land outside the limits of public ways, parks or other
6 public lands in the same manner in which lands may be leased, pur-
-7 chased or taken for the construction of an elevated railway to Everett
8 under the provisions of chapter four hundred and ninety-seven of the
9 acts of the year nineteen hundred and seven. Any taking under this

10 act, in fee or otherwise, may be made whether the lands taken or
11 affected are held by title derived under eminent domain or otherwise.
12 In connection with the establishment of any such area, station or
13 shelter or its appurtenances or to increase the convenience of public
14 ways near the same, the public service commission, at the request of
15 the company, in the name of the commonwealth, may lay out, widen,
16 alter or discontinue public ways or places or change the grade thereof,
17 by causing to be recorded in the registry of deeds for the county in
18 which the way or place is situated a description of the act of the
19 commission in relation thereto, as certain as is required in a common
20 conveyance of land, signed by a majority of the commission. The
21 work of any such laying out, widening, alteration, discontinuance or
22 change of grade shall be performed by the company.
23 The company shall pay all damages occasioned by any such taking
24 or by the construction, except upon or in public ways and lands, of
25 any such area, station or shelter or its appurtenances, or by the laying
26 out, alteration, widening or discontinuance of any public street or
27 way or change of the grade thereof by the public service commission
28 under authority of this act, and the same may be recovered upon the
29 petition of any party in interest against the company in the manner
30 provided for the recovery of damages for the taking of land under
31 the provisions of said chapter four hundred and ninety-seven of the
32 acts of the year nineteen hundred and seven.

1 Section 19. With the approval of the public service commission,
2 the company may remove any tracks, conduits, pipes, wires, poles or
3 other property located in public streets or lands which it may deem
4 to interfere with the construction or operation of any such area,
5 station or shelter or its appurtenances, and shall relocate and recon-
-6 struct the same in new locations to be granted by the commission so
7 far as the commission may deem such relocation practicable. No
8 such discontinuance, removal or reconstruction shall entitle the owner
9 of the property thus affected to recover any damages or compensation

10 therefor. Any gas or electric lighting company shall shut off the gas
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11 or current from any pipes or wires affected by any action done here-
-12 under, when and so far as may be necessary to avoid public danger.
13 The public service commission may grant such locations for tracks,
14 poles, wires and incidental railway structures in or upon public ways
15 or lands as may be required for the purposes of this act, and may
16 alter or revoke the same.
17 The rights of the company in any such area, station or shelter or
18 its appurtenances may be transferred by it to the West End Street
19 Railway Company.
20 The company shall indemnify the cities or towns in which such
21 areas, stations or shelters or then appurtenances are established
22 against all liability for damages arising out of the work authorized
23 by this act upon notice of any claim therefor and opportunity to de-
-24 fend against the same.
25 Nothing in this act contained shall be construed to authorize the
26 occupation of any part of Boston Common.

1 Section 20. The company may, from time to time, in the manner
2 and subject to the requirements prescribed by law, issue and dispose
3 of such amounts of its stock or bonds, in addition to amounts here-
-4 tofore authorized, as may be necessary to meet and pay all expendi-
-5 tures made or incurred by the company under authority of this act.

1 Section 21. Nothing herein contained shall be deemed to abridge
2 the powers of the Boston transit commission under chapter seven
3 hundred and forty-one of the acts of the year nineteen hundred and
4 eleven, as amended by chapter three hundred and seventy-six of the
5 Special Acts of the year nineteen hundred and fifteen; and the Boston
6 transit commission may hereafter, upon the request of the company,
7 and after notice and a public hearing, in connection with any stations
8 or terminals either of existing subways and tunnels or subways and
9 tunnels which may hereafter be constructed, provide means for a

10 convenient interchange of passengers between any subway or tunnel
11 and street railway lines; and for that purpose the said commission
12 shall have all the powers conferred by said chapter seven hundred and
13 forty-one of the acts of the year nineteen hundred and eleven, as
14 amended by chapter three hundred and seventy-six of the Special
15 Acts of the year nineteen hundred and fifteen.
16 The Boston transit commission, upon request of the company, and
17 after notice and a public hearing, may also make such alterations in
18 or extension to the East Boston tunnel as the said commission may
19 deem necessary for the purposes of this act or to provide convenient
20 transportation facilities, and in addition to the powers herein con-
-21 ferred shall for that purpose have the powers conferred upon it in
22 connection with the construction of the East Boston tunnel. The
23 cost of such alterations or extensions shall be paid for by the issue
24 of bonds by the city of Boston in the same manner as the original cost
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25 of the East Boston tunnel. Before any work is done, however, the
26 company shall execute a lease of such alterations or extensions for a
27 term ending with the term of the lease of the East Boston tunnel.
28 The company shall pay to the city of Boston a rental at the rate of
29 four and one half per cent per annum upon the net cost of such altera-
-30 tions or extensions, and the lease shall be in the same general form
31 as the leases authorized by chapter seven hundred and forty-one of
32 the acts of the year nineteen hundred and eleven, except so far as
33 any other provisions may be agreed upon by the Boston transit com-
-34 mission and the company as specially applicable to the demised
35 premises. The said net cost is to be determined in the manner pro-
-36 vided in said chapter seven hundred and forty-one of the acts of the
37 year nineteen hundred and eleven, ans the rental shall be paid in in-
-38 stallments corresponding to the requirements for the payment of
39 rental on the East Boston tunnel extension described in said act. Any
40 alteration or extension made under this act shall be deemed a part of
41 the East Boston tunnel.
42 Before doing any work which shall affect the obligations of any
43 contract between the company and the city of Boston existing before
44 the passage of this act, the Boston transit commission shall secure
45 the consent of the parties to such contract, such consent to be evidenced
46 on the part of the company by a vote of its board of directors and on
47 the part of the city of Boston by a vote of its city council.

Providing for the Abolition, in Part, of the Special Compensation Tax
imposed upon the Boston Elevated Railway Company.

1 Section 22. Section ten of chapter five hundred of the acts of the
2 year eighteen hundred and ninety-seven, as amended by chapter
3 three hundred and eighty-eight of the acts of the year nineteen hun-
-4 dred and eight, is hereby further amended by striking out the words
5 beginning with the word “determined”, in the forty-fourth and
6 forty-fifth lines, and ending with the words “gross earnings”, in the
7 fifty-fourth line, and inserting in place thereof the following; equal
8 to the excess, if any, of the dividends over six per cent paid by the
9 company during that year, and by striking out the words “board

10 of railroad commissioners”, wherever they occur in said section, and
11 inserting in place thereof the words:-—public service commission, —•
12 and by striking out the word “board”, in the twenty-fourth line, and
13 inserting in place thereof the word: commission, —so that the
14 section shall read as follows: Section 10. Said corporation may
15 establish, and take a toll or fare, which shall not exceed the sum of
16 five cents for a single continuous passage in the same general direction
17 upon the roads owned, leased or operated by it; and this sum shall
18 not be reduced by the legislature during the period of twenty-five

Part V.
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19 years, from and after the passage of this act; provided, however, that
20 the public service commission may upon the petition of the board of
21 aldermen of a city, selectmen of a town, or fifty legal voters of a city
22 or town, in which any of the lines owned, leased or operated by said
23 corporation are located, after due notice and hearing the parties
24 interested, reduce such toll or fare; but such toll or fare shall not,
25 without the consent of said corporation, be so reduced as to yield,
26 with all other earnings and income of said corporation, except the
27 income of the funds deposited with the treasurer of the common-
-28 wealth as required by this act and said chapter five hundred and
29 forty-eight, a net divisible income, after paying all expenses of opera-
-30 tion, interest, taxes, rentals, and other lawful charges, and after
31 charging off a reasonable amount for depreciation, of less than eight
32 per cent per annum on the outstanding capital stock of said corpora-
-33 tion actually paid in in cash. The report of the commission shall be
34 final and conclusive for one year. During said period of twenty-five
35 years no taxes or excises not at present in fact imposed upon street
36 railways shall be imposed in respect of the lines owned, leased or
37 operated by said corporation, other than such as may have been in
38 fact imposed upon the lines hereafter leased or operated by it at the
39 date of such operating contract or of such lease or agreement here-
-40 after made therefor nor any other burden, duty or obligation which is
41 not at the same time imposed by general law on all street railway
42 companies; provided, however, that said corporation shall be annually
43 assessed and shall pay taxes now or hereafter imposed by general law
44 in the same manner as though it were a street railway company, and
45 shall, in addition, as compensation for the privileges herein granted,
46 and for the use and occupation of the public streets, squares and
47 places, by the lines of elevated and surface railroad owned, leased and
48 operated by it, pay to the commonwealth, on or before the tenth day
49 of November in each year, during said period of twenty-five years, an
50 annual sum, the amount of which shall, in each year ending the last
51 day of September, be equal to the excess, if any, of the dividends
52 over six per cent paid by the company during that year. The above
53 sum shall be paid into the treasury of the commonwealth and dis-
-54 tributed among the different cities and towns in proportion to the
55 mileage of elevated and surface main track, reckoned as single track,
56 which is owned, leased or operated by said corporation and located
57 therein. Said corporation shall also provide free transfer from elevated
58 to surface and from surface, to elevated cars at all stations of the
59 elevated lines reached by surface lines and from one elevated car or
60 train to another at junction points entitling a passenger to a con-
-61 tinuous ride in the same general direction, and such further free
62 transfers on all the surface lines of railway owned, leased or operated
63 by it, as may be satisfactory to or required by the public service
64 commission.
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1 Section 23. No payment shall be required of the company in
2 respect of the year ending the last day of September in the year nine-
-3 teen hundred and seventeen, unless the annual dividends paid by the
4 company during that year exceed six per cent.

Providing for a Further Investigation of the Affairs of the Boston Elevated
Railway Company and for a Study of the Needs of the Metropolitan
District for Additional Rapid Transit Facilities, and the Means of Pro-
viding the Same.

1 Section 24. The public service commission is hereby authorized
2 and directed to continue the work of the special commission appointed
3 under the authority of chapter one hundred and fifty-eight of the
4 resolves of nineteen hundred and sixteen, and in connection therewith
5 to investigate, among other things, the operation of the company and
6 the conduct of its affairs, with a view to determining whether or not
7 its net income may be increased by improved methods and practices,
8 and, if so, to what extent, and what the reasonable prospect is with
9 reference to such income in the near future. Said commission shall

10 report to the next general court, not later than the first day of Febru-
-11 ary, the results of its investigations and its views as to what further
12 changes, if any, should be made in existing laws relative to the com-
-13 pany to enable it to meet the reasonable demands of the public for
14 the further extension and improvement of its system of transportation,
15 accompanying its report with drafts of bills embodying any recom-
-16 mendations which it may make. Said commission may expend for
17 the purposes of this investigation a sum not exceeding fifteen thou-
-18 sand dollars.

1 Section 25. The Boston transit commission is hereby authorized
2 and directed to make a study of the present and future needs of the
3 district served by the company for additional rapid transit facilities
4 to be operated by the company, covering a period of about ten years,
5 and also of the forms and terms of leases and contracts to be made for
6 the operation of such facilities, and of similar pertinent matters,
7 reporting the results of its investigation to the next general court
8 not later than the first day of February. Said commission may ex-
-9 pend for the purpose of this study and investigation not exceeding

10 five thousand dollars.

Part VI.

1 Section 26. This act shall take effect upon its acceptance by the
2 Boston Elevated Railway Company by a vote of its board of directors
3 within sixty days from the passage of this act.






