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The committee on Street Railways, to whom was referred
the report of the special Street Railway Investigation Commission (including a joint special
recess committee of the
General Court), under chapter 129 of the resolves of 1917,
relative to the control, supervision, regulation, ownership,
operation, taxation, capitalization, finance, management
and
development of street railways in this Commonwealth and to
the powers, duties and liabilities of street railway companies
(Senate, No. 265), report (in part) the accompanying bill.
For the committee
GEO. W. IVOR RALE

STREET RAILWAY COMPANIES.
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[May,

Ci)c €ommontoealti) of S^agsacJnmtts.
In the Year One Thousand Nine Hundred and Eighteen.

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

Be it enacted by the Senate and Rouse of Representatives
in General Court assembled, and by the authority of the
same, as
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follows:

Section 1. Any street railway company, except the
Boston Elevated Railway Company and the Bay State
Street Railway Company, or the successors of either of
the said companies, which accepts this act as provided
in section twelve shall thereafter furnish service to the
public at cost, and shall thereafter be subject to the provisions of this act with reference to the matters specified
herein, but in all other respects shall be subject to the
general laws relating to street railway companies. The
words “the company” as used herein shall mean any
street railway company which has accepted the act; the
words “the commission” shall mean the public service
commission or its predecessor, the board of railroad

14 commissioners

Section 2. The cost of the service shall include
2 operating expenses, taxes, rentals, interest on all in-3 debtedness as hereinafter defined, dividends on preferred
1
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4 stock, such allowances for depreciation, obsolescence and
5 losses in respect of sold, destroyed or abandoned property
6 as may be fixed from time to time in the case of each
7 company by the commission, and all other expenditures

8 and charges which under the classification of accounts
9 of the interstate commerce commission and under the laws
10 of the commonwealth are properly chargeable against
11 income or surplus. The cost of service shall also include
12 an interest return at the rate of six per cent per annum
13 upon the “stock investment” as determined by the com-14 mission. The words “stock investment” as used in this
15 act shall mean the amount of cash paid in to the com-16 pany for stock other than preferred stock and the par
17 value of such stock paid for in property, the value of
18 which has been determined by the public service com-19 mission or its predecessors as equal to the par value of
20 such amount of stock. From this amount may be de-21 ducted any impairment of capital caused by the failure
22 to reasonably conserve the property, such amount to be
23 determined by the commission taking into due considera-24 tion the question of whether dividends in excess of an
25 investment rate have been paid to the stockholders.
1
2
3

Section 3. No company shall accept this act until
it has provided a reserve fund of not less than six per
cent nor more than twelve per cent of the gross earnings
of the preceding year. Such reserve fund may be provided by the issue of either bonds or stock or preferred

4
-5
6 stock issued under the provisions of law regulating such
/

8

issues

The reserve fund shall at all times be kept separate and

9 distinct and shall be used only for the purpose of making
10 up a deficiency of income where the income of the com-11 pany is insufficient to pay the cost of service as provided
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12 in section two. Until it is so used, the reserve fund may
13 be invested in the bonds of the United States or the
14 commonwealth of Massachusetts. The reserve fund shall
15 be fully subscribed for upon acceptance of the act by the
16 company, but shall be paid in over a period not exceeding
17 two years at such times and in such amounts as directed
IS by the public service commission. Any company, with
19 the approval of the commission, may furnish a larger

20 reserve fund than the act provides.
21
The reserve fund originally provided or the fund as
22 later increased with the approval of the commission shall
23 be considered the normal reserve fund.

Section 4. Any company desiring to accept this act,
1
2 as provided in section twelve shall at the time of its
3 application to the commission to determine the amount
4 of its stock investment, apply to the commission to de-5 termine the status of its then unfunded debt. The
6 commission shall thereupon disallow any amount thereof
7 improperly incurred.

Interest charges upon the debt so
8 disallowed shall be borne by the company and charged
9 to the amount which would otherwise be available as a

10 return upon the stock in accordance with the provisions
11 of section two. Interest charges upon the residue of the

12 unfunded debt shall be included in the cost of service.
13 Interest charges upon the unfunded debt incurred by the
14 company after its acceptance of this act shall be included
15 in the cost of the service unless the commission deter16 mine any portion of such debt as unreasonable or im-17 proper. Interest charges upon any portion disallowed
18 shall thereafter be deducted from the return upon the
19 stock

1

Section 5.

Whenever the income of the company is
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2 insufficient to meet the cost of the service as defined in
3 section two, there shall be transferred from the reserve
4 fund an amount sufficient to make up such deficiency,
5 and if, on the other hand, such income is more than Buffi ficient to meet the cost of the service, the excess shall be
7 transferred to and added to the amount of the reserve
8 fund.
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Section 6. A company accepting this act shall file
with such acceptance a schedule of nine different grades
of fares and transfer privileges. One such grade it shall
designate as the initial grade which it desires to establish
and which will, in its opinion, enable it to earn income
sufficient to meet the cost of service. Four of the other
grades shall provide for progressive increases in revenue
and four grades shall provide for progressive decreases in
revenue, in comparison with the initial grade, of not less
than thirty per cent of the reserve fund. Within thirty
days thereafter, after notice and a public hearing, the
commission shall either approve the schedule so filed or
shall establish a schedule similarly designed in place
thereof: provided, however, that if, during any period of
sixty days, more than one company shall file its acceptance of this act and a schedule of proposed grades of fare,
the commission shall not be required to approve or establish the grades of fare for any such company until thirty
days after the commission shall have passed upon all
schedules previously filed in accordance with the provisions of this section. Whenever, by reason of any change
in the existing rate of fare, there are less than four grades
either above or below any rate of fare which is then in
force, the company shall forthwith file with the commission a schedule of such additional grades of fare as may

26 be necessary, so that there shall always be not less than
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27 four above and four below the existing rate of fare, and
28 the commission shall thereupon, within sixty days there-29 after, either approve the schedule so filed or itself estab-

-30 lish in lieu thereof the necessary additional grades of fare.
31
If at any time it shall appear in the interest of the
32 public or of the company that the said schedule should
33 be changed either with regard to the method or basis
34 upon which the fares and transfer privileges are estab-35 lished, or because the steps between the different grades
36 are too small or too great, or for any other reason, the
37 company with the approval of the commission may
38 change the said schedule.
39
Except as thus provided, the commission shall have
40 power to modify such schedule only after it has been in
41 effect for a period of one year: 'provided however, that no
42 modification of such schedule which diminishes the rate
43 of return on the stock investment provided for in sec-44 tion two shall be continued in effect for a period exceeding
,

45 four months.
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Section 7. If as of the last day of any March, June
September, or December the amount of the resreve fund
shall exceed by thirty per cent or more the amount originally established, and during the preceding three months
the income shall have exceeded the cost of the service,
the company shall within thirty days thereafter put into
effect the next lower grade of fare that has been adopted
as aforesaid: and if as of the last day of any March,
June, September or December the amount of the reserve
fund shall be less than seventy per cent of the amount
originally established, and during the preceding three
months the income has been less than the cost of the
service, the company shall within thirty days thereafter
put into effect the next higher grade of fare, and the fare
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lo shall continue to be decreased or to be increased, as the
16 case may be, subject to the same conditions, if the amount

17 of the reserve fund is above or below said limits, as of
IS such quarterly dates. The company, with the consent
19 of the commission, may put into effect the next higher
20 or lower grade of fare at any time the reserve fund is
21 below or above the normal amount.
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Section 8.

The company shall provide an improvement fund to an amount required by the commission but
not exceeding five per cent of the invested capital. The
improvement fund may be raised by the issue of securities
as provided in section four for the reserve fund. It shall
be fully subscribed within sixty days after determination
of the invested capital of the company, and shall be paid
in from time to time as required by a plan of gradual
improvement to be submitted to and approved by the

10 commission.
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Section 9. Any company accepting this act shall be
bound by the fact of such acceptance to sell its entire
property and franchises as a going concern to the commonwealth or to any political subdivision thereof at any
time for an amount in cash equal to the stock investment
as defined in section two hereof and the amount of cash
paid in for preferred stock and the purchaser shall in addition assume all the outstanding contracts, leases and
other liabilities of the company.
The provisions of this section shall not preclude the
commonwealth or any political subdivision thereof from
acquiring the property and franchises of any company
accepting this act at any time through the exercise of the
power of eminent domain.

8
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Section 10. The governor, with the consent of the
2 council, shall appoint for a term of three years three of
3 the directors of the board of directors of any company
4 accepting the provisions of this act of whom at least two
5 shall be residents of a city or town served by such com-6 pany, and none shall be an owner of its stocks or bonds
7 but they shall have and exercise all the power and privi-8 leges of the other directors of the company, and shall
9 receive such fees as are paid the other directors. The
10 by-laws of the company shall be modified so as to permit
11 of the appointment of such directors, and shall also
12 provide for monthly meetings of the board. In case any
13 such board shall have an executive committee or a finance
14 committee or any other standing committee at least one
15 of the directors appointed by the governor shall be a
16 member of every such committee.
1
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Section 11. In order that the commission may at all
times be in a position to take such action as the public
interests shall require, the companies shall furnish the
commission each month with such statements as the commission may require, showing the condition of the reserve
fund, the income and expenditures of the previous month
and such other information as the commission may desire.
The commonwealth shall be divided by the commission
into street railway districts, and for each district within
which one or more companies has accepted the provisions
of this act, the commission shall appoint one or more
resident supervisors for terms of three years, their salaries
and expense allowance to be fixed by the commission and
paid by the company as an operating expense, or if their
duties extend to more than one company they shall be
apportioned between the several companies in respect to
which they act, in such manner as the commission may
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determine.

It shall be the duty of such supervisors to
19 keep in constant touch with the operation of the com-20 panics and to inform the commission of all complaints
21 and criticism of the service rendered.

22
In case any special investigation of any company is
23 deemed necessary by the commission, the commission
2-4 may order such investigation, the expense thereof to be
25 paid by the company.
26

The commission may require such changes in the man-27 agement and operation of any company which has ac-28 cepted the provisions of this act as in its opinion may be
29 necessary for the efficient conduct of the business of the
30 company in the interest of the public.

1

Section 12. Any company desiring to accept the
2 provisions of this act shall apply to the commission to
3 determine the amount of its stock investment, and upon
4 such determination the company may accept this act by
5 filing with the commission its election so to do authorized
6 by a vote of not less than the holdings of a majority of
7 its capital stock and evidence satisfactory to the commis-8 sion that it has or will provide the reserve and improve-9 ment funds mentioned in sections four and nine hereof.
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The commission may permit any company desiring to
operate under this act to commence operations before the
determination of its stock investment, provided said
company has met all the other requirements of this act,
but no dividends shall be disbursed to the holders of any
common stock until after said determination has been
made by the commission and accepted by the company.

Section 13. The commission may order any company
2 accepting this act to dispose of any property no longer of
3 service to the company. Any loss thereby incurred may
1

10
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4 be distributed over a period of not exceeding ten years as
5 provided for in section four, part two of chapter three
6 hundred and seventy-three of the Special Acts of nineteen
7 hundred and seventeen.

During the period of the present war and for one year
9 thereafter, the commission is authorized, in its discretion,
10 to direct any company to set aside for depreciation a
11 smaller amount than would be considered adequate in

8

12 normal times.
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Section 14. If a majority of the state directors of a
company believe an order or decision of the commission
would impair the ability of the company to pay the six
per cent interest return on the stock investment as provided in section two, they shall so advise the commission
in writing, whereupon such order or decision shall, upon
petition of the majority of the state directors be referred
to three arbitrators to be appointed by the chief justice

8
9 of the supreme judicial court of the

commonwealth.

Section 15. All orders, rules or regulations made, es1
-2 tablished or prescribed by the commission, under the pro-3 visions of this act, shall be enforced in the manner pro-4 vided in section twenty-eight of chapter seven hundred
5 and eighty-four of the acts of nineteen hundred and thir-0 teen.

