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Bill accompanying the petition of George Allen relative to the public
iperation of certain street railways in Massachusetts and to provide
or meeting the cost by means of taxation. Street Railways.
January 16.

AN ACT
To provide for the Public Operation of Certain Street Rail-

ways in Massachusetts, and to provide for meeting the
Cost of Service of the Same by Means of Taxation.
nit enacted by the Senate and House of Representatives

in General Court assembled, and by the authority of the
same, as follows:

railway company operating in1 Section 1. Any street
2 Massachusetts which accepts this act as provided herein
3 shall thereafter be subject to the provisions of this act
4 with reference to the matters herein specified, but in all
5 other respects shall be subject to the general laws relating
6 to street railway companies.

Cftc Commontoealdb of Massachusetts.

In the Year One Thousand Nine Hundred and Twenty.

1 Section 2, A. Any company desiring to accept the
2 provisions of this act, except the Boston Elevated Street
3 Railway Company, and the Eastern Massachusetts Street



9 [Jan,HOUSE —No. 741.

4 Railway Company, may apply to the department of pub-
-5 lie utilities, hereinafter called the department, to deter-
-6 mine the amount of its invested capital, and upon notifi-
-7 cation of such determination may accept this act by filing
8 with the department its election so to do authorized by a
9 vote of not less than the holdings of a majority of its

10 capital stock.

13 (a) Cash actually paid into the company for stock and
14 bonds issued for capital purposes with the approval of
15 the department or its predecessors.
16 (b) The face or par value of stock or bonds issued for
17 capital purposes or paid for in property where the depart-
-18 ment, or its predecessors, after the issue of such stock or

19 bonds, determined that the then value of the property of
20 the company was equal to the face value of its capital
21 stock and its indebtedness.
21 (c) In all cases other than those provided for in sub-
-23 sections (a) and (b), the actual cash paid in or actual cash

24 value of property paid in for stock or bonds issued lor

25 capital purposes where such issue was not approved by
26 the department, or its predecessors, the amount of such

27 cash so paid in or the cash value of the property so paid

28 in to be determined by the department upon the apphea-

-29 tion of the company: provided, however, that if the in-

-30 vestment value of the property of the company has been

31 determined within five years prior to the date of the

32 passage of this act, the amount so determined, with the

33 addition of amounts subsequently expended as found by

34 the department, shall be deemed the “invested capital.”

35 In case a company has reduced its capital stock °i

36 debt the invested capital shall not exceed the outstanding

37 stock and debt of such company.

11 The words “invested capital” as used in this act shall
12 mean the aggregate of the following items:
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38 In the case of consolidation of two or more companies
39 or the purchase of all the property and franchises of one
40 company by another, the invested capital of the consol-
-41 idated company shah be deemed to be the aggregate
42 amount of the invested capital of the companies con-
-43 solidated, and in the case of purchase the bonds and
44 stocks issued or assumed in payment for the properties
45 and franchises purchased shall be taken at an amount
46 equal to the invested capital of the selling company as
47 herein defined.
48 If the company shall have paid an average annual divi-
-49 dend in excess of six per cent for five years next preceding
50 its acceptance of this act, there shall be deducted from the
51 aggregate of items a, b and c such a part of the said ag-
-52 gregate as, in the judgment of the department, has been
53 lost or wasted through the failure of the company or its
54 officers, managers, or directors to exercise reasonable care
55 and diligence in the preservation of the company’s
56 property.
57 B. Any company desiring to accept this act, as pro-
-58 vided in section two, may at the time of its application to
59 the department to determine the amount of its then in-
-60 vested capital, or within six months after the date of its
61 acceptance of this act, apply to the department to deter-
-62 mine the status of its then unfunded debt. The depart-
-63 ment shall thereupon determine the amount thereof which
64 represents expenditures properly incurred for capital pur-
-65 poses and the amount thereof which represents deficits of
66 operation which are not due to the payment of yearly re-
-67 turns upon the invested capital in excess .of an average
68 rate of six per cent, or otherwise attributable to misman-
-69 agement. The department may also make provisions for
1 0 the gradual retirement of this amount by charges to oper-
-71 ating expense to be included as a part of the cost of the
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72 service. Interest charges on both of said amounts, in
73 addition to interest charges upon the company’s bonded
74 indebtedness, shall be included in the cost of the service.
75 Interest charges upon the residue of the unfunded debt,
76 not included in either of the said amounts, shall be borne
77 by the company and charged to the amount which would
78 otherwise be available as a return upon the invested cap-
-79 ital. In case any company fails to make an application
SO for the determination of the status of its unfunded debt, as
81 provided in this section, all interest charges upon its un-
-82 funded debt outstanding at the date of the acceptance of
83 this act shall be charged to the amount which would
84 otherwise be available as a return upon the invested
85 capital. Interest charges upon the unfunded debt in-
-86 curred by the company after its acceptance of this act
87 shall be included in the cost of the service until such
88 time as the department disallows any portion of such
89 debt as unreasonable or improper. All interest charges
90 upon the portion so disallowed shall thereafter be charged
91 to the amount which would otherwise be available as a
92 return upon the invested capital.

1 Section 3. When a company has accepted the pro-
-2 visions of this act as provided in section two, the public
3 service commission, subject to the approval of the gov-
-4 ernor and council, shall within a reasonable time appoint
5 a manager of such company and subject to like approval
6 fix his compensation.
7 In the case of the expiration of term of office, or of any
8 vacancy in the position of manager, by reason of death,
9 resignation or otherwise, the department, subject to the

10 approval of the governor and council, shall fill the va-

il cancy for the unexpired term.
12 Said manager shall not be considered a public officer
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13 within the meaning of section twenty-five of chapter five
14 hundred and fourteen of the acts of nineteen hundred and
15 nine, but shall be subject in all other respects to the pro-
-16 visions of said section to the same extent as are the
17 directors of the company, but said section shall not apply
18 to recommendations by the department to said manager.
19 The provisions of section one of chapter seven of the
20 Revised Laws shall not apply to the said manager.
21 The department shall fix the date when said manager
22 shall assume the management of the property and the
23 said manager shall serve for a term of five years from
24 that date, but shall be subject to removal by the depart-
-25 ment at its pleasure.

1 Section 4. Said manager shall file a bond approved
2 by the department and shall manage and operate the
3 company and the properties owned, leased or operated by
4 it, and, subject to the provisions of this act, shall take
5 and have possession of said properties in behalf of the
6 commonwealth,, and, for the purposes of this act, shall,
7 except as is otherwise provided in this act have and may
8 exercise all the rights and powers of said company and
9 its directors, and, upon behalf of said company, shall

10 receive and disburse its income and funds. He shall have
11 the right to appoint and remove in his discretion the
12 president, treasurer and clerk of the corporation, and all
13 officers of the company other than the board of directors.
14 In the management and operation of the said company
15 and of the properties owned, leased or operated by it, as
16 authorized by this act, the manager and his agents, serv-
-17 ants and employees shall be deemed to be acting as
18 agents of the company and not of the commonwealth, and
19 the company shall be liable for their acts and negligence
20 in such management and operation to the same extent as



6 [Jan.HOUSE —No. 741.

21 if they were in the immediate employ of the company
22 but said manager shall not be personally liable.
23 Nothing herein contained shall be held to affect the
24 right of the commonwealth or any subdivision thereof to
25 tax the company or its stockholders in the same manner
26 and to the same extent as if the company had continued
27 to manage and operate its own property.

1 Section 5. The manager shall have authority, subject
2 to the approval of the department, to make contracts in
3 the name and on behalf of, and to issue stocks, bonds
4 and other evidences of indebtedness of, the company.
5 He shall cause to be paid all amounts which may from
6 time to time become due from the company, and shall
7 declare and pay dividends at the appointed times upon
8 the preferred and common stock of the company.

1 Section 6. The stockholders of the company shall, as
2 heretofore, elect a board of directors which shall, how-
-3 ever, during public operation, have no control over the
4 management and operation of the street railway system,
5 but its duties shall be confined to maintaining the cor-
-6 porate organization, protecting the interests of the cor-
-7 poration so far as necessary, and taking such action from
8 time to time as may be deemed expedient in cases, if any,

9 where the manager cannot act in its place. The by-laws
10 of the company shall be modified, as far as may be
11 necessary, to conform to the provisions of this act.
12 By its acceptance of this act, the company and the
13 stockholders and directors thereof shall be deemed to

14 have assented to and authorized all issues of stock, bonds
15 and other evidences of indebtedness which the manager,

16 with the approval of the department, may find necessary
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17 or advisable, or which may be required to carry out any

18 existing or future obligations of the company; but, not-
-19 withstanding such assent and authorization, the stock-
-20 holders and directors shall from time to time take such

21 action with respect thereto as may be requested by the
22 manager.

23 Such sum as may be deemed reasonable shall be
24 allowed to the board of directors each year by the man-

-25 ager to provide for the maintenance of the corporate
26 organization of the company and the performance of
27 such duties as may be necessary by the company and the
28 directors.

1 Section 7. If the department is at any time of the

2 opinion that funds are at once necessary for rehabilitation
3 or extension for any company operating under this act
4 which can not equitably be raised as a part of current
5 cost of service, it shall certify the amounts necessary to
6 the state treasurer, who shall thereupon provide for the
7 payment thereof and pay over the same to the manager.
8 The company, upon receipt of the same, shall forthwith
9 issue to the commonwealth preferred stock, entitled to

10 cumulative dividends of six per cent per annum, of a par
11 value equal to the said amount paid over to the company
12 and entitled to preference as to dividends and assets in
13 liquidation in priority to all other stock outstanding at
14 time of such issue, except such stock as may be, under
15 the company’s charter or the laws of the commonwealth,
16 entitled to dividends in preference thereto, or any pre-
-17 ferred stock that the company is at the time under con-
-18 tract to issue thereafter.
19 To meet maturing obligations to the commonwealth in
20 this respect there shall be assessed annually upon the
21 cities and towns included within the system an amount
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22 sufficient to meet such obligations within the fiscal period
23 hereinafter designated in the proportion and in the man-
-24 ner that the amount assessed to meet any deficit is
25 assessed under the provisions of this act.

1 Section 8. The department shall fix and cause the
2 manager to put into operation rates of fare for the whole
3 or any part of the system operated by the manager which
4 in its judgment, taking into consideration, on the one
5 hand, the value of the service to the rider, and, on the
6 other hand, the value of the service to business and prop-
-7 erty in the communities, should be the maximum charge
8 for the service rendered which the car rider should pay
9 toward the cost of service as defined herein. If at any
10 time the department shall be of the opinion that such
11 fare or fares should be changed it may adopt, publish and
12 cause to be put in effect a new fare or fares.

1 Section 9. The cost of the service shall include op-
-- erating expenses, taxes, rentals, interest on all indebted-
-3 ness, such allowance as the department may deem neces-

-4 sary or advisable, for depreciation of property and for
5 obsolescence and losses in respect to property sold, de-
-6 stroyed, or abandoned, all other expenditures and charges
7 which under the laws of the commonwealth now or here-
-8 after in effect may be properly chargeable against income
9 or surplus, fixed dividends on all preferred stock of the

10 company from time to time outstanding, and dividends
11 on the common stock of the company from time to
12 time outstanding at the rate of five per cent per annum
13 on the par value thereof during the first two years, five

14 and one half per cent per annum on the par value thereof
15 during the next two years and six per cent per annum on

16 the par value thereof during the balance of public opera-
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17 tion. Dividends upon the common shares shall be pay-
-18 able quarterly, but no dividends shall be paid upon such
19 common shares in excess of the rates herein specified.
20 The first payment shall be made at the expiration of six
21 months from the commencement of public operation.

1 Section 10. If, as of the last day of any June or
2 December after the manager assumes control the income
3 for the semiannual period just ended has been insufficient
4 to meet the cost of service during the said period, it shall
5 be the duty of the manager to notify the treasurer and
6 receiver general of the commonwealth of the amount of
7 such deficiency, and the commonwealth shall thereupon
8 pay over to the company the amount so ascertained.
9 Pending such payment it shall be the duty of the manager

10 to borrow such amount of money as may be necessary to
11 enable him to make all payments, including dividend pay-
-12 ments, as they become due. If, as of the last day of any
13 June or December during the period of public operation,
14 the income has exceeded the cost of service the manager
15 shall apply the excess, so far as necessary, to reimbursing
16 the commonwealth for any amounts which it may have
17 paid to the company under the provisions hereof, and the
18 commonwealth shall thereupon distribute the amount so
19 received among the cities and towns in which the com-
-20 pany operates, in proportion to the amounts which they
21 have respectively been assessed.
22 In case the commonwealth shall be called upon to pay
23 to the manager of the company any amount under the
24 provisions of this section, such amount, with interest and
25 other charges incurred, shall be assessed upon the cities
26 and towns in which the company operates by an addition
27 to the state tax next thereafter assessed in proportion to
28 the population of said cities and towns as determined by
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29 the last state or federal census, said proportion to be de-
-30 termined and reported to the treasurer and receiver gen-
-31 eral by the department.
32 In order to meet any payment required of the com-
-33 monwealth under the provisions of this section the treas-
-34 urer and receiver general may borrow at any time, in
35 anticipation of the assessments to be levied upon the
36 cities and towns, such sums of money as may be neces-
-37 sary to make such payments, and he shall repay any
38 sums so borrowed as soon after said assessments are paid
39 as is expedient.

1 Section 11. The public management and operation of
2 any company accepting this act shall continue until Janu-
-3 ary first, nineteen hundred and thirty, and thereafter
4 until such time as the commonwealth by legislative act
5 may elect to discontinue the same.

1 Section 12. It shall be the duty of the manager to
2 maintain the property of the company in good operating
3 condition and to make such provision for depreciation,
4 obsolescence and rehabilitation, that, upon the expiration
5 of public management and operation, the property shall
6 be in good operating condition.
7 If the period of public management and operation ex-

-8 pires, control of the property shall then revert to the
9 company, and if for the semiannual period heretofore

10 designated during which or at the end of which such
11 management is returned to the company the income for

12 said period to the date of return of management to the
13 company has exceeded the cost of service for the same

14 period, the said excess shall be paid into the treasury of

15 the commonwealth and distributed among the cities and

16 towns in which the company operates in the same pro-
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17 portions as the assessments provided for herein, but if the
18 said income has been insufficient to meet the said cost of
19 service, the commonwealth shall forthwith pay over to the
20 company at the end of such public management an
21 amount sufficient to cover said deficiency and assess the
22 same as heretofore provided herein.

1 Section 13. The acceptance of this act by the com-
-2 pany shall constitute an agreement upon its part to sell

to the commonwealth or any political subdivision thereof
4 at am time during the period of public management and
5 operation its whole assets, property and franchises as a
6 going concern upon the assumption by the commonwealth
i of all its outstanding indebtedness and liabilities and the

8 payment of an amount in cash equal to the amount paid
9 in in cash or the equivalent by its stockholders for stock

10 then outstanding.
11 The provisions of this section shall not preclude the
12 commonwealth or any political subdivision thereof from
13 acquiring the property and franchises of the company at
14 any time through the exercise of the power of eminent
15 domain.



$


