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Executive Department, State House, Boston, May 24, 1935.

To the Honorable Senate and House of Representatives

For the purpose of obtaining more equitable rates
from the public utility corporations engaged in the dis-
tribution of gas, electricity and telephone communica-
tion, a preliminary study of the rate situation in the
Commonwealth by a group of economists and utility
experts, acting at the direction of the governor, has been
in progress since the beginning of the year. As a result,
in part, of their activity, a reduction in the charges for
electric power, effective April first, already has been
secured, representing an annual saving to the ratepayers
of the Commonwealth approximating $2,000,000.

It is the opinion of this special committee, however,
and which I share, that, due to the established basis
for procedure in cases in which a direct reduction in
rates is sought, namely: the “value of investment”
as determined by the courts; any attempt to bring about
a reduction in utility rates by litigation necessarily must
be a long-drawn out and expensive process, with scant
hope that, even if successful, the reduction obtained
will be adequate.

It is the common belief of the committee and myself
that the question of lower utility rates lies in the adop-
tion of what is commonly referred to as the sliding scale
system of determining production and sales costs. The
sliding scale is not an untried theory, but a tested and
practical means, not only of securing lower rates for
utility service, but of increasing the volume of businessdone by the utility company, with consequently larger
earning capacity.
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The sliding scale plan was the means of reducing the
price of gas charged by the Boston Consolidated Gas
Company a number of years ago from $1.50 per thousand
cubic feet to eight cents per thousand cubic feet and,
until discontinued for some reason which does not ap-
pear, except possibly in the minds of the directors of
the holding company which gained control of the Con-
solidated Company, resulted in an increase in dividends
paid to stockholders of from seven to nine per cent over
a six-year period.

The sliding scale also was adopted in the city of Wash-
ington, D. C., twelve years ago and as a direct result of
the system, the charge for electric current dropped from
ten cents a kilowatt hour to three and one-half cents
per kilowatt hour. At the same time, notwithstanding
this reduction, the company steadily increased its in-
come. In 1924, before the sliding scale went into effect,
the company earned 3.4 times its bond interest, after
allowances for depreciation and taxes, and in 1932, its
earnings were twelve times its bonded interest. Earn-
ings on the common stock advanced from $26.90 in
1924 to $68.08 in 1932. Yet, unbelievable as it may
seem, the public utilities commission, in December of
1930, ruled that the rate of return under the sliding scale
arrangement was, in its judgment, excessive. Later, in
June of 1931, the District of Columbia commission further
found that the average net return to the company was
ten per cent during each of the years from 1925 to 1930
inclusive, an amount which it again stated to be ex-
cessive.

In the belief that, before recommending this plan for
adoption by the General Court of the Commonwealth,
its possible defects, as well as its advantages, should be
known, I directed the Governor’s advisory committee
to inquire into this side of the question. It is well estab-
lished fact that no plan that ever was devised is perfect
and it was so stated, with reference to the sliding scale
plan by the chairman of the District of Columbia Utili-
ties Commission.
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“We do not maintain that the so-called ‘Washington
Plan’ is perfect,” Chairman Eigen wrote. “We find
defects in it and correct them wherever found. At the
moment we are investigating the rate base to determine
its accuracy. However, the defects in the administra-
tion of the plan are found largely to be the result of
insufficient funds on the part of the Commission to
police the accounts of the company for the purpose of
determining precisely what the situation is with respect
to them actually. Furthermore, if we were rewriting
the plan, we would do so in more detail, setting out
more precisely the method of handling retirements from
the 1924 rate base, and the methods of determining:

(1) Working Capital
(2) Materials and Supplie
(3) Net Income.”

From the actual experience of the District of Colum-
bia with the sliding scale plan, it may therefore be seen
that the only shortcomings of the system have been
matters of supervisory detail, affecting the commission
itself. Equipped with adequate funds, as it is possible
to equip our State Department of Public Utilities, an
aggiessive personnel could keep under perfect control
and supervision the operation of Massachusetts utilitiesunder the sliding scale. Before the plan is placed ineffect here it will require careful consideration of theacts, which can be arrived at only through a compre-
lensive and accurate accounting over a considerableperiod of time. The experience with it in the past andthe many elements and factors which enter into the

of such complications as those outlined by6 chairman of the District of Columbia utilities com-nussion must be taken into consideration.
a im opinion and that of the governor’s committee,
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possible use of Federal aid, should be ample to secure
the basis for necessary legislation, possibly before the
Spring of 1936.

Accordingly I recommend the enactment of a resolve,
providing for the appointment of a commission of five
members, one by the Department of Public Utilities,
one by the Speaker of the House of Representatives,
one by the President of the Senate, and two by the
Governor, the two last-named to be compensated ade-
quately for their work; and the appropriation of an
amount not in excess of $lOO,OOO to carry out the func-
tions of such an investigating body.

JAMES M. CURLEY.
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In the Year One Thousand Nine Hundred and Thirty-Five.

Resolve providing for an Investigation by a Special Com-
mission Relative to Rates of Public Utilities.

1 Resolved, That a special commission, to consist of
2 one member of the senate to be designated by the
3 president thereof, one member of the house of repre-
-4 sentatives to be designated by the speaker thereof, and
5 three persons to be appointed by the governor one of
6 whom shall be a commissioner of the department of
7 public utilities, is hereby established. The appointees
8 of the governor, other than the commissioner of public
9 utilities, shall receive such compensation as the gover-

-10 nor, with the consent and approval of the council, may
11 determine. All members of the commission shall be
12 paid their reasonable traveling expenses, together with
13 all other necessary expenses. Said commission shall
14 imestigate and study public utility corporations en--15 gaged in the distribution of gas, electricity and tele-
-16 phone communication, especially to determine the1' fair valuation of the properties of the aforesaid com-J Panies - their management, method of operation and

accounts, and the desirability of consolidation of any
existing companies. Said commission shall hold hear-mgs, shall be provided with quarters in the state houseor elsewhere, and shall avail itself of the services of allstate departments as it may need in the course of its
investigation. Said commission shall have the power
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25 to summon witnesses, require the production of books,
26 records, contracts and papers and require the giving of
27 testimony under oath. It shall have authority to hire
28 auditors, accountants, engineers and rate experts,
29 clerks and all other employees which said commission
30 may deem reasonably necessary and proper in the per-
-31 formance of its duties. Said commission may expend
32 a sum not exceeding in the aggregate one hundred
33 thousand dollars, as may hereafter be appropriated,
34 and the said commission is further authorized to re-
-35 ceive and to utilize in carrying out its duties herein
36 imposed such aid as may be rendered to it through
37 the co-operation of the federal government. Said
38 commission shall report to the general court the results
39 of its investigation and its recommendations, if any,
40 especially such recommendations pertaining to security
41 of employment, reduced rates to the public, and
42 security of investment, and more especially the advisa-
-43 bility ofrecommending a systematic plan for continual
44 adjustment of public utility rates, together with
45 drafts of legislation necessary to carry said recom-
-46 mendations into effect by filing the same with the clerk
47 of the house of representatives not later than the first
48 Wednesday of December in the current year.
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