
SENATE No. 102.

Board of Gas and Electric Light Commissioners

Hon. Alfred S. Pinkerton, President of the Senate

Sir :I have the honor to transmit herewith the Report
of the Board of Gas and Electric Light Commissioners
called for, by order of the Honorable Senate and House of
Representatives.

Very respectfully,

JEREMIAH W. COVENEI

€ommcmu)Cftltl) of ittassacljusctts.

Chairman Board of Gas and Electric Light Commissioners.
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Office op the Board
Gas and Electric Light Commissioners, March 25,189;

To the Honorable Senate and House of BepresentaMz

We have the honor to acknowledge the receipt, on the
twenty-sixth of February last, of an order, of which the
following is a copy :

Ordered, That the Board of Gas and Electric Light Com-
missioners be instructed to make a special report to this
Legislature, within thirty days from the passage of this
order, as follows :

1. Whether or not the Boston Gas Company has within
the past six months made any advances in its charges for gas.

2. At what price the Boston Gas Company can manu-
facture gas delivered in its holders and at the meters of its
consumers and pay dividends of eight per cent, on its cap-
ital stock, and provide for all needed renewals and exten-
sions of its plant.

3. To what extent the Boston Gas Company is hiring
the use of pipes from another corporation at an excessive
rental, and to what extent the Boston Gas Company is pay-
ing another corporation one dollar per thousand feet for gas,
which it could manufacture for a less sura per thousand feet.

4. As to whether the Bay State Gas Company diverts
the surplus earnings of the Boston Gas Company into the
treasury of a foreign corporation known as the Bay State
Gas Company of Delaware.

The Board of Gas and Electric Light Commissioners, for
the purpose of this investigation and report, are hereby em-
powered to order the production of books and papers and to
compel the attendance of witnesses.

Commomwcaltl) of iftaesacfyusctts.
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In reply we respectfully submit the following
Nov. 11, 1887, the directors of the Boston Gas Light

Company authorized three year contracts at $1 per thousand
with all consumers whose bills had theretofore exceeded
|2,000 per annum.

Under this authority, contracts at this rate were made
with forty-two consumers, mostly managers of theatres,
hotels, railroads, newspapers and large retail stores, by
which, in consideration of this rate, they bound themselves
to purchase gas of the Boston Gas Light Company exclu-
sively, for the period named. All these contracts expired
on or about the first day of January, 1891, but the company
continued to supply them with gas at $1 per thousand until
Jan. 1, 1892, at which time the price was advanced to $1.30
per thousand feet.

These consumers, in the year 1891, paid for 124,394,300
cubic feet of gas $124,394.30. With the rate of $1.30, and
the same consumption, the bills wouldamount to $161,712.59,
an increase of $37,318,29.

On Nov. 28, 1887, the directors voted that from and after
Jan. 1, 1888, a reduction of ten cents per thousand cubic
feet be given to consumers whose bills were between $l,OOO
and $2,000 per annum. On April 10, 1889, it was voted
“that the rebate of ten cents per thousand feet allowed to
large consumers be continued for the present.” No other
action has been taken with reference to this rebate. The
last payments under these votes were made on March 24,
1891, for consumption of 1890, at which time fifty-four con-
sumers received rebates amounting to $7,569.42.

We know of no other change in rates during the period
named in the order.

Referring to the first part of the third question we have to
report:

The Bay State Gas Company has laid, at their works and
in the streets of Boston, 15 miles and 3,070 feet of mains, as
follows:

feet of 10 inch

feet of 12 in
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In the opinion of the Board a fair estimate for the cost of

these pipes is as follows :

For the 30-inch, $91,800; for the 24-inch, $51,500; for
all the others, $65,200, or about $208,500 in all.

On or about July 1, 1889, the Boston Gas Company
began to use the 24-inch and 12-inch pipes for the purpose
of sending gas into the city. Late in October of the same
year they began to use the 30-inch pipe from their works to
Shawmut Avenue. Only a small portion of the 4-inch, 6-
inch and 10-inch pipes have been used by the Boston Com-
pany.

For this use they have paid as follows to the Bay State
Gas Company of Massachusetts :

Dec. 20, 1889, for the calendar year 1 $lOO,OOO 0(
100,000 0(Oct. 81, 1890, for the calendar year 189C

Total, 5200.00C

Some question has arisen in reference to this last item and
there is some confusion in reference to it in the books of the
Boston Gas Light Company.

The cash book of this company shows that on Oct. 31,
1890, $lOO,OOO was paid to the Bay State Company for use

of mains, and this amount was immediately charged to Profit
and Loss. June 30, 1891, this entire amount was taken out
of Profit and Loss and charged to a new account, “Kent of
Mains,” opened for the purpose, upon the ground that the
rental was for two years and that the previous charge of this
sum to Profit and Loss was an error. In the return to this
Board, under date of June 30, 1891, the full sum of $lOO,OOO
is included in the assets of the Boston Company, as though
this payment had been made for a use to be enjoyed at some
period wholly subsequent to that date, but it does not appear
as a liability in the return of the Bay State Gas Company of
Massachusetts. This sum also appears, in the same way, in
the balance sheet of the Boston Company of Deo. 31, 1891,
but not in that of the Bay State of Massachusetts of that
date.

The entries of this transaction in the accounts of the Bay
State of Massachusetts give no indication of the period for
which the money was received, but the receipt for this sum



102.1892. 5SENATE —No.

filed with the vouchers of the Boston Company, and the
records of the meetings of the directors of both corporations,
state clearly that this sum of $lOO,OOO was in payment for
use of mains in 1890.

In relation to the purchases of gas referred to in the last
part of the third question, we submit the following:

The Boston Gas Light Company has purchased from the
Bay State Gas Company of Massachusetts, gas as follows :

June 30, . 84,285,000 feet, at SI per M., $B4

ly Ito Dee. 31, . 306,446,000 feet, at ft per M., 306,44

Total for the year, . 890,731,000 feet, at $1 per M., $390,731

1891.
From Jan. Ito June 30, . 319,038,000 feet, at $ 1 per M., $319,038
From July Ito Dec. 31, . 470,326,000 feet, atsl per M., 470,326

Total for the year, . 789,364,000 feet, at $1 per M,, $789,364
The accounts show a rebate for gas bought during the last six

months of $70,000

Making the cost for that period 86.7 cents per M., and the net
expenditure for the year, $719,364

1892.
Month of January, . . 91,821,000 feet, at $1 per M., $91,821
Month of February, . . 76,708,000 feet, at $1 per M., 76,708

Total for two months,. 168,529,000 feet, at $1 per M,, $168,529
This expenditure exceeds that of the first two months of last

year by $37,181

These prices were for the gas delivered in the mains of
the Bay State Company leading to the works of the Boston
Company, in whose holders it was stored. If this gas had

he Boston Company its cost
nts per thousand feet.

been made at the works of t
should not have exceeded 55 ct

In replying to the fourth qut stion a strict construction of
would probably include only
all the expenditures had been

the term “ surplus earnin
that sum which remained after
met, including interest and dividend charges. Upon this
meaning of the term it appears that all such earnings have
remained in the possession of the Boston Gas Light Com-
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pany invested in its works or employed in the ordinary
conduct of its business.

The Board has assumed that the inquiry was designed to
have a broader scope, and to include all those funds of the
Boston Company which may have passed from it to the Bay
State of Delaware through the Bay State of Massachusetts,
but to exclude any sums which may have passed otherwise,
directly or indirectly, to the Delaware Company.

As the income of the Bay State of Massachusetts has
been derived almost exclusively from its transactions with
the Boston Company, it is fair to say that practically its
entire profits are from the earnings of the latter company.

The Board has therefore endeavored to answer the inquiry
by ascertaining what portion of these profits has been paid
to the Bay State of Delaware.

Sometime in the year 1885, the Bay State of Massachu-
setts, by authority of its directors, executed and delivered
in part payment for its works, or plant, to be thereafter
constructed, a bond or written obligation dated March 11,
of that year, for $4,500,000. By the terms of this obliga-
tion interest must be paid on said sum as often as once in
each and every six mouths from its date, at a rate equal to
nine-tenths of the net profits of the business of said Bay
State Gas Company.

For this reason the directors have found it necessary,
whenever declaring a dividend upon the $500,000 of stock,
to declare interest at the same rate on the $4,500,000
bond.

The Bay State of Delaware is not a holder of stock in the
Bay State of Massachusetts, but by assignment dated Aug.
13, 1889, it became the sole owner of the bond, and all
payments of interest have been made directly to the former
corporation.

interest has been declared on this bond as follows

1890.
Jan 2, 2 per cent., as of Dec. 20, 1889 10.000

Oct. 30, 2 per cent., as of Oct. 31, 189< 10,000

Deo. 18, 3 per cent 135,000

Total for the year
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1891.
Apr. 29, 2 per cent, $90,000
June 15, 8 per cent., 185,000
Oct. 29, 1| per cent., 67,600
Dec. 28, 1J per cent., 07,500

Total for the year, $360,000
1892.

Mar. 14, 2J per cent., ........ $112,500

Cash payments on account of this interest have been made
as follows :

1889, Dec. 31, f 90,000 00
1890, Nov. 15, 80,000 00

Dec. 15, 5,000 00
Dec. 31, 123,000 00

1891, May 1, 17,000 00
May 15, 63,000 00
June 15, ...... 145,000 00
Aug. 15, 13,300 00
Nov. 14, 70,000 00
Dec. 31, 67,510 50

1892, Jan. 6, 4,000 00
March 19, . 112,500 00

$780,310 60
Balance unpaid, 7,189 50

Total, $787,500 00

So far as the Board is aware, no other earnings of the
Boston Company have passed through the Bay State of
Massachusetts to the Bay State of Delaware

The inquiry as to price, numbered 2 in the order, suggests
a question of much difficulty, demanding for its full and fair
consideration a large amount of careful investigation.

The price at which gas can be supplied, whether in the
holder or at the meter, is not a fixed and obvious price, in
every place the same, but many items of expense are so
affected by local conditions and the volume of the business
that it is impossible to exactly determine at what price a
company can make and supply its gas, without an intelligent
and exhaustive examination of all its affairs.

The Boston Gas Light Company disburses annually nearly
two millions of dollars in many thousand transactions, and



the time allowed l»y the order is much less than the Board
has usually given to the examination of questions of a similar
character, and is not sufficient for that careful study which
would be necessary in a judicial determination on a petition
under the statute for a reduction of price.

M hen it is considered that a change of one cent in the
price per thousand feet causes a corresponding variation of
more than $14,000 in the income of this company, the
importance of a careful study of all the conditions, before
absolutely determining the price that is fair and just to all
concerned, becomes apparent.

From computations based on the statements in the sworn
returns made to this Board by the Boston Company, .for
the year ending June 30, 1891, it appears that it cost for
coal, 36.27 cents per thousand feet; reducing this by the
amount received from residual products, 13.09 cents, leaves
23.18 cents per thousand feet for the cost of coal. The
amount of the other items making up cost in the holder,
including enrichers, purification, wages at works and repairs,
was 36.8 cents, making a total of almost 60 cents for cost in
the holder.

For the cost from the holder to the consumer’s meter,
Including wages, main and meter repairs, directors’ allow-
ances, salaries, office expenses, taxes, claims, law expenses
and incidentals, the amount was 21 cents, making 81 cents.
To this sum should be added about five per cent, of the
cost in the holder for gas which is used in carrying on the
business, and that which is invariably lost in the process of
distribution, commonly known as leakage, or unaccounted-
for gas, making a total of 84 cents.

In the spring or early summer of 1890, the Boston Com-
pany abandoned its former custom of buying coal directly
from coal companies, or their regular agents, and has since
then (with the exception of about 1,000 tons bought of the
Dorchester Gas Light Company) purchased exclusively of
the Bay State Gas Company of Delaware, at what seems to
be a uniform advance over the market price, and adding, for

In the opinion of the Board this amount of 84 cents is too
large and may readily be reduced without embarrassment to
the company.

8 GAS COMPANIES. [Mar
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the year to June 30, 1891, about $33,700 to the cost
about 4 cents per thousand feet to the cost in the holder

A different treatment of the residual products wc
probably increase the revenue from th
spondingly reduce the cost of the gas. During the ye
mentioned, all the tar sold from the North End stat
marketed by the Bay State of Massachusetts, at a profit tot
that company of about $B,OOO, or one cent per thousand feetand

An important item in t
that of enrichers or oil. The exnerierenence ot other compan

would indicate that a reduction of two cents per thousarnts per thousand
might be made in this it al investigation has
been made of the other items lot

Deducting from the 84 cents mentioned as t
consumer’s meter, the 7 cents just referred to, leaves 77fc
cents; and taking the same amount, 7 cents, from tl

nts leaves 53 cents as a fair estimate of the cost in th
holder. The proper amount needed to provide for renewal
and extensions is perh

rately determine, and the one cone
would differ most widely. \ ery much depends upon theVerjr much depends upon tl
present condition of the plant
the change ofpopu
details of the busin

Very valuable su

and output, and all the engineering

n
history of the company. D
with 1877 the charges again:

anng the hf

provements have somewhat
age annual charge of abor

merits per thous
pany. But the period na
development; it witnessed
works at Commercial Point
mains and a payment for a par

No such extraordinar v
for in the next ten yc

loubled no additional 1
Pair provision
with one-half the sum natn
feet.
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liic capital of the company, $2,500,000, equals $1 77 forevery thousand feet of output, and 8 per cent, on this maybe stated at 15 cents per thousand. Adding these amountsto the 77 cents estimated to cover other items, we have $1 asa fair price at which gas may be delivered at the consumer’smeter upon the conditions described.
The detailed figures given are based upon an annual out

put of about 1,414,000,000 feet. If, for any reason, theBoston Company should find it necessary to decline to supplythe Roxbury and Dorchester companies, the cost of distri-bution would be increased about six cents because of thereduction in output.
Neither the fact of the purchase of gas from the Bay State

of Massachusetts nor the price paid that company has beenconsidered in these estimates. If the Boston Company wereto continue to supply the Roxbury and Dorchester companies
without purchasing from the Bay State, it would be neces-
sary to very soon increase the capacity of the CommercialPoint station at considerable expense.

If a water gas plant were built, for which the company
now owns the rights, the cost of the mixed gas might be
somewhat less than the above estimates.

Respectfully submitted

JEREMIAH W. COYENEY
FORREST E. BARKER,
CHARLES A. TOWNE.
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