
HOUSE No. 1351

<£ommonu)caltl) of fHassadjusetts.
I n Board o r Gas and E lectric L ight  Commissioners, 

Boston, May 15, 1900.
To the House of Representatives.

We have the honor to acknowledge the receipt of the fol
lowing orders, and to submit our reply thereto : —

Whereas, The Board of Gas and Electric Light Commissioners 
after a careful investigation have decided that gas is being manu
factured in a section of the Commonwealth for sixty-two cents per 
one thousand cubic feet, and that eighty cents per one thousand 
cubic feet is a fair price to the consumer, and as it is only just 
that all sections of the State be placed on an equal footing, so far 
as possible ; therefore, be it

Ordered, That the Board of Gas and Electric Light Commis
sioners be instructed to investigate forthwith the expediency of 
reducing the price at which gas for heating and illuminating pur
poses is sold to the consumer in the city of Lynn; and that said 
Board be requested to report its recommendations to the House of 
Representatives on or before the first day of April in the year 
nineteen hundred. (February 1.)

Ordered, That the time within which the Board of Gas and 
Electric Light Commissioners are requested to report, under the 
order of the House, adopted February 1, instructing said com
missioners to investigate forthwith the expediency of reducing 
the price at which gas for heating and illuminating purposes is 
sold to the consumer in the city of Lynn, be extended to May 1. 
(March 23.)

Ordered, That the time within which the Board of Gas and 
Electric Light Commissioners are requested to report, under the
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order of the House, adopted February 1, instructing said com
missioners to investigate forthwith the expediency of reducing 
the price at which gas for heating and illuminating purposes is 
sold to the consumer in the city of Lynn, be extended to May 15. 
(May 1.)

It may not be out of place to correct an apparently erro
neous impression involved in that portion of the preamble 
which states that this Board has “ decided that gas is beino- 
manufactured in a section of the Commonwealth for sixty- 
two cents per one thousand feet; ” no decision to this effect 
has been made by the Board.

The Board began its inquiry under the order with a public 
hearing, at which the company and certain of its customers 
were represented, which was followed by a careful study of 
the financial and physical condition of the corporation.

This company, under the name of the Lynn Gas Light 
Company, was chartered in 1853, completed its works and 
began to supply gas before the close of the following year, 
and has continued such supply ever since without inter
ruption and without competition, except for a time between 
1880 and 1890, when the Citizens Gas Light Company was 
engaged in the supply of gas to a limited extent in the 
central portion of the city. In 1888, the company, under 
the authority of a special act and with the approval of this 
Board, combined with the local electric light company, and 
since that date the consolidated company has supplied both 
gas and electric light throughout the city of Lynn. It has 
also extended the supply of both kinds of light to the adjoin
ing towns of Swampscott and Saugus, and of electric light 
to Nahant.

Its original capital was §10,000, which was gradually in
creased until in 1873 it was §150,000 ; and in that year, on 
account of extensive additions to its plant, it was increased 
to §300,000. It has never watered its stock, and since the 
date last named has never increased it, except in 1888, 
when, under the authority of a special act before referred to, 
it added another $100,000, solely to acquire the local elec
tric lighting property. At the time of reorganization 
attending this transaction no new capital was issued, that of
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the old companies being exchanged for the new, share for 
share.

Prior to 1891 its dividend was as much as 8 per cent, in 
only three years, and from 1871 to 1889 its average divi
dend was less than 6 per cent., although its earnings would 
have been considered by a less conservative management to 
fully justify a higher rate.

Beginning with 1884, and ending with 1897, the company 
made nine reductions in price, from $2 to $1, an average of 
one reduction for every year and a half of that period. Its 
present net price is $1 per thousand. From 1891 its 
average price has been lower than the average in the Com
monwealth, and since 1897 its net price as low as the lowest.

In fixing the price of gas it is important to consider three 
things, — operating expenses, allowance for depreciation or 
contingencies, and the capital charge. The decision as to 
what may be the proper amount to provide out of income 
for contingencies, depreciation, improvements, extensions, 
or whatever other name may be given to that expenditure 
necessary to insure the highest public convenience, is always 
involved in some difficulty. It is rarely a simple matter to 
determine just what improvements and extensions should be 
made out of income and what out of fresh capital. In carry
ing on a business of this kind many extensions at first add 
practically nothing to the profits of the business, or produce 
for a long time a return too small to give fair support to 
fresh capital if it were expended upon them.

It may, nevertheless, for the public interest be the imper
ative duty of a company which exercises a virtual monopoly 
to make these extensions. Where the company’s condition 
has been such that extensions of this character could be met 
only from new capital, its policy has usually been one of 
hesitation or inaction, resulting in a failure to properly keep 
pace with the new demands of a growing community. Ap
parently some of this burden must be borne by the con
sumers, in the interest of the public as a whole. It probably 
will not be denied that sufficient expenditure should be made 
in this direction to make up for the general depreciation 
which is continually going on, and which is not provided
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for under the name of repairs in the strict construction of 
that term. The company’s duty to the public and its con
sumers in this respect will be best performed when the cost 
of such improvements is so divided between income and 
fresh capital as will be least burdensome to the consumers 
of gas.

It is difficult to find substantial ground to criticise this 
company’s discretion in this direction, or to find warrant 
from the past for imposing restrictions upon its future ex
ercise. While it has provided liberally out of income for 
extensions and improvements, it has maintained a reputation 
among those familiar with the business for superior service, 
and has at the same time led in reducing the price of gas. 
The management has evidently adopted a liberal policy 
toward the public as the surest guarantee of corporate suc
cess ; the results have been beneficial to consumers and 
shareholders alike.

In view of increased demands upon the company in other 
directions, there is every reason to expect that the amount 
available out of income in the immediate future for improve
ments will be less than in the past. Even though the pres
ent price of gas be maintained, it does not appear that this 
amount will be extravagant. There is no prospect of a 
change in the company’s management or policy, and no 
reason to doubt that the sums available for this purpose 
will be used to promote the general public interest.

The question of what should constitute a fair return on 
the capital actually invested by the shareholders is one of 
special importance to the consumers. To assume that some 
single rate of dividend can be applied to such investments 
in all companies would not infrequently put a premium 
upon managerial inefficiency, invite a failure to properly 
regard the company’s obligations to the public, and thus 
imperil the public interests. In fixing a fair return in in
dividual companies, certain features of local history and 
conditions should not be overlooked. It would be a short
sighted policy which should overlook the relation of the 
actual investments of the shareholders to the total invest
ment in the business, of which the value of the company’s
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plant may afford the best indication. When this plant 
value is high compared to the capital stock, and such a re
sult has been attained as in the Lynn company, along with 
a high grade of service and a relatively low price, it affords 
a convincing indication of high efficiency in the management 
and a commendable regard for the public interest. It means 
that the management by vigilance and skill has conserved 
for the general good many sums, individually small but 
large in the aggregate, which in other hands might have 
been gradually dissipated, leaving no clear trace to show 
when or whither they disappeared. It suggests the exercise 
in the conduct of the corporation of a combination of busi
ness ability, and that public spirit which is needful for 
securing the best results in the conduct of any public-ser
vice corporation. Obviously, if these qualities are to be 
retained and encouraged, they must receive some considera
tion. Under such a management the public interest will not 
be prejudiced, but may rather be conserved by a moderate 
increase in dividends over what might be allowed under 
other conditions.

Since the company’s last annual return to this Board, an 
advance has been made in the prices of nearly all the mate
rials needed by the company, including an increase of from 
40 to 80 per cent, in the cost of coal and oil. On account 
of long contracts held by the company, this increase in price 
has not yet made its appearance in the company’s economy, 
but must soon be realized. But for this fact the Board would 
readily recommend, and the company should not hesitate to 
adopt, a lower price than that now in force. How long 
these prices may be maintained it may be difficult to say, 
but if after a brief period the cost of materials shall again 
be reduced, it will be the duty of the company then, unless 
other conditions now unforeseen shall control, to give the 
public the benefit of such reduction in a lower price for gas. 
The past history and policy of the corporation give assur
ance that such will be its course.

Based upon the operations of the company for the nine 
months ending with March last, the difference between the 
operating expenses and income for both gas and electric
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light for the entire year may be fairly estimated at about 
$105,000 ; with the same volume of business, the increased 
cost due to the rise in prices of material will probably be 
from $30,000 to $35,000. Since 1895 the company has 
paid an annual dividend of 10 per cent. ; to provide for this 
upon its present capital requires $40,000, leaving approxi
mately $30,000 for depreciation, contingencies, etc., or 
probably not more than 4 per cent, upon the actual struct
ural value of the company’s plant.

In the conduct of its business and the arrangement of its 
accounts the income and expenditures for gas and electric 
lighting are kept quite independent, payments common to 
each being not unfairly apportioned between the two depart
ments. Its current operations seem to be conducted with 
economy and skill. If  we consider the gas department 
alone, the difference between the operating expenses and 
income, based upon the accounts of the company for the 
nine months to April 1, may fairly be estimated for the 
entire year at not more than $70,000. With the same 
volume of business, the increased cost due to the rise in 
prices of material will probably be about $23,000. If a 
dividend of 10 per cent, be allowed upon $300,000, the 
capital invested in the gas business, it will require $30,000, 
leaving from $17,000 to $20,000 for depreciation, contin
gencies, etc.

Reference has been made to the fact that the company has 
not increased its capital stock for the purpose of its gas 
business since 1873 ; its output of gas has meanwhile multi
plied many times. These two facts have raised the economy 
of the capital employed to a degree of efficiency not likely 
to be maintained in the immediate future. The limit of its 
works capacity has now been reached, and the prospect of a 
still further increase in business demands an immediate and 
large addition to the plant. A wise foresight will make 
liberal provision in such additions for future growth. For 
this purpose the Board has recently approved the issue 
of $175,000 of new capital stock, which at the price fixed 
will bring to the company’s treasury about $280,000. The 
cost of the improvements proposed will probably exceed
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this sum. A considerable expenditure for the new work 
has already been made. It is apparent, therefore, that, even 
were the rate of dividend to be materially decreased, the 
total payments necessary for this purpose would not be 
reduced.

For the reasons and facts given, the Board is unable to 
recommend a reduction in the company’s price at the present 
time.

Respectfully submitted,
FORREST E. BARKER, 
CHAS. H. GIFFORD,

Commissioners.

Commissioner Schaft’ has requested that the following be 
appended as an expression of his views : —

I find myself unconvinced by the reasons offered by my 
colleagues for not recommending the inauguration of lower 
prices. My grounds for believing that a lower price is 
possible are found in what follows : —

The following tables show the itemized cost to the Lynn 
Company of gas per thousand feet sold for the last eleven 
years, and for nine months of the present year (Table No. 1) ; 
of the itemized expenses of the electric department for the last 
five years, and nine months of the present year (Table No. 
2) ; and the average expenditures for repairs and mainten
ance of various companies for the last five years (Table 
No. 3).

They have sold during the nine months of the present 
year 147,975,900 feet; allowing for the remaining three 
months an output equal to the monthly average of the pre
vious year, the total sales for the present year will not be 
far from 187,000,000.

The cost of the 147,975,900 feet sold this year, at the 
burner, exclusive of dividends, as appears by the table, was 
56.21 cents per thousand. But this gas was made of coal 
and enrichers under old contracts at much lower prices than 
now prevail, so that, for the year ending June 30, 1891,
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which is the period to consider, an allowance of at least 
$1.25 a ton on coal and on oil of 2.25 cents a gallon must 
be made. It will be seen by the table that the average 
price for oil for the last six years is about 3,78 cents per 
gallon. For an output of 190,000,000, which is a reasonable 
estimate, and if the proportion of water gas and coal gas be 
retained, which was practically 55 per cent, of coal gas and 
45 of water gas, there would be 104,500,000 feet of coal 
gas and 85,500,000 feet of water gas. This would require, 
for coal gas, at the same rate of production as last year, 
about 10,000 tons of coal, which, at present prices, would 
cost $42,500; and for coke for water gas about 75,600 
bushels, which, at last year’s prices, would cost $4,536. 
There would be required, at the rate of last year’s consump
tion, 429,894 gallons of oil, at a cost of $25,929, making a 
total for coal, coke and oil, of $72,965. The residuals for 
last year amounted to $18,383 ; add 20 per cent, for in
creased output of gas made, and the amount would be $22,- 
059. For the 190,000,000 feet the charge for coal and coke 
would be 24.72 cents per thousand; for enrichers, 13.64 
cents per thousand. The residuals would amount to 11.6 
cents per thousand. AVith the other charges the same as 
for the last nine months, the cost of the gas at the burner 
would be 63.64 cents on this year’s basis of cost for items 
exclusive of coal and enrichers. Now, bring expenditure 
for repairs and maintenance to the average of all the com
panies except Lynn in Table No. 3, by adding 1.94 cents, 
and we have total for cost of gas at burner of 65.58 cents, 
exclusive of dividends.

190,000,000 feet at 90 c e n ts , ............................... 1171,000 00
Cost for output of 190,000,000 feet, . . . 124,602 00
Balance to p r o f i t , .............................................. $46,398 00
Balance to profit on electric department, on basis 

of nine months of current year, . . . .  45,939 00
$92,337 00

The capital of the company is $575,000.
The profits of the electric department have been taken 

into account for the reason that, so long as the supply of gas
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and electricity is not made by separate interests, the whole 
concern must be treated as one ; for the stockholders do not 
look for their dividends to the gas or electric profits sepa
rately, but to their profits jointly.

There are good reasons for holding that the interests of 
all public-service corporations are best conserved by a wide
spread volume of business at moderate profits and low divi
dends, rather than in a contracted volume at higher prices 
and comparatively high dividends. The latter policy in
evitably results in several evils, — it keeps the consumer 
unsatisfied, it leads to stagnation in the management, and at 
last to an evasion of the laws and overthrow of the rights 
of the public; for with the growth of surplus the corpora
tion is crowded out of its original purpose, and becomes a 
speculative rather than a public-service enterprise.

The policy of exclusive privileges to public-service cor
porations can only find justification in low prices for ser
vices rendered; and for State supervision, in permanency 
and security of the invested capital. And in proportion 
as security and permanency increase, in that proportion the 
dividend will fall.

Unless there be some serious error in my computations 
and in the data of the company, it would seem possible and 
the duty of the company to put its price at 90 cents; but, 
that there may be offered to the company the advantages of 
present prices through the dull season, I  would recommend 
that the price of 90 cents be not operative until October 1 
of the present year.



T a b l e  N o . 1. — Itemized Average Cost of Gas (in Cents) per Thousand Feet sold by the Lynn Gas Light Company,
per Returns to the Gas Commission.
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1889, . 43.34 3.92 1.22 .58 16.10 12.62 - 77.78 17.38 60.40 16.89 9.05 9.66 9.65 5.09 50.34 - 110.74 -

1890, . 42.58 2.39 .80 .61 15.20 10.53 - 72.11 19.78 52.33 20.08 7.76 8.72 7.55 15.92 60.03 - 112.36 -
1891, . 41.23 6.31 1.68 .05 14.87 10.11 - 74.75 21.32 53.43 11.36 8.24 9.24 7.26 5.85 41.95 - 95.38 -
1892, . 33.13 6.72 .79 .53 13.07 10.43 8.06 72.73 16.26 56.47 21.19 6.79 7.53 6.87 5.69 48.07 - 104.54 -
1893, . 26.55 10.33 .72 .24 11.31 31.24 - 80.39 12.47 67.92 12.43 8.17 6.08 6.07 3.86 36.61 - 104.53 -
1894, . 28.73 8.13 .65 .11 11.49 10.47 - 59.58 14.75 44.83 23.01 6.06 6.00 6.31 2.17 43.55 - 88.38 .0375
1895, . 24.99 7.97 .54 .03 10.19 12.72 - 56.44 14.91 41.53 17.75 6.14 5.23 4.72 1.78 35.62 - 77.15 .0390
1896, . 23.23 8.88 .88 .10 10.09 8.20 - 51.38 13.18 38.20 22.85 7.27 4.88 4.12 1.79 40.91 - 79.11 .0420
1897, . 24.59 9.32 .63 .13 9.47 24.29 - 68.43 14.67 53.76 12.83 6.99 4.92 4.04 1.34 30.12 - 83.88 .0377
1898, . 20.74 7.63 .87 .17 9.36 10.22 - 48.99 13.75 35.24 14.00 6.87 4.19 3.61 1.37 30.04 - 65.28 .0346
1899, . 20.02 8.67 1.04 .18 9.01 17.51 - 56.43 11.56 44.87 13.99 6.06 3.89 3.48 1.10 28.52 - 73.39 .0360
1900, . 20.41 9.80 1.13 .20 8.09 5.21 - 44.84 10.88 33.96 8.94 5.01 3.18 3.86 1.26 22.25 - 56.21 -

* Nine months.

LYNN GAS LIGHT COMPANY. 
[May,



T a ble  N o . 2 . — Lynn Gas and Electric Company. Itemized Operating Expenses of Electric Light Plant.

Y EA R .
M a n u f a c t u r e .  .__ .

m

Coal. Oil and Waste. W ater. Wages at 
Station.

Station
Repairs.

Steam Plant 
Repairs.

Electric Plant ^  
Repairs. ^

1895, ......................................................................................

1897........................................................................................
1898, ......................................................................................
1899........................................................................................
1 9 0 0 , * .............................................................................

$10,404 35 
10,898 19 
11,949 18 
11,385 08 
11,689 20 
10,505 47

$552 56 
503 11 
361 87 
422 91 
398 28 
343 07

$1,070 21 
1,149 85 
1,248 57 
1,047 12 
1,101 15 
1,045 15

$11,848 75 
11,897 01 
11,841 82 
12,402 36 
12,273 64 
9,281 50

$1,483 01 
605 62 

3,510 93 
1,845 66 
1,631 19 
1,569 09

$890 50 
501 55 
910 93 

1,050 03 
6,552 81 
2,069 84

fe)$2,858 50 , 
1,443 55 * 
1,482 05 O 
8,394 93 OO9,472 55 O x  

►—*
1,299 88

*  Nine months to March.

1900.] 
HOUSE —

No. 1351.



T a b le  N o . 2 . —Lynn Gas and Electric Company, etc. — Concluded.
D ist r ib u t io n .

Y EA R.
W ages. Repairs of 

Lines, etc. Carbons, etc. Lamps and 
Globes

Office E x
penses and 

Maintenance.
Taxes. Incidental

Expenses.
Total

Operating
Expenses.

Percentage of Repairs to Total Expenses.
Total

Revenue.

1895, . . . . $8,123 96 $14,680 98 $2,859 18 $2,390 30 $8,029 74 $4,924 41 $1,929 82 $72,046 27 27.64 $124,207 46
1896, . . . . 8,176 90 17,080 73 2,565 16 2,037 10 8,758 35 5,086 14 2,013 95 73,717 21 27.99 127,503 70
1897, . . . . 8,229 64 17,927 80 2,799 75 2,230 84 9,184 83 4,939 26 2,511 70 79,129 17 30.12 129,194 82
1898................................... 9,676 03 20,853 37 2,774 50 2,562 57 9,457 98 5,109 78 3,357 55 90,339 87 35.58 135,528 59
1899, . . . . 9,691 97 24,716 19 2,823 05 2,090 87 9,557 27 5,422 31 3,029 96 100,450 44 42.18 135,337 92
1900,* . . . . 7,120 05 25,053 25 2,169 81 2,480 48 7,213 18 5,594 62 3,887 16 80,032 55 37.48 114,488 09

* Nine months to M arch.

LYNN GAS LIGHT COMPANY. 
[May,
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T a ble  No. 3 . — Expenditure.

CITIES.

M a n u f a c t u r e . D i s t r i b u t i o n .

Average for Five 
Years on Repairs 

and
Maintenance.

Average for Five 
Years on Repairs and

Renewals.

Per Thousand. Per Thousand.Cambridge, . • 7.63 3.46
Worcester, 15.94 5.11
Fall River, 1.52 3.59
Lynn, . 14.59 16.28
Springfield, . 5.41 3.91
Haverhill, 6.73 6.22
Newton,. 11.13 22.18
Holyoke, 20.77 9.63
Lowell, . 6.00 1.85
Lawrence, 10.67 3.32
Malden, . 19.54 8.98
New Bedford, 5.39 1.08
Salem, . • 9.69 3.96

Average, exclusive of Lynn, . 10.04 6.11




