
HOUSE No. 1407.

Views or a Minority of the Committee on Manufact-
ures on an Order instructing Said Committee to
investigate the Price at which Gas is sold in
the City of Boston.

While in the main agreeing with many of the facts set
forth in the so-called majority report of the committee, I
regret that I am unable to concur with them in all their con-
clusions and recommendations.

The order under which we acted was so broad and far
reaching in its scope as to open up a vast field of inquiry
and to severely tax even the trained minds of experts.
Not only were we called upon to inspect the price of gas
within the city of Boston, with a view of reducing the price,,
but we were expected to report in detail, showing how the
cost and prices are arrived at, besides setting forth copies
of all contracts made by every corporation or association
engaged in the manufacture or distribution of gas, with
every other corporation or association. In addition, the
order provided that we were to report any violation of law
and to ascertain what measures had been taken to punish
the offenders.

In view of the fact that the body empowered by the Leg-
islature with the view of seeing that the gas business within
this Commonwealth is properly carried on, has never been
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able to solve the so-called Boston gas problem, it could
hardly be expected that a committee of this Legislature,
which was without any special training on the subject, would
be able to agree on any one remedy.

The Boston gas question, already greatly befogged, became
even more complicated upon the entry of the New England
Gas and Coke Company into the arena. This company is
a voluntary association of individuals, the business of which
is to manufacture coke, tar, gas, ammonia and other resid-
uals. Much of the gas thus manufactured is sold under
contract to the Massachusetts Pipe Line Company, a cor-
poration which in turn sells to other corporations, acting
itself only as a conduit pipe, being prohibited by its charter
from furnishing gas to consumers. Early in the hearings
it appeared that about one half of the gas used in the city of
Boston was furnished through the Pipe Line and other com-
panies by the New England Gas and Coke Company. Later,
evidence was produced, showing that nearly two-thirds of
the supply was thus furnished. Hence the latter company
became an important factor at the hearings, and the cost of
the gas thus furnished by it seemed to be the foundation
upon which we must work to solve the problem of a fair
selling price to consumers. But any question directed to
any part of the business of the New England Gas and Coke
Company was promptly objected to by counsel, who took
the ground that the coke company was not a corporation,
but a private enterprise and therefore not amenable to the
laws relating to other gas companies ; furthermore, that its
principal business was that of manufacturing coke; that gas
■was only a by-product, hence it could not be compelled to
state what it cost. A request on the part of the committee
for the production of the books of the company which would
disclose to them such information as they needed for the
purposes of the investigation, was refused by the treasurer
of the New England Gas and Coke Company, your committee
having previously voted to investigate that association.

Having thus voted, and deeming it necessary and im-
portant that its request should be complied with, consistent
action on the part of the committee would seem to have
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legal status of this great enterprise and its right' to defy the
Legislature and its laws. But even this action did not pre-
vent further inquiry as to the Boston companies, and start-tart-
ing with the price charged by the coke company to the pipe
line company, a basis might have been established upon
which to work to determine a fair selling price by the Boston
companies. But further inquiry along this line was pre-
vented by the committee, a majority of whom voted to close
the hearing. This left as the only evidence to be considered
tables and figures already before it.

Without prolonging this report by setting forth at length
copies of certain contracts (they may be found in the
printed evidence), we pass on to the price of gas. On the
face of it, it seems fair to assume that any action on the part
of the Legislature calling for a reduction in the price of gas

would meet with the hearty approval of consumers ; but any
law passed by the Legislature reducing the price of gas in
the city of Boston should be accompanied by some provision
preventing these same companies from reducing the candle-
power of the gas furnished so as to barely comply with the
statute requirement, which calls for not less than sixteen
candle-power.

In other words, the gas now furnished in Boston is sup-
posed not to fall below eighteen and often exceeds twenty
candle power, there being no evidence put in to the con-
trary ; but legislation ordering a reduction from the present
price of one dollar, and which might drive the companies to
reduce the present candle power, in order to escape selling
gas at a loss, certainly would not be in the interests of the
people. It would be far better for the community to im-
prove the quality, or at least not lower it, than to take off
ten or fifteen cents from the present price and lower the
grade.

An examination of the returns filed with the gas commis-
sion shows that the lowest price which any company has
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been able to manufacture gas for and place it in the holder
was 29.17 cents, which sum was the cost to the Bay State
Company of Massachusetts during the year 1899. Much of
the gas manufactured at this price was sold to the Boston,
Roxbury, South Boston and Dorchester companies, by the
Bay State Company, for about 57 cents; these latter com-
panies in turn sold to consumers for one dollar, and paid a
good dividend on their stock; and as at least three of these
same companies have now contracted with the Pipe Line
Company for their supply of gas at a price in the holder of
not over twenty-five or thirty cents, it seems clear that a
substantial reduction in the price of gas charged by these
■companies might be made.

The Boston, Jamaica Plain and Brookline companies are
now also understood to be using Pipe Line gas, the Bos-
ton in part, the Jamaica Plain wholly and the Brookline to
the extent of ninety per cent. The cost to them in the
holder of gas of their own manufacture, for the year 1899
was, respectively, 39.96 cents, 36.94 cents and 34.06 cents;
so that even these companies, if using all Pipe Line gas or
a large proportion of it, ought to be able to make some re-
duction from the present price. The Bay State Company,
which manufactures gas for 29.17 cents, sells but a small
proportion to consumers, having but twenty-three customers,
its principal business being to supply other companies.

There remain to consider but two companies, the Charles-
town and East Boston. It is conceded by all parties that
these companies cannot afford to sell at a price under one
dollar.

It appears then, without much question, that if all gas
used in Boston were supplied by the Pipe Line and the Bay
State companies at a price between 25 and 30 cents, that
the companies selling to consumers might sell lor less than
■one dollar and still pay a profit and fair dividends. The
evidence and figures at hand show that the Pipe Line Com-
pany is furnishing about two-thirds, the Brookline one-

tenth, and the Bay State the remainder of the gas furnished.
This, of course, does not include the East Boston and
Charlestown companies. Except in the district covered by
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the two last mentioned nearly all gas is furnished by the
Pipe Line Company; and it is fair to assume that Boston
will soon be almost wholly dependent on the New England
Gas and Coke Company for its supply.

It would seem that a still further opportunity for reduc-
tion might be found if some of the companies were made to
dispose of certain property which will remain practically
idle if they do not manufacture their own gas. Further in-
quiry along this line should have been made, but a prema-
ture closing of the hearings prevented this. The proceeds
of any such sales should be applied to the payment of some
of the outstanding obligations and thus reduce the interest
and capital charges. Such proceeds certainly should not be
distributed as dividends, as was at least a part of the amount
which was received from the sale of a portion of the prop-
erty of the Boston company.

A consolidation of all the companies would still more
expedite a settlement of the war. The celebrated Boston
and Brookline contract is an instrument which has given the
gas commission and the Legislature considerable trouble and
anxiety. It is a cleverly arranged scheme whereby the
Boston company agrees to buy of the Brookline company, at
a certain price, enough gas to permit the latter to receive,
in addition to what it receives from the sale of its own prod-
ucts, a sum sufficient to pay all expenses, interest and other
charges, and in addition, a dividend of ten per cent. The
Brookline company never has furnished any gas under this
contract; in fact, their pipes are not connected with those
of the Boston company but the latter has paid the former
thousands of dollars. The transaction would appear to
amount to a simple gift of so much money on the part of the
Boston company to the Brookline company. It would seem
that such action on the part of the Boston company is far
beyond the scope of its charter rights, a detriment to its
stockholders, ultra vires and hence illegal. But as the
question of its legality is now before the courts, action on
the part of the Legislature may well be deferred until a
decision is received.

From the facts at hand it is difficult to say just what effect



GAS —MINORITY REPORT. [June,6

the enforced cancellation of this contract would have on the
whole situation. In violation of its charter seems to be the
action of the Massachusetts Pipe Line Company in charging
more than twenty-five cents per thousand feet to other com-
panies as it has done in several instances. In substance
this charter expressly provided that a price exceeding
twenty-five cents should not be charged for gas of a candle-
power required by law within a distance of five miles of the
State House.

The company seeks to avoid this provision on the ground
that, having raised the candle power from 16, the lowest
allowed by law, it might charge an additional price for gas
so enriched, hence an increased price of five cents per thous-
and for gas of eighteen candle power. It is difficult to see
how this construction can be placed upon its charter, for if
a sound argument, it practically nullifies the aforesaid clause,
and so long as the candle power is above sixteen, the com-
pany could charge almost any price it saw fit, provided the
gas commissioners did not interfere on the ground that the
price was so high as to be an imposition upon the public.
This is an important point and deserves attention.

It must be clear, as has before been stated, that in the
near future the Yew England Gas and Coke Company, con-
trolling as it does the pipe line and other companies, will be
in a position to furnish nearly if not quite all the gas used
in Boston. The manufacturing plants of the other com-
panies will lie idle, all gas will be sold to them by the pipe
line company. It will then practically control the situation.
If it is to sell gas and operate in the territory of the present
companies, which are under the control of the commission,
w Thy should it not be supervised by that tribunal.

The coke company must have been conceived in the
brains of men far from being imbeciles ; considering that it
deals with a subject the sale of which is regulated by law, it
is apparently one of the cleverest arranged schemes to avoid
giving publicity to its affairs that has ever been called to the
public’s attention. A great plant has been established
which gives promise of proving of great benefit to the public,
at least in some ways. But this does not excuse it from
complying with laws made for the good of the community.
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No law prevents an individual or an association of individ-
uals from manufacturing gas, and selling the same, provided
that he or they comply with laws regulating such manufac-
ture and sale. It is not necessary to incorporate in order
to do this ; hence the individuals comprising the New Eng-
land Gas and Coke Company have a perfect right to manu-
facture gas. But as soon as they offered it for sale, justice,
if not the law, would seem to require that they comply with
such laws as other companies are forced to obey.

But an examination of the statutes governing and regu-
lating gas companies makes it clear that the law intended
that all persons, as well as corporations, should do certain
things as pre-requisite to the sale of gas. Chapter 314 of
the acts of 1885, established a board of gas commissioners
which was to have the general supervision of corporations
making and selling gas.

Chapter 346 of the following year provided that all com-
panies engaged in the manufacturing of gas should make
returns to the gas commission, and keep books and accounts,
in such form as that body should prescribe, and providing
that manufacturing companies in which the manufacturing
of gas is a minor portion of their business shall only be
required to keep accounts of the expenses and income of
their gas business. Section 3of that act provided that no
gas company, unless specially authorized by the Legislature,
shall hereafter issue any bonds at less than the par value,
nor for an amount exceeding its capital actually paid in and
applied to the purpose of its incorporation. Section 7
provided that the terms “ gas company ” and “ corporation,”
as used in chapter 61 of the public statutes, in chapter 314
of the acts of 1885, and in this act, shall include all persons
owning or operating works for the manufacturing and sale
of gas for heating or illuminating purposes within the
Commonwealth.

From the above, it clearly appears that the Legislature
intended that the laws regulating the sale of gas are to apply
to individuals (and by a ruling of the attorney-general the
coke company is to be treated as an individual) as well as
to corporations.

If the New England Gas and Coke Company is to escape
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from the above provisions, it follows that it must be on
some technicality; and that technicality is supposed to be
that it is not operating its works for the manufacture and
sale of gas for heating and illuminating purposes, as set
forth in section 7, as above quoted.

In order to close this or any other loop-hole, the follow-
ing hill is offered :

An Act in relation to manufacturers of gas.

Be it enacted, etc., asfollmvs
1 Section 1. All persons, associations and corpora-
-2 tions engaged in the business of manufacturing and
3 selling gas suitable for illuminating, heating or manu-
-4 factoring purposes, or gas which by mixture, enrichment
5 or other process of treatment may be converted into gas
6 suitable for illuminating, heating or manufacturing pur-
-7 poses, shall be subject to all the provisions, rights, lia-
-8 bilities, penalties, privileges and duties which by gen-
-9 eral laws now are or may hereafter be applicable to gas

10 companies.

1 Section 2. This act shall take effect upon its pas-
-2 sage.

As the above bill accomplishes all that seems to be neces-
sary by way of regulating the manufacture of gas by the
New England Gas and Coke Company, and as the legality
of an act enforcing incorporation on the part of that com-
pany is at least of doubtful legality, I cannot favor the bill
offered by others of the committee, calling for such incor-
poration.

CHARLES F. A. SMITH.


