
HOUSE No. 4269

*

By Mr. MacLean of Fairhaven, petition of William Q. MacLean,
Jr., and another for legislation relative to the bonds of electric and
gas companies. Government Regulations.

Commontocaltf) of JUatffiacfjugctts:

In the Year One Thousand Nine Hundred and Seventy-Six.

An Act revising the law concerning the bonds of electric and

GAS COMPANIES.

Be it enacted by the Senate and House of Representatives in
General Court assembled, and by the authority of the same, as
follows:

1 Chapter 168 of the General Laws is hereby amended by striking
2 out subdivision Bof section 46 and inserting in place thereof the
3 following subdivision:
4 B. Other Companies.
5 Any such corporation may invest in the bonds of any company
6 which at the time of such investment is incorporated under the
7 laws of the United States of any state thereof, or the District of
8 Columbia, and transacting the business of supplying electrical
9 energy or artificial gas, or natural gas purchased from another

10 company and supplied in substitution for, or in mixture with,
11 artificial gas, for light, heat, power and other purposes, or
12 transacting any or all of such business, provided at least eighty
13 per centum of the gross operating revenues of any such company
14 are derived from such business, subject to the following
15 conditions:
16 1. Such company shall have been in existence for a period of
17 not less than eight fiscal years and at no time within such period
18 of eight fiscal years next preceding the date of such investment
19 shall said company have failed to pay promptly and regularly the
20 matured principal and interest of all its indebtedness direct,
21 assumed or guaranteed, but the period of life of the company,
22 together with the period of life of any predecessor company or
23 companies from which a major portion of its property was
24 acquired by consolidation, merger or purchase shall be con-
-25 sidered together in determining the required period.
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2. Such company shall make public in each year a statement26
and a report giving the income account covering the previous
fiscal year and a balance sheet showing in reasonable detail the28

29 assets and liabilities at the end of the year.
30 3. Either the outstanding full paid capital stock together with
31 premiums thereon and the surplus of such company shall be equal

to at least two-thirds of the total debt secured by mortgage lien on
any part or all of its property, or the outstanding full paid capital
stock together with premiums thereon and surplus and unsecured
debt not maturing within five years and not in excess of fifty per
centum of such capital stock, premiums and surplus shall be
equal to at least three-fourths of the total debt secured by
mortgage lien on any part or all of its property, provided,
however, that in case of a company having no-par value shares,
the amount of capital which such shares represent shall be the
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41 capital as shown by the books of the company.
42 4. For a period of five fiscal years next preceding such
43 investment the net earnings of such company shall have averaged

per year not less than one and three-quarters times the average
anquai interest charges on its total funded debt applicable to that
period, and for the last fiscal year preceding such investment such
net earnings shall have been not less than one and three-quarters

44
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47
48 times the interest charges on its total funded debt for such year,
49 and for such period the gross operating revenues of any such

company shall have averaged per year not less than five million50
51 dollars
52 In determining the qualifications of any bond under this
53 section where a company shall have acquired its property or any
54 substantial part thereof within five years immediately preceding
55 the date of such investment by consolidation or merger, or by the
56 purchase of all or a substantial portion of the property of any

other company or companies, the gross operating revenues, net
earnings, and interest charges of the several predecessor or

5

5S

istituent companies shall he consolidated and adjusted so as to
60 tain whether the requirements of paragraph 4 of this section

oiied will61

i. Such bonds shall bef

63 Ed by a first or refunding mortgage on property
wned and operated, or controlled, by the company issuing ora
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65 assuming them, or underlying mortgage bonds secured by a lien
66 on property owned and operated, or controlled, by the company
67 issuing or assuming them, provided that such underlying
68 mortgage bonds are to be refunded by a junior mortgage
69 providing for their retirement, that the bonds under such junior
70 mortgage comply with the requirements of this section, and that
71 such underlying mortgage is either a closed mortgage or remains
72 open solely for the issue of additional bonds which are to be
73 pledged under such junior mortgage and provided that the
74 aggregate principal amount of bonds secured by such first or
75 refunding mortgage plus the principal amount of all the
76 underlying outstanding bonds shall not exceed two-thirds of the
77 net value of the physical property owned or controlled as shown
78 by the books of the owning company, and subject to the lien of
79 such mortgage or mortgages securing the total mortgage debt and
80 provided further, that if a refunding mortgage, it must provide for
81 the retirement on or before the date of their maturity of all bonds
82 secured by prior liens on the property, or
83 (b) bonds, other than mortgage bonds, provided, that (!) for a
84 period of five fiscal years next preceding such investment the net
85 earnings of such company shall have averaged per year not less
86 than two and one-quarter times the average annual interest
87 charges on its total funded debt applicable to that period, and for
88 the last fiscal year preceding such investment such net earnings
89 shall have been not less than two and one-quarter times the
90 interest charges on its total funded debt outstanding for such
91 year, (2) the capita! stock together with premiums thereon and
92 surplus of such company shall be equal to at least two-thirds of its
93 total funded debt outstanding. (3) such bonds, if issued for a term
94 longer than fifteen years, shall have been issued under an
95 indenture containing a covenant providing for the establishment
96 of a sinking fund for the benefit of such bonds whereby such
97 bonds shall be redeemed at an annual rate of not less than two per
98 centum of the largest principal amount of their issue at any one
99 time outstanding, and (4) the mortgage bonds of such company, if
100 any, shall qualify under the provisions of this section.
101 7. For the purposes of this section
102 (a) the gross operating revenues and expenses of a company
103 shall be, respectively, the total amount earned from the operation
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106
107
108

of. and the total expense of maintaining and operating, all
property owned and operated, or leased and operated, by such
company, as determined by a system of accounts adopted by a
federal, state or municipal public service commission, public
utility commission or other similar regulatory body;

104

(b) the net value of any property shall be its value as shown by
the books of the company less the amounts of any reserves for
depreciation, retirement or amortization thereof;
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(c) property shall be deemed to be controlled by a company if
such company shall own not less than ninety per cent of the
capital stock of the company owning such property;
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(d) the net earnings of any company shall be the balance
obtained by deducting from its gross operating revenues, its
operating and maintenance expenses, taxes other than federal
and state income taxes, rentals and provision for depreciation of
the physical assets of the company, and by adding to said balance
its net income from securities and miscellaneous sources but not,
however, to exceed fifteen per centum of said balance where such
income is a positive amount;
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123 (e) the term “funded debt” shall be construed to mean all

interest-bearing debt maturing more than one year from date of
issue;

124
125
126 (f) whenever a company shall own a majority of the capital

stock of another company, the consolidated statements of such
other company shall be used in determining the gross operating
revenues, the amount of net earnings and the amount of interest
charges of the company provided that all the mortgage bonds, if
any, and a controlling interest in the capital stock of such other
company, is pledged as part security for the mortgage debt, if any,
of the principal company;
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134 (g) in the computation ot the ratio of mortgage debt to net

mortgaged property value there shall be excluded from the
amount of outstanding mortgage bonds the amount of any cash
deposited with the trustee of the mortgage and held in trust
pursuant to the terms of such mortgage;
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139 (h) the term “bond” includes a note or a debenture.
!40 8. The bonds shall be part of an original issue of not less than

$25,000,000 in principal amount.141
141 9. No bond which is rated within the fifth grade or lower by

any independent rating service designated by the Commissioner
shall be eligible for investment hereunder.
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