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Board of Gas and Electric Light Commissioners

To the Honorable Senate and House ofRepresentatives.

In compliance with the provisions of chapter 269 of the
General Acts of the year 1915, the Board has the honor to
present the following parts of its thirty-fourth annual report
for the year ending Dec. 31, 1918, which contains recom-
mendations for legislative action, accompanied by drafts of
the bills embodying the legislation recommended.

Respectfully submitted,

ALONZO R. WEED,

CflE Commonlucaltl) o( Qliissiitlnisctts.

Chairman.
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1. Managers of Municipal Lighting.

Two years ago the Board recommended that the managers
of municipal lighting plants should be brought under the
civil service law. This recommendation was renewed last
year. Both years the proposal met with an unfavorable
reception. The Board made this recommendation because
impressed with the difficulty encountered by some cities and
towns in attracting to and keeping in these important posi-
tions men of experience and capacity, and with the belief
that this was due in large measure to the haphazard methods
employed in their selection and to their insecure tenure of
office. Events of the past year have amply justified these
conclusions, and the Board earnestly renews its recommenda-
tion, which is embodied in the bill hereto attached marked

A.’

2. Disposition of Bonds.
The unsettled and extraordinary financial conditions of

the past two years have led the companies under the Board’s
supervision to resort to the issue of bonds rather than stock
to a far greater degree than ever before. It is not unlikely
that such issues will be even more frequent in the immediate
future. The statutory restrictions relative to such bonds are
such as to make them high grade securities which should
command the best rates and a wide market. The interest
of the managers and stockholders of the companies, and of
the public as well, is obviously to secure their issue upon the
most favorable terms. But the novelty of this form of se-
curity and unfamiliarity with the agencies for placing them
with investors have frequently made managers hesitate over
resorting to them. Moreover, while savings banks may
invest in bonds or notes of gas or electric companies pay-
able within one year, they are not permitted to invest in
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their bonds of longer terms, although more amply secured
than many of the railroad and street railway bonds in which
investment is permitted. The Board therefore recommends
that the bonds of gas, electric and water companies be
disposed of by tender to the highest bidder, and that the
discrimination against them in the savings bank law be
removed. These recommendations are embodied in the bill
hereto attached marked “B.”

3. Depreciation.

The growth of a feeling of uncertainty and distrust with
respect to all public service securities has been intensified by
the discovery from time to time of instances of the gross
inadequacy or entire lack of provision for depreciation. The
Board has consistently refrained from laying down rules with
respect to depreciation, believing that the requirements of
different companies, even of the same class, vary widely; but
it has as consistently insisted upon returns which shall
exhibit what the companies have or have not had available
for this purpose and what has become of it. Some instances
have come to the Board’s attention in which companies under
its supervision, although ample provision for depreciation
has been included in the rates charged, have chosen to divide
rather than to husband this essential resource. Unless this
tendency is checked such companies will soon become so
weakened in their credit as to be no longer efficient public
servants, until reorganized with substantial losses to their
stockholders. The Board therefore recommends that it be
given authority to lay down and enforce such general or
specific requirements as to depreciation as it may from time
to time, after proper proceedings, deem necessary, and has
embodied this recommendation in the bill hereto attached
marked “C.”

4. Street Lighting Contracts.
A year ago the Board called the attention of the Legis-

lature to the advisability of requiring the Board’s approval
of contracts for street lighting for periods of more than one
year. This recommendation did not receive favorable con-



GAS AND ELECTRIC LIGHT. [Jan.4

sideration, due in part to a feeling that this might prove an
embarrassment rather than a help to the local authorities
having this matter directly in charge. Experience is demon-
strating, however, that such contracts for more than a year
at a time are of little practical advantage either to the
municipalities or to the companies supplying the service.
Moreover, there has always been considerable doubt of the
authority of departments of cities and towns to incur liability
beyond the appropriations available therefor. And yet, if
the city or town requires some new type of lamp or new
arrangement of lamps on the streets, the expense may be so
great as not to justify the company in making the change
unless assured of their use for some definite period. In order
to cure this doubt and to relieve the local authorities from
the necessity of negotiating new contracts unless some
changes in the street lighting requirements are contemplated,
the Board recommends that cities and towns shall not make
contracts for street lighting for periods other than the current
municipal year without the approval of the Board after due
notice and a public hearing. This recommendation is em-
bodied in the bill hereto attached marked “D.”

In 1887 the Board was empowered to authorize a gas com-
pany “to engage in the business of generating and furnishing
electricity in the territory, or any such part thereof as the
board may designate, in which it is authorized to supply
gas.” Under this provision a number of gas companies .were
authorized to supply electricity also. In process of time, in
some instances, the electric business of such companies has
become more important than the gas business, and oppor-
tunities are opening to extend their lines into adjoining cities
or towns not named in their charters. A question has arisen
whether such extension can be made without special legis-
lative authority. An act passed in 1910 (now section 61 of
chapter 742 of the Acts of 1914) was intended to eliminate
the necessity of special legislation by permitting the Board
to authorize charter extensions in like cases, but it is claimed
that the phrase “to carry on the business for which it was

5. Charter Extensions.
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incorporated” makes the section inapplicable to the cases
mentioned above. This doubt should be removed, and the
Board recommends that this phrase be amended to read
“to carry on its business,” and has embodied its recom-
mendation in the bill hereto attached marked “E.”

6. Contracts for the Purchase of Gas and Elec-
tricity.

The tendency to concentrate the production of gas and
especially electricity into large, well-located generating plants
has made many companies distributors merely and not pro-
ducers of gas and electricity. The terms upon which such
distributing companies purchase gas or electricity are becom-
ing a matter of vital interest to the customers dependent
upon them. Where the companies involved are inde-
pendently owned, self-interest may well be relied upon to
insure proper terms. Where, however, the selling and pur-
chasing companies have a common ownership, this element
is wanting and serious injustice may result not only to the
consumers but also to one or the other of the companies who
are parties to such transactions. The Board therefore recom-
mends that contracts for the purchase and sale of gas and
electricity between companies having a common ownership
require its approval, and has embodied this recommendation
in the accompanying bill marked “F.”

7. Depletion of Resources
A distinctive characteristic of the Massachusetts system

for the regulation of gas and electric companies is the absence
of any express limitation of dividends but the presence of a
clearly implied limitation of dividends. While this has
resulted in widely varying dividend rates as between different
companies, it has as a rule been effective in keeping at a
minimum the capital burden borne by the consumers.
Unfortunately, some companies have failed to observe the
spirit of the law and are depleting their resources by the
declaration of excessive dividends. In the absence of com-
plaints of the prices charged by such companies the Board
has no authority to prevent this abuse. Moreover, the
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proper remedy may lie not in lower prices but in protecting
the company from the greed or shortsightedness of its own
management. The Board believes that it should be clothed
with sufficient authority to check this abuse in proper cases,
and therefore recommends that, if it determines that a
company is depleting or impairing its resources, it may
prescribe such limitation of dividends and for such periods
as the circumstances shall warrant. It has reached this
conclusion with reluctance, recognizing the delicacy of any
interference with a company’s right to distribute profits
fairly earned, and hoping that the existence of such authority
may be of itself an effective corrective and that the occasions
for its exercise may prove infrequent. This recommendation
is embodied in the bill hereto attached marked “G.”

8. Returns of Municipal Lighting Plants.
By chapter 78 of the General Acts of the year 1918 cities

and towns owning municipal lighting plants were required to
make their returns to the Board for their fiscal years rather
than the year ending June 30. To enable the Board to in-
clude in its annual report abstracts from such returns, the
act extended the time for filing the Board’s annual report to
the first Wednesday in March. This act was approved
March 18, 1918. Apparently by an inadvertence this
feature of the act was repealed by section 476 of chapter 257
of the Acts of the year 1918 (approved May 29, 1918). The
Board recommends that this error be corrected by the
reenactment of this provision of said chapter 78 as set forth
in the accompanying bill marked “H.”


