
Senate, April 28, 1926.

The committee on Bills in the Third Reading to
which was referred the Senate Bill authorizing in-
vestment by savings banks in bonds of certain public
service companies in addition to those already au-
thorized (Senate, No. 176), reports recommending
that the same be amended by substituting therefor a
new draft with the same title (Senate, No. 376), and
that, when so amended, the same will be correctly
drawn.

For the committee,

CHARLES N. HARTSHORN.

SENATE No. 376

Cl)c Commontocalth of Massachusetts.



[Apr.SENATE No. 3767

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

An Act authorizing Investment by Savings Banks in
Bonds of Certain Public Service Companies in ad-
dition to those already authorized.
Be it enacted l>y the Senate and House of Repre-

sentatives in General Court assembled, and by the
authority of the same, as folloivs:

1 Section 1. Section fifty-four of chapter one hun-
-2 dred and sixty-eight of the General Laws, as

3 amended, is hereby further amended by inserting
4 after clause sixth, as amended, the following new
5 clause. Sixth A. In the bonds, maturing not
6 later than thirty years subsequent to such invest-
7 ment, issued or assumed by any corporation in-
8 corporated under the laws of the United States
9 or of any state thereof which is operating under

10 the supervision of a public service or other similar
11 commission of the United States or of any state
12 thereof exercising regulatory jurisdiction therein
13 and is engaged in the sale and distribution of
14 electricity, or in such sale and distribution and
15 also in some other form of public service enter-

-16 prise, or in the manufacture and distribution of
17 artificial gas, and is doing at least eighty per cent
18 of its business within the territorial limits of the
19 United States; provided, that
20 ( 1) The gross operating revenue of tire cor-

-21 poration issuing or assuming such bonds shall be
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192(3.7 SENATE No. >7O. 6

99 not less than one million dollars for its fiscal year
immediately preceding the time of making such
investment, and of such revenue at least seventy-
five per cent shall be derived from the sale and
distribution of electricity or artificial gas, or both,
and not exceeding twenty per cent from the opera-
tion of a transportation system.

23
24
25
26
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29 (2) Such corporation shall operate under a

franchise or franchises under which at least
seventy-five per cent of its gross operating revenue
is earned and extending at least three years be-
yond the maturity of any such bond, or under an
indeterminate franchise or permit from, or agree-
ment with, a public service commission or other
competent public authority, which franchise, per-
mit or agreement equally protects the security
of the bondholders.

30

31
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38
( 3) The capital stock of such corporation shall

be equal to at least two thirds the total funded
debt thereof; provided, that, in the case of a cor-
poration having shares without par value, the
value of its property as shown by its books shall
exceed by at least two thirds its total mortgage
indebtedness.

39
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(4) For the period of five years immediately
preceding the time of making any investment au-
thorized by this clause, the officially reported net
earnings available for interest charges of such
corporation, as shown by its annual reports or
other sworn statements to the municipal, state
or federal authorities shall have been equal to at
least twice the interest charges for the same
period of the corporation’s total outstanding-
funded debt.
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56 (5) Such bonds, plus the total amount of any
underlying bonds, shall be outstanding iki an
amount not exceeding sixty per cent of the actual
value of the fixed property securing such bonds,
as shown by the books of the corporation.

57

58
59
60
61 (6) Such bonds shall be (a) a closed under-

lying mortgage bond secured by property owned
and operated by the corporation issuing or assum-
ing such bond; provided, that such bond is to be
refunded by a junior mortgage providing for the
retirement of such bond, and that such underly-
ing mortgage may remain open solely for the pur-
pose of issuing additional bonds to be pledged
under such junior mortgage or for refunding at
par prior lien bonds; or
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( b ) a first mortgage bond constituting the
only mortgage debt of such corporation. If such
mortgage is not closed it shall by its terms pre-
vent the issuance of additional bonds for exten-
sions, improvements and property acquisitions,
unless such additional bonds are issued either (1)
for an amount not exceeding seventy-five per cent
of the actual cost of such extensions, improve-
ments and property acquisitions, when net earn-
ings, available for interest charges, for twelve
months out of the fifteen months preceding the
application to the trustee under such mortgage
for authentication of such additional bonds have
been equal to at least one and three quarters
times the interest charges for one year on the
total amount of bonds outstanding under such
mortgage and the proposed additional bonds, or
(2) for an amount not exceeding eighty per cent
of the actual cost of such extensions, improve-
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90 merits and property acquisitions, when net earn-
ings, available for interest charges, for twelve
months out of the fifteen months preceding the
application to the trustee under such mortgage
for authentication of such additional bonds have
been equal to at least twice the interest charges
for one year on the total amount of bonds out-
standing under such mortgage and the proposed
additional bonds; or

91
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(c) a refunding mortgage bond providing for
the retirement of all prior lien or divisional mort-
gage bonds of such corporation outstanding at the
time of making the investment, such bond being
secured by a lien on property owned and operated
by such corporation; provided, that any mort-
gage prior in lien to such refunding mortgage
shall be closed unless such prior mortgage re-
mains open solely for the purpose of issuing
additional bonds to be pledged under such re-
funding mortgage; and provided, further, that if
a mortgage junior in lien to such refunding mort-
gage bond exists, such refunding mortgage bond
shall by its terms be refunded by such junior
mortgage; and provided, further, that in case such
refunding mortgage is not closed it shall by its
terms prohibit the issue of additional bonds for
extensions, improvements and property acquisi-
tions by said corporation unless such additional
bonds are issued in accordance with the pro-
visions of subdivision ( 1 ) or (2) of paragraph
( h ) thereof, and shall further provide that the
net earnings available for interest charges as
therein stated shall respectively equal at least
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123 one and three quarters times or at least twice
the interest charges for one year on the total
amount of bonds outstanding under such mort-
gage, of bonds secured by equal or prior liens,
and of the proposed additional bonds.

124
125
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(7) In this clause, unless the contex otherwise
requires, “funded debt” shall be construed to
mean all interest-bearing debt maturing more
than one year from its date of issue, but exclud-
ing bonds of the company held simply as col-
lateral to secure other of its outstanding obliga-
tions, and “net earnings” shall be construed to
mean the amount available for interest charges
after deduction has been made for all operating
expenses, including current maintenance, all taxes
except income taxes, and all rentals and guar-
anteed interest or dividends.

128
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1 QQ100

134
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(S) If, during any of the periods mentioned
in this clause, such corporation has been consoli-
dated by purchase or otherwise, the aggregate
operating figures of the corporations so con-
solidated, exclusive of inter-company charges,
shall be sufficient for the purpose of this clause.

140
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(P) Not more than fifteen per cent of the de-
posits of any such bank shall be invested in bonds
under this clause, nor shall more than two per
cent of such deposits be invested in the bonds of
any such corporation.

146
147
148
149
350

1 Section 2. Clause ninth of said section fifty-
-2 four, as amended in subdivision (c) by section
3 tw'o of chapter one hundred and fifty-nine of the
4 acts of nineteen hundred and twcnty-tw7 0, is
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hereby further amended by inserting, at the be-
ginning at said subdivision, after the letter “(c)”
the figure:—(l)—and by adding at the end of
said subdivision the following new paragraph:
(2) Other bonds or notes issued, assumed or
guaranteed by endorsement as to both principal
and interest by a public utility corporation whose
securities are authorized for investment by clause
Sixth A, so that said subdivision will read as
follows:—(c) (1) A bond or note of a gas,
electric light, telephone or street railway corpora-
tion incorporated or doing business in this com-
monwealth and subject to the control and super-
vision thereof: provided, that the net earnings
of said corporation, after payment of all operating
expenses, taxes and interest as reported to, and
according to the requirements of, the proper au-
thorities of the commonwealth, have been in each
of the three fiscal years preceding the making or
renewing of such loan equal to not less than four
per cent on all its capital stock outstanding in each
of said years; and provided, that the gross earn-
ings of said corporation in the fiscal year pre-
ceding the making or renewing of said loan have
been not less than one hundred thousand dollars.
A list of the companies whose securities prima
facie comply with the requirements of this sub-
division shall be furnished to the commissioner
annually, at such time after June sixteenth in
any year as he shall designate, by the proper
authorities of the commonwealth having super-
vision over such companies.
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38 guaranteed by endorsement as to both principal
39 and interest by a public utility corporation whose
40 securities are authorized for investment by clause
41 Sixth A.

1 Section 3. Clause Fifteenth of said section
2 fifty-four, is hereby amended by inserting after
3 the word “Fifth” in the third line of said clause
4 the words: Sixth A, and by adding at the
5 end thereof the following: —ln the preparation
6 of any list which the commissioner is required to
7 furnish, he may employ such expert assistance as
8 he deems proper or may rely upon information
9 contained in publications which he deems authori-

10 tative in reference to such matters; and he shall
11 be in no way held responsible for the omission
12 from such list of the name of any state, municip-
-13 ality or corporation the bonds of which conform
14 to the provisions of this section, or of any bonds
15 which so conform, nor shall he be held responsible
16 for the inclusion in such list of any such names or
17 bonds which do not so conform, —so that said
18 clause will read as follows: Fifteenth, Annually,
19 not later than February first, the commissioner
20 shall prepare a list of all the bonds and notes
21 which are then legal investments under the pro-
-22 visions of clause Third, Fourth, Fifth, Sixth A or
23 Seventeenth. Said list shall at all times be open
24 to public inspection and a copy thereof shall be
25 sent to every savings bank. In the preparation
26 of any list which the commissioner is required to
27 furnish, he may employ such expert assistance as
28 he deems proper or may rely upon information
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29 contained in publications which he deems author-
itative in reference to such matters; and he shall
be in no way held responsible for the omission
from such list of the name of any state, muni-
cipality or corporation the bonds of which con-
form to the provisions of this section, or of any
bonds which so conform, nor shall he be held re-

sponsible for the inclusion in such list of any such
names or bonds which do not so conform.
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