
No. 126SENATE
To accompany the petition of the Savings Banks Association

of Massachusetts, by Charles F. Mann, that institutions for savings
be authorized to invest in bonds of certain public service cor-
porations. Banks and Banking.

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

An Act authorizing Investment by Savings Banks
in Bonds of Certain Public Service Companies
in Addition to those already authorized.

1 Section 1. In addition to the investments
2 authorized under chapter one hundred and
3 sixty-eight, section fifty-four, clause sixth of
I the General Laws, savings banks and institu-
-5 tions for savings may invest in the bonds of
6 any corporation engaged in the generation and
7 sale of electricity, or in the generation and sale
8 of electricity and in addition thereto some other
9 form of public service enterprise incorporated

10 under the laws of the United States or any state
11 thereof and doing at least eighty per cent of
12 its business in the United States.

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

Or CommonUiealtJ) of e@assac()iisetto.

1 Section 2. Such corporations must operate
2 under the supervision of a public service or
3 other commission of a state or of the United
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4 States requiring a uniform system of account-
-5 ing, and having jurisdiction over the rates to
6 be charged by the corporation.

1 Section 3. The following restrictions shall
2 apply as to the corporation issuing or assuming
3 the bonds:
4 (a) The gross operating revenue of such cor-
-5 poration shall be not less than three million
6 dollars for its fiscal year immediately preceding
7 the time of making such investment, and shall
8 be derived (1) at least seventy-five per cent
9 from the generation and sale of electricity, and

10 (2) not to exceed ten per cent from the opera-
-11 tion of street railway companies.
12 (h) Such corporation must have a franchise
13 or franchises under which at least seventy-five
14 per cent of its gross operating revenue is
15 earned, extending at least ten years beyond the
16 maturity of any such bond, or an indeterminate
17 franchise or permit from, or agreement with,
18 a public service or other commission, which
19 franchise, permit or agreement would equally
20 protect the security of the bondholders.
21 (c) Such corporation must own and operate
22 steam or hydro-electric power plants capable of
23 generating at least sixty per cent of its actual
24 electric sales for the year immediately preced-
-25 ing the time of making the investment.
26 ( d ) The capital stock of the corporation
27 shall be equal to at least two thirds the total
28 funded debt of such corporation.
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29 (e) The combined surplus and reserves for
30 depreciation and for contingencies of such cor-
-31 poration shall be not less than the following
32 percentages of the actual value of the fixed
33 property of such corporation as shown by its
31 books, (1) ten per cent in the case of a corpora-
-35 tion generating more than fifty per cent of its
36 electrical output from water power, or (2) fif-
-37 teen per cent in the case of a corporation gen-
-38 crating more than fifty per cent of its electrical
39 output from steam.
40 (/) For the period of five years immediately
41 preceding the time of making such investment,
42 the officially reported net earnings of such cor-
-43 poration, as shown by its annual reports, or
44 other sworn statements to the municipal, state
45 or United States authorities, available for in-
-46 terest charges, after deducting charges to cover
47 depreciation, maintenance, taxes, rentals and
48 guaranteed interest or dividends, shall have
49 been equal to at least twice the interest charges
50 for the period on the corporation’s total out-
-51 standing funded debt.
52 ( g) The term “ funded debt ”as used in this
53 act shall be construed to mean all interest-
-54 bearing debt maturing more than one year from
55 date of issue, but excluding bonds of the com-
-56 pany held simply as collateral to secure other
57 obligations of the company which may be out-
-58 standing.

1 Section 4. The following restrictions shall
2 also apply to such bonds:
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( a ) The bonds must be of an issue of not less
than one million dollars.

3
4

(b) Such issue, plus the total amount of any
underlying bonds, shall be outstanding in an
amount not to exceed sixty per cent of the
value of the actual fixed property securing such
bonds, as shown by the corporation’s books, ex-
clusive of work in progress.
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(c) Such bonds must be either (1) a closed
underlying mortgage bond secured by property
owned and operated by the corporation issuing
or assuming the bond, which property is of cur-
rently usable value to the corporation and is so
used a major portion of the time; provided, that
such bond is to be refunded by a junior mort-
gage providing for its retirement; and that
such underlying mortgage may remain open
solely for the issue of additional bonds which
are to be pledged under such junior mortgages;
or (2) a first mortgage bond constituting the
only mortgage debt of such corporation and in
case such mortgage is not closed, its terms must
prevent the issuance of additional bonds for ex-
tensions, improvements and property acquisi-
tions, unless such additional bonds are to be
issued either (a) for an amount not to exceed
seventy-five per cent of the actual cost of such
extensions, improvements and property ac-
quisitions, when net earnings available for in-
terest charges, for twelve months out of the
fifteen months preceding application to the
trustee under such mortgage for authentication
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35 of such additional bonds, have been equal to at
36 least one and three quarters times the interest
37 charges for one year on the total amount of
38 bonds outstanding under such mortgage and
39 the proposed additional bonds, or ( h ) for an
40 amount not to exceed eighty per cent of the
41 actual cost of such extensions, improvements
42 and property acquisitions, when net earnings
43 available for interest charges, for twelve
44 months out of the fifteen months preceding ap-
-45 plication to the trustee under such mortgage
46 for authentication of such additional bonds,
47 have been equal to at least twice the interest
48 charges for one year on the total amount of
49 bonds outstanding under such mortgage and
50 the proposed additional bonds; or (c) a refund-
-51 ing mortgage bond providing for the retirement
52 of all prior lien or divisional mortgage bonds
53 of such corporation outstanding at the time of
54 making the investment, which refunding mort-
-55 gage bond is secured by a lien on property
56 owned and operated by the corporation issuing
57 or assuming the bonds; provided, that any
58 mortgage prior in lien to such refunding mort-
-59 gage shall be closed unless such prior mortgage
60 remains open solely for the issue of additional
61 bonds which are to be pledged under such re-
-62 funding mortgage, and provided further, that
63 if there exists a mortgage junior in lien to such
64 refunding mortgage bond, such refunding
65 mortgage bond is to be refunded by such junior
66 mortgage, and provided further, that in case
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67 such refunding mortgage is not closed, its
terms must prevent the issuance of additional
bonds for extensions, improvements and prop-
erty acquisitions unless such additional bonds
are to be issued either (1) for an amount not
to exceed seventy-five per cent of the actual cost
of such extensions, improvements and property
acquisitions, when net earnings available for
interest charges for twelve months out of the
fifteen months preceding 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, those
secured by equal or prior liens, and the pro-
posed additional bonds, or (2) for an amount
not to exceed eighty per cent of the actual cost
of such extensions, improvements and property
acquisitions, when net earnings available for
interest charges, for twelve months out of the
fifteen months preceding 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 outstanding imder
such mortgage, those secured by equal or prior
liens, and the proposed additional bonds.
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Section 5. In order to become legal invest-
ments under this act bonds must mature not
later than thirty years from the date of in-
vestment.
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1 Section 6. If during any of the periods
2 mentioned in this act, the corporation whose
3 bonds are being considered for investment has
4 been the subject of consolidation, the combined
5 operating figures of the separate corporations
6 forming the consolidation, exclusive of inter-
-7 company charges, shall be used in determining
8 the legality of such bonds for investment.

1 Section 7. No savings bank or institution
2 for savings may invest more than fifteen per
3 cent of its deposits and surplus in such bonds
4 as may become legal under this act, nor more
5 than two per cent of such deposits and surplus
6 in the bonds of any one corporation.

1 Section 8. Savings banks and institutions
2 for savings may also invest in other bonds or
3 notes issued, assumed, or guaranteed by en-
-4 dorsement as to both principal and interest by
5 a public utility corporation whose securities are
6 made legal by this act; provided, that the prin-
-7 cipal of such bond or note is payable at a time
8 not exceeding one year after the date of invest-
-9 ment therein.

1 Section 9. A list of the corporations whose
2 bonds prima facie comply with the require-
-3 ments of the act, and with the requirements of
4 chapter one hundred and sixty-eight, section
5 fifty-four, clause sixth of the General Laws,
6 shall be furnished annually by the bank com-
-7 missioner to the savings banks.




