
SENATE No. 598

Executive Department, Boston, May 31, 1915.

To the Honorable Senate and House of Representati

I return herewith without my approval Senate Bill 567 relative
to the issue of stock, bonds, notes or other evidences of in-
debtedness by railroad corporations

This is one of a series of measures resulting from recommenda-
tions made by the Public Service Commission pursuant to

Chapter 158 of the Resolves of 1914 and representing an at-

tempt to reduce to uniformity the conflicting laws of the several
New England states regarding the issue of such securities by rail-
road companies, having locations in, or charters from, more than
a single state.

Pursuant to the above Resolve, and after consultations and
deliberations in which the commissions of the other states took
part, the Public Service Commission recommended legislation
giving railroad companies a positive right to issue bonds or other
evidences of indebtedness, for lawful purposes, up to the amount

of their capital stock, and a contingent right only to exceed this
limit up to 'twice such amount subject to the approval of the
Commission. The law of Connecticut was changed at the recent

session of its Legislature to conform to the principle of this
recommendation. Consistency evidently requires, therefore, that

our Legislature shall adopt an equivalent statute in order to

secure the uniformity sought, which is manifestly in the public
interest
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I am surprised to find, however, that the pending bill has been
radically changed from the commission’s draft, for what reason
or upon what demand I can only conjecture, so that under its
present terms the railroad corporations are given a positive
right, apart from any approval by the Public Service Commission,
to issue bonds or other evidences of indebtedness for lawful
purposes, up to twice the amount of their capital stock; in other
words, Massachusetts is placed in the peculiar position of pre-
venting uniformity after a sister state, in order to secure uni-
formity, has adjusted her standard to meet our own!

A still more important and far-reaching objection to the bill
in its present form is its total disregard of the recent and costly
lessons of the danger involved in the assumption of excessive
fixed charges by these public service corporations, a disregard
that is the more surprising in view of the fact that for months
the legislature has been laboring to extricate the Boston & Maine
Railroad from difficulties largely due to this very cause. To
safeguard the railroad companies from a repetition of the
mistake of incurring fixed charges out of safe proportion to their
capital stock was the express purpose of the provision which the
Public Service Commission incorporated in its bill, and that
purpose, so signally justified by the experience of the investors in
Boston & Maine stock and by the present financial difficulties of
that road, is wholly frustrated by the provisions of the bill in its
present form

On both grounds which I have mentioned, I am convinced
not only that the bill in its present form is adverse to the public
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.(Signed) DAVID I. WALSH.


