
HOUSE No. 1551

House of Representatives, May 17, 192.3.

The committee on Banks and Banking, to whom was
referred the report of the joint special recess committee
appointed to recommend a revision of the laws relating to
investments of savings banks and savings departments of
trust companies, to foreign banks, to deposits with others
than banks and to other matters relating to banks and
banking (House, No. 1275), report (in part) the accom-
panying bill.

For the committee,

JAMES B. BROWN.

Cbe Commontoealtl) of 90assact)U0ctts.
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In the Year One Thousand Nine Hundred and Twenty-Three.

AN ACT
Relating to Savings Bank Investments in Bonds of Street

Railway Companies.

1 Section fifty-four of chapter one hundred and sixty-
-2 eight of the General Laws is hereby amended by strik-
-3 ing out clause fourth and inserting in place thereof the
4 following:

5 Fourth. In the bonds of any street railway company
6 incorporated in this commonwealth, the railway of which
7 is located wholly or in major part therein, and which
8 the department of public utilities shall certify to the
9 commissioner as hereinafter provided. Any street rail-

-10 way company may file with said department a petition
11 for certification of any bonds issued or assumed or about
12 to be issued by it. If it shall appear to said depart-
-13 ment that during the five preceding fiscal years the net
14 earnings of the company applicable to the payment of
15 interest upon its bonds, including any proposed issues
16 to be certified, after providing for all amounts properly
17 chargeable against income during said years, including
18 adequate maintenance of its property and adequate
19 allowance for depreciation and obsolescence thereof,
20 equalled at least twice the amount of such interest,

Be it enacted hy the Senate and House of Representatives
in General Court assembled, and hy the authority of the
same, as follows:
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21 and the then fair value of its assets and properties,
22 including the proceeds of any proposed issues for which
23 certification is asked, is at least fifty per cent in excess
24 of all bonds and other indebtedness, including the issues
25 for which certification is asked, said department shall
26 certify to the commissioner that the particular issues
27 of bonds of such company which have been considered
28 by it comply with the requirements of the laws relative
29 to investments by savings banks.
30 In determining said fair value said department may,
31 unless it finds such basis improper or unwarranted,
32 take as to the whole or such parts of the properties as
33 it determines, the amounts which it has previously de-
-34 termined, in authorizing the issue of stocks and bonds
35 or other evidences of indebtedness under the provisions
36 of the general laws, to have been properly expended,
37 less such charge for depreciation and obsolescence for
38 the elapsed life of the properties as it deems adequate.
39 If two or more street railway companies have been con-
-40 solidated by purchase or otherwise during said five-year-
-41 period, the combined earnings and expenditures and
42 proper allowances for maintenance, depreciation and
43 obsolescence of the constituent companies, and the fair
44 value of their combined assets, and their combined
45 indebtedness, shall be employed in determining whether
46 the bonds of said consolidated company or any con-
-47 stituent company shall be certified. The bonds of any
48 constituent company which were legal investments for
49 savings banks immediately prior to such consolidation
50 shall continue to be legal investments thereafter, if the
51 income and assets of such consolidated company, deter-
-52 mined as hereinbefore set forth, is sufficient to comply
53 with the foregoing requirements, or if said bonds of a
54 constituent company are a lien upon assets the fair
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\alue of which is at least fifty per cent in excess of all
bonds or other evidences of indebtedness which partici-
pate in such lien.
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In the case of street railways all of the property or
lines of which are leased to or operated by another street
railway company, or operated by the commonwealth or
by any political subdivision thereof, said department
shall, if the earnings and expenses of such lines are or
can reasonably be segregated and determined, base its
certification thereon in the same manner as though such
lease or operating agreement were not made; provided,
however, that if such segregation cannot reasonably he
made, it shall certify any bonds of a company which
satisfied the foregoing test during the five years prior to
the date of such lease or operating agreement if it finds
that the fair value of the assets and properties of such
company is at least fifty per cent in excess of all bonds
and other indebtedness at the time of such certification,
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including the issues for which certification is asked. In
any case covered by this paragraph certification shall
not be made unless payment of the interest on the bonds
in question is guaranteed by the lease or operating agree-
ment, and regularly paid.
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The certifications provided for in this clause shall be
effective until the expiration of three months from the
date when the annual report of the company is required
to be filed with the department of public utilities.
Within three months after the filing of said annual
report said department shall redetermine whether the
bonds theretofore certified by it comply with the fore-

going provision, taking into consideration in addition
to the evidence previously before it the facts as dis-
closed by said annual report, and any other evidence
which it may deem material, and thereupon shall re-
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89 certify the same to the commissioner or notify him that
90 the certification theretofore made is revoked.the certification theretofore made is revoked.
91 In any determination under this clause, if said depart-
92 ment finds that because of temporary conditions the
93 earnings or expenses of any of the five preceding fiscal
94 years do not represent the revenue or expenses fairly
95 to be anticipated for the future, it may substitute in
96 place thereof the average annual earnings or expenses of
97 the five fiscal years preceding the earliest of the years
98 so eliminated.








