
HOUSE m. ii96.

[Bill accompanying the petition of W. R, Chester and others. Joint
Judiciary. April 2.]

In the Year One Thousand Mine Hundred and One.

AN ACT
Relative to the Stock, Bonds, and Certificates of

Ownership of Public-service Corporations and
Associations.
Be it enacted by the Senate and House of Representative

in General Court assembled, and by the authority of th
same, as follows

1 Section 1. Public service corporations and
2 associations shall be deemed to be those that oper-
-3 ate railroads by steam, electricity, or any other
4 motive power; that are engaged in making, con-

-5 veying, or selling gas, electricity, or steam for
6 lighting, heating, or motive power; that are en-

-7 gaged in making, conveying, or selling liquid for
8 refrigerating purposes; that maintain aqueducts
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9 or sell water conveyed thereby; that maintain
10 conduits, pipes or tubes of any sort in the public
11 streets; that are engaged in the transmission of
12 information by telegraph, telephone, or other use
18 of electricity; or that use railroads for the con-
-14 duct of an express business.

1 Section 2. The provisions of this act relating
2 to such public-service corporations and associa-
-3 tions shall be equally applicable to and binding on
4 any corporations, associations, or individuals to
5 whom such public-service corporations or associa-
-6 tions may lease their franchises or property, or
7 convey their franchises or property in trust; or
8 who may own or control a majority of the capital
9 stock of such public-service corporations or who

10 may control the voting power in such public-ser-
-11 vice associations, or who may in any way have
12 such legal interest in or control of the property
13 of such corporations or associations as to de-
-14 termine the action of such corporations or asso-
-15 ciations in respect to the matters affected by this
16 act.

1 Section 3. Public-service corporations and
2 associations, whether organized under general
3 laws or special charters, and however authorized
4 to issue capital stock, bonds, or certificates of
5 ownership, shall hereafter issue only such amount
6 of stock, bonds, or certificates of ownership as

7 may from time to time be deemed to be reasonably
8 requisite for the purposes for which such issue of
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9 stock, bonds, or certificates has been authorized:
10 First, upon investigation and vote by the board
11 of gas and electric light commissioners in the case
12 of gas and electric light companies and associa-
-18 tions; second, upon investigation and vote by the
14 board of railroad commissioners in the case of
15 railroad corporations and associations; third,
16 upon investigation and decision by the commis-
-17 sioner of corporations in the case of all other
18 public-service corporations and associations. The
19 said board or commissioner as the case may be,
20 shall announce a decision within thirty days from
21 the date of the last hearing, upon the application
22 of any such corporation or association for permis-
-23 sion to issue such stock, bonds, or certificates.
24 The vote of the board or the decision of the com-

-25 missioner approving such issue shall specify the
26 respective amounts of stock, bonds, and certifi-
-27 cates authorized to be issued for the respective
28 purposes to which the proceeds thereof are to be
29 applied. Any such decision and vote of a board
80 or decision of the commissioner of corporations
31 shall be filed in writing in the office of said board
32 or said commissioner, as the case may be, within
33 seven days after the rendering thereof, and shall
34 assign in writing the reasons for the decision. A
35 certificate setting forth the vote of said board or

36 the decision of said commissioner, as the case may
37 be, shall within three days after said vote or de-
-38 cision be filed in the office of the secretary of the
39 Commonwealth before the certificates of stock,
40 the bonds, or the certificates of ownership are
41 issued; and no corporation or association included
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42 in the terms of this act shall apply the proceeds
43 of such stock, bonds, or certificates to any pur-
-44 pose not specified in such certificates so filed.

1 Section 4. No public-service corporation or

2 association shall declare any stock or scrip divi-
-3 dend or divide the proceeds of the sale of stock
4 scrip among its stockholders or members; nor
5 shall any such corporation or association create
6 any additional stock or issue certificates thereof
7 to any person unless the par value of the shares
8 so issued is first paid in cash to its treasurer.

1 Section 5. Whenever a public-service corpo-
-2 ration or association increases its capital stock
3 the new shares to the number necessary to pro-
-4 duce the amount necessary for the purposes for
5 which such increase is authorized shall be offered
6 proportionately to its stockholders or members at

7 not less than the market value thereof at the time
8 of increase as shall be determined by the board of
9 railroad commissioners in the case of a railroad

10 corporation or association, the board of gas and
11 electric light commissioners in the case of a gas
12 or electric light corporation or association, or the
13 commissioner of corporations in the case of any
14 other public-service corporation or association,
15 taking into account previous sales of the stock of
lb the corporation or association and other pertinent
17 conditions. The directors or trustees shall cause

18 written notice of such increase to be given to

19 each stockholder or certificate holder who was
20 such at the date of the vote to increase,
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21 stating the amount of such increase and
22 the proportion thereof in shares or por-
-23 tions of shares which he would be entitled
2d to receive on a division of the same, and
25 the price at which he is entitled to take
26 the same, and fixing a time, not less than fifteen
27 days from the date of such notice, within which
28 he may subscribe for such additional stock;
29 and each stockholder or certificate holder may,
80 within the time fixed, subscribe for his portion of
31 such stock, and the same shall be paid for in cash
32 on the issue of a certificate therefor: provided,
33 that when the increase in the capital stock does
34 not exceed four per centum of the existing capital
35 stock of the corporation the directors may dispose
36 of the same in the manner provided in the follow-
-37 ing section of this act, without first offering the
38 same to the stockholders.

1 Section 6. If, after the expiration of the
2 notice provided for in the preceding section, any
3 shares of such stock remain unsubscribed for by
4 the stockholders or certificate holders entitled to
5 take them, the directors or trustees shall sell the
6 same at auction. All shares to be disposed of at
7 auction under the provisions of this act shall be
8 offered for sale to the highest bidder, in the city
9 of Boston or such city or town as may be pre-

-10 scribed by the aforesaid board or commissioner,
11 as the case may be; and notice of the time and
12 place of such sale shall be published at least five
13 times during the ten days immediately preceding
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IT the sale, in such daily newspapers, not less than
15 three in number, as may be prescribed by such
16 board or commissioner. No shares shall be sold
17 or issued for a less sura, to be actually paid in
18 cash, than the par value thereof.

Section 7. No lease and no purchase and
sale of the franchise and property of any public-
service corporation or association, and no consoli-
dation of two or more such corporations or

associations, whether such lease, purchase and
sale or consolidation is authorized by general laws
or special act, shall be valid and binding until the
terms of such lease, purchase and sale or consoli-
dation shall have been approved by the board of
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railroad commissioners in the case of railroad
corporations or associations, the board of gas and
electric light commissioners in the case of gas or

electric light corporations and associations, and
the commissioner of corporations in the case of
all other public-service corporations and associa-
tions, after a public hearing of which such notice
shall be giyen as the said board or commissioner
shall deem necessary for the protection of the
public interests, and until a certiiicate signed by
said board or commissioner, setting forth the vote
or decision approving the same, as the case may
be, shall have been filed in the office of the secre-

tary of this Commonwealth. Said board or com-

missioner shall announce its or his decision within
thirty days of the last hearing upon the; applica-
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27 tion for permission to lease to, sell to, consolidate
28 with or purchase the franchise and other property
29 of any other public-service corporation or associa-
30 tion. Application made by a corporation or

31 ciation of one of the afore-mentioned classes o
32 corporations or associations for permission to
33 lease to, sell to, consolidate with, lease or pur-
34 chase a corporation or association of another of
35 the afore-mentioned classes shall be made to and
36 passed upon by the board of railroad commission-
37 ers in case one of the parties is a railroad corpo-
38 ration or association, or the board of gas and elec

39 trie light commissioners in case one of the parties
40 is a gas or electric light corporation or associa-
-41 tion, or of either board at the option of the
42 applicant in case one of the parties is a railroad
43 corporation or association and the other or another
44 a gas or electric light corporation or association.

1 Section 8. If a domestic or foreign corpora-
-2 tion or association which owns or controls a

3 majority of the capital stock of a domestic public-
-4 service corporation or a majority of the certificates
5 of ownership of a domestic public-service associa-
-6 tion, or which has leased the property or franchise
7 of such corporation or association, shall hereafter
8 issue stock, bonds or other evidences of indehted-
-9 ness, based upon or secured by the property,

10 franchise or stock of such domestic corporation or

11 association, unless such issue is authorized by the

12 law of this Commonwealth, the supreme judicial
13 court, sitting in equity, may in its discretion dis-
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14 solve such domestic public-service corporation or
15 association. It shall be the duty of the attorney-
-16 general, whenever he is satisfied that such issue
17 has been made, to institute proceedings in said
18 court for the dissolution of such domestic corpo-
-19 ration or association and the proper distribution
20 of its assets.

Section 9. Any member of the board of di-
rectors, or any trustee, or any treasurer, or other
officer or agent of any public-service corporation
or association who knowingly votes to authorize
the issue of, or knowingly signs, certifies, or issues
stock, bonds, or certificates of ownership contrary
to the provisions of this act, or who knowingly
votes to assume or incur, or knowingly assumes
or incurs, in the name or behalf of such corpora-
tion or association, any debt or liability except for
the legitimate purposes of the corporation or

association, shall be punishable by a fine not ex-

ceeding one thousand dollars, or by imprisonment
not exceeding one year, or by both fine and im-
prisonment.
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Section 10. Any court having jurisdiction in
equity may, on the application of either of the
aforesaid boards or the aforesaid commissioner, or
of the attorney-general, or of any stockholder, or
of any interested party, enforce all lawful orders
and decisions of said boards or said commissioner
made in pursuance of the provisions of this act

and all provisions of law herein contained respect-

ing such corporations and associations.
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2 shall be construed as impairing any existing
3 requirements of law in relation to the issue of
4 capital stock or bonds by any public-service cor-
-5 poration or association, provided such require-
-6 ments are not inconsistent herewith. Nothing
7 contained in this act shall be construed as requir-
-8 ing the approval of the board of railroad commis-
-9 sioners to the issue, by any railroad company, of

10 capital stock or bonds duly authorized by law of
11 this Commonwealth, the proceeds of which are to
12 be expended in another state or country, or which
13 are to pay for borrowed money expended in an-
il other state or country. Nothing contained in this
15 act shall effect any issue of stock or bonds author-
-16 ized by either of the aforesaid boards or by the
17 commissioner of corporations prior to the passage
18 of this act. Nothing contained in this act shall
19 be construed to prohibit the fulfilment of the
20 terms of any existing written contract now au-
-21 thorized by law for the lease or purchase and sale
22 of the franchise and property of any public-
-23 service corporation or association, or for the con-

-24 solidation of any two or more such corporations
25 or associations.

1 Section 12. Chapters three hundred and fifty,
2 four hundred and fifty, four hundred and fifty-
-3 two, four hundred and sixty-two, four hundred
4 and seventy-two, four hundred and seventy-six,
5 and five hundred and six of the acts of the year
(j eighteen hundred and ninety-four are hereby re-

-7 pealed.

1 Section 11. Nothing contained in this act




