
HOUSE No. 905
Bill accompanying the petition of Henry Herrick Bond for legis-

lation to regulate the sale of securities. Banks and Banking. Jan-
uary 16.

In the Year One Thousand Nine Hundred and Twelve.

AN ACT
To regulate the Sale of Investment Securities.

Be it enacted hy the Senate and House of Representatives
in General Court assembled, and hy the authority of the same,
as follows:

1 Section 1. Savings and national hanks, trust com-
-2 panies, real estate mortgage companies dealing exolu-
3 sively in real estate mortgage notes, building and loan
4 associations and corporations not organized for profit,
5 and the corporate shares in and other securities issued
6 hy the same, shall be exempted from the provisions of
7 this act.

Cl)c Commontocalti) of sgassafJnisettg.

1 Section 2. Before offering or attempting to sell
2 any stock, bonds or other securities of any kind or char-
3 acter other than those specifically exempted in section one
4 of this act, or such as may hereafter be exempted hy the
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5 bank commissioner under the provisions of section thir
6 teen of this act, and before attempting to transact am
7 business whatsoever in this commonwealth, excepting that
8 of preparing the docmnents hereafter required, every
9 individual, co-partnership, association or other organ-

-10 ization of individuals, and every corporation, whether
11 organized under the laws of this commonwealth or under
12 the laws of any other state, territory or government, shall
13 file in the office of the hank commissioner of this com-
-14 monwealth, together with a filing fee of five dollars, the
15 following documents, to wit: —(1) a statement show-
-16 ing in full detail the plan upon which he, they, or it pro-
-17 pose or proposes to do business; (2) a copy of all con-
-18 tracts, bonds or other instruments which he, they or it
19 proposes to make with or sell to investors; (3) a state-

-20 ment which shall show the name under which it is pro-
-21 posed to do business and the location of the office or offices^
22 therefore, and an itemized account of his, their or its
23 actual financial condition, and such other information
24 pertaining to the affairs of the applicant as the said bank
25 commissioner may require. If the applicant shall he a
26 co-partnership or an incorporated association, it shall also
27 file with the bank commissioner a copy of its articles of
28 co-partnership or association, and if it be a corporation
29 organized under the laws of this commonwealth, it shall
30 also file with the bank commissioner a copy of its articles
31 of incorporation, constitution and by-laws, and all other
32 papers pertaining to its organization. If it shall be a
33 corporation organized under the laws of any other state,

34 territory or government, it shall also file with the said
35 bank commissioner a copy of the laws of such state.
36 territory or government under which it exists or is in-

-37 corporated, and also a copy of its charter, articles of in-
-38 corporation, constitution and by-laws, including all
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39 amendments thereof, and all other papers pertaining
40 its organization.

Section 3. All of the above papers shall be verified
j oath; if the applicant is a co-partnership the oath of

3 one member thereof shall be sufficient; if the applicant
4 is a corporation, the oath of a duly authorized officer
5 thereof shall be sufficient. All such papers as are re-
-6 corded or are on file in any public office and which are

ffered for filing with the bank commissioner under the
8 provisions of this act shall be further certified to by the
9 officer of whose records they form a part, as being cor-

-10 rect copies of such records.

1 Section 4. Every corporation making such applica-
2 tion other than corporations organized under the laws
3 of this commonwealth shall also appoint in writing the
4 bank commissioner and his successor in office to be its
5 true and lawful attorney, upon whom all lawful pro-
-6 cesses in any action or proceeding against it may be
7 served, and in such writing shall agree that any lawful
8 process against it which may be served on said attorney
9 shall be of the same legal force and validity as if served

10 on it, and that the authority shall continue in force so
11 long as any liability remains outstanding against it in
12 this commonwealth. The power of attorney and a copy
13 of the vote authorizing its execution duly certified and
14 authenticated shall be filed in the office of the commis-
-15 sioner, and copies certified by him shall be sufficient evi-
-16 dence thereof. Service of such process shall be made by
17 leaving a copy of the process and a fee of two dollar;

18 in the hands or in the office of the commissioner, anc

19 such service shall be a sufficient service upon the corpora
20 tion.
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1 Section 5. When legal process against any such
2 corporation has been served upon the commissioner, he
3 shall immediately give notice to the corporation of such
4 service by mail, postpaid, directed, in the case of a
5 corporation-—especially in a foreign country —to the
6 resident manager, if any in the United States, and shall
7 within two days after such service in the same manner
8 forward a copy of the process served upon him to such
9 corporation or manager, or to any other person desig-

-10 nated by the corporation, by written notice tiled in
11 the office of the commissioner. The fee of two dollars
12 paid by the plaintiff to the commissioner at the time of
13 service shall be taxed in his costs if he prevails in his
14 suit. The commissioner shall keep a record of the day
15 and hour of the service of all such processes.

1 Section 6. Upon the filing of an application as pro-
2 vided in section two of this act, it shall be the duty of the
3 bank commissioner to examine the statements and docu-
-4 ments so filed, and if he deems it advisable he shall make
5 or cause to be made, a detailed examination of such ap
6 plicant’s affairs, which examination shall be at the ex
7 pense of the applicant as hereinafter provided, and if
8 he finds that such applicant is solvent, that its proposed
9 plan of business and proposed contract, and in the case

10 of a corporation, its articles of incorporation or associa
11 tion, its constitution and by-laws, contain and provide
12 for a fair, just and equitable plan for the transaction of
13 business, and in his judgment promises a fair return on
14 the stock, bonds and other securities offered or to be of-
-15 fered by it for sale, the bank commissioner shall issue to
16 such applicant a license to transact such business in the

17 commonwealth as is set forth in its application, and
IS which license shall recite that such applicant has com-
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19 piled with the provisions of this act; that detailed in-
-20 formation in regard to the applicant and the securities
21 that it offers for sale is on file in the bank commissioner’s
22 office for public inspection; that such applicant is licensed
23 to do business in this commonwealth; and such license
24 shall recite in bold type that the bank

wise recommends the securities to be offered for sale bv
26 such applicant. But if the bank commissioner finds that
27 such articles of incorporation or association, charter, con-
-28 stitution and by-laws, plan of business or proposed con-
-29 tract contain any provision that is unfair, unjust or
30 inequitable or oppressive to any class of investors, or if
31 he decides from his examination of the applicant’s af-
-32 fairs that the applicant is not solvent or does not intend
33 to do a fair and honest business, and in his judgment the
34 stocks, bonds or other securities by it offered or to be
35 offered for sale do not promise a fair return thereon, then
36 he shall notify such applicant in writing of his findings,
37 and it shall be unlawful for such applicant to do business
38 in this commonwealth until it shall so change its consti-
-39 tution, by-laws, articles of incorporation or association,
40 its proposed plan of business, proposed contract, and
41 its general financial condition in such manner as to
42 satisfy the bank commissioner that it is solvent, and that
43 it provides for a fair, just and equitable plan for the
44 transaction of business and does, in his judgment
45 promise a fair return on the stocks, bonds and other se-
-46 curities offered or to be offered by it for sale; provided

47 that all expenses paid and incurred, and all fees or
48 charges received or collected for anv examination made
49 under the provisions of this section of this act shall bf
10 reported in detail by the bank commissioner and a de

thereof made by him.



1 Section 7. It shall not be lawful for any individual,
2 dividuals, co-partnership, association, or other organiza-
-3 tion of investors, or corporation, whether organized under
4 the laws of this commonwealth or elsewhere, to transact

5 either as agent or trustee any business in form or char-
-6 acter similar to that set forth in section two of this act,
7 except as provided in said section, until it shall Lave se-
-8 cured a license in section six of this act. No amendment
9 to the charter, articles of incorporation, constitution or

10 by-laws of any corporation, licensed under the provisions
11 of this act shall become operative until a copy of the
12 same shall be filed with the bank commissioner as pro-
-13 vided in regard to the original filing of charters, articles
14 of incorporation, constitution and by-laws, nor shall it
15 be lawful for any such corporation to transact business
16 on any other plan than that set forth in the statement
17 required to be filed by section two of this act, or to make
18 any contracts other than shown in the copy of the pro-

-19 posed contract required to be filed by section two of this
20 act, until a written statement showing in full detail the
21 proposed new plan of doing business, and a copy of the
22 proposed new contract shall have been filed with the bank
23 commissioner in like manner as provided for the filing
24 of the original plan of business tad proposed contract,
25 and the consent of the bank commissioner obtained as

26 to making such proposed new plan of transacting busi-
ness and proposed new contract.

1 Section 8. No person shall act as agent for any per-
n or persons, organization, association or corporation

3 for the purpose of selling or offering for sale any stocks,

4 bonds, or other securities within this commonwealth, ex-

5 cept such as may have been hereafter exempted under the
6 provisions of section thirteen of this act, unless his

6 SALE OF INVESTMENT SECURITIES. [Jan.
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T principal or lie himself as agent shall have complied with
8 the provisions of this act, and if such application shall
9 be made by the principal, then the said agent shall, be-

-10 fore transacting such business, register with the bank
11 commissioner as an investment agent, and for each reg-
-12 istration there shall be paid to the bank commissioner
13 a fee of one dollar. Such registration shall entitle such
11 agent to act as agent for or in behalf of another in the
15 sale and offering for sale of stocks, bonds and other se-
16 curities within the commonwealth until the first day of
IT March following, unless such authority is sooner revoked
18 by the bank commissioner, and such authority shall be
19 subject to revocation at any time by the bank commis-
-20 sioner for cause appearing to him sufficient.

1 Section 9. Every person, co-partnership, organiza-
-2 tion, association or corporation licensed under the provi-
3 sions of this act shall thereafter file at the close of busi-
1 ness on the thirty-first day of December of each year,
5 and at such other times as may be required by the bank

G commissioner, a statement verified by oath, setting forth
7 in such form as may be prescribed by the said commis-
8 sioner its financial condition and the amount of its as-
9 sets and liabilities, and furnishing such other informa-

-10 tion concerning its affairs as said bank commissioner
11 may require. Each annual statement shall be accom-
-12 panied by a filing fee of two dollars. Any applicant
13 licensed under the provisions of this act who shall fail
14 to file such annual report within ten clays following the
15 thirty-first day of December, or fail to file such other
16 special report as may be requested by the bank com-
17 missioner within thirty days after the receipt of suchn
18 request, shall forfeit its right to do business in this com
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19 inonwealth and its license therefor shall be forthwith
20 suspended or revoked by the hank commissioner.

1 Section 10. A trial balance of the general accounts
f every corporation licensed under the provisions of thi

3 act shall at least once a month be recorded in a book
1 provided for that purpose; and such trial balances and

5 all other hooks and accounts of such corporation shall at
6 all times be open to the inspection of stockholders and
7 investors in said corporation and to investors in the
8 stocks, bonds or other securities offered by it for sale and
9 to the bank commissioner and his deputies.

1 Section 11. Application under the provisions of
3 this act may be made by any organization of individuals
3 known as a stock exchange, and a license issued to such
4 exchange shall be a sufficient license for any regular
5 member of such exchange to trade upon the floor of such
6 exchange in the stocks, bonds or other securities enumer-
-7 ated in such license.

1 Section 12. The bank commissioner shall have gen-

eral supervision and control as provided in this act over
any and all applicants licensed under this act, doing

4 business in this commonwealth, and all such shall be sub-
6 ject to examination by the bank commissioner or his duly
6 authorized deputies at any time the bank commissioner
7 may deem it advisable, and in any manner now provided
8 for the examination of savings banks. The rights, pow-
9 ers and privileges of the bank commissioner in connec-

-10 tion with such examinations shall be the same as is now
11 provided with reference to the examination of savings
12 banks. A fee not to exceed five dollars for each day or
13 fraction thereof plus the actual travelling and hotel ex
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penses of such bank commissioner or deputies for the
period that he or they may be absent from the state house
for the purpose of such examination, shall be paid by the
applicant on demand therefor; and the failure or refusal
to pay such fees upon such demand shall operate as a
forfeiture of its license to do such business in this com-

monwealth, and the bank commissioner shall forthwith
send notification thereof to the said licensee.

Section 13. The bank commissioner shall from time
to time issue a list of securities over his signature, to
be entitled “ exempted securities,” which securities may
be bought and sold within the commonwealth without
securing a license therefor in accordance with the provi-
sions of this act. dSTo security shall be included in such
list until the bank commissioner shall have satisfied him-
self by investigation that it is a safe investment security.
Said list shall be revised from time to time and any
security may be withdrawn from said list by said com-
missioner. Xo security thus withdrawn shall there-
after be sold or offered for sale within the commonwealth
until a license therefor shall have been secured in ae-

n-dance with the provisions of this act.

commissioner shall report tcSection 14. The hank
the attorney-general any v
this act, and the attorney-;
to the superior court for an
violations of this act; and

iolation of the provisions of
general may thereupon apply
injunction to restrain further
f the violation has been by au

r the laws of this common-
edings for its dissolution, for
-er, and for such other reme-

ration organized und
Ith, he may bring prc

the appointment of a recei
dies as he deems proper.
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Section 15. Any person who shall knowingly or
wilfully subscribe to or make, or cause to be made, any

alse statements or false entry in books relating to the
ale of securities within the commonwealth, or exhibiting

any false paper with the intention of deceiving any per-
6 son authorized to examine into the affairs connected with
7 such sale or proposed sale, or shall make or publish or
8 cause to be made or published any false statement of the
9 financial condition of any individual, co-partnership, as-

-10 sociation or corporation engaged in the sale of securities
11 or of the stocks, bonds, or other securities offered for sale,
12 shall be deemed guilty of a felony, and upon conviction
1-3 therefor shall be fined not less than five hundred dollars
1+ or more than ten thousand dollars, or imprisoned for
15 not less than one or more than ten years in the state
16 prison, or both such fine and imprisonment.

1 Section 16. Any person or persons, agent or agents
2 who shall attempt to sell or shall sell any stock, bond
3 or other securities without complying with the provisions
4 of this act, and any corporation, domestic or foreign.
5 which shall do business except as provided by the terms
6 of this act shall be deemed guilty of a misdemeanor.

and upon conviction therefor shall be fined for each of
fence not less than one hundred dollars or more than

9 five thousand dollars or by imprisonment in the house of
10 correction for not more than six months, or by both such
11 fine and imprisonment

1 Section 17. All fees herein provided for shall be
2 collected bv the bank commissioner and by him turned
3 into the treasury of the commonwealth, and all fees sc
4 turned into said treasury are hereby re-appropriated tc

the bank commissioner for the purpose of paying all sal
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6 aries and expenses necessary for carrying this act inf
7 effect, and the bank commissioner is hereby authorize!
8 to appoint such clerks and deputies from the civil servic
9 list as are actually and absolutely necessary to carry thi

10 act into full force and effect.

1 Section 18. All acts and portions of acts in conflic
2 herewith are hereby repealed.

1 Section 19. This act shall take effect upon the firs
2 day of July, nineteen hundred and twelve.




