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Executive Department,

To the Honorable Senate and House of Representativei

The Public Service Commission has reported to me the
desirability of the passage of legislation which may enable
the New York, New Haven and Hartford Railroad Company
to finance its floating debt by the use of preferred stock,
instead of continuing the policy of the last few years of
short time and temporary borrowing. The latter policy is
expensive and it leaves the railroad company at the mercy
of varying financial conditions which may be adverse atInch may be adverse at
the time it is necessary to borrow. The remedy might well
have been considered by the Legislature in the bill which
it has recently passed relating to this Company, but tht
declaration of war, made since the legislation was initiated
has caused stupendous financial projects to be undertaken
by the government and will greatly augment the difficulty

finance. I deem it my duty
t before the legislature for its

of the problems of railroad
therefore to place the subje

litdecision. I am informed that the present law authc
issue of preferred shares and that it probably permits the
payment of dividends upon these shares out of net income
but that the Company was under a disability under the laws
of Connecticut from paying dividends, even when earned
in a given year, in the present state of its balance sheet
That disability is in a way to be removed by a special act
that was passed last week by the Connecticut Legislatur
and awaits action by the Governor, and it is desirable to rc
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move any doubt there may be under Massachusetts laws.
There is an obvious advantage in disposing of the floating
debt through the issue of stock, the income of which does
not constitute a fixed charge upon the property and which
does not need to be refunded nor involve the menace of a
receivership.

From the standpoint of the New England public it is
imperatively necessary that the Company should construct
additional sidings and secure more rolling stock in order
to relieve congestion of its traffic, which approaches the
proportions of an embargo on the business of this section of
the country. It is my understanding that the Company
intends to avail itself of the provisions of the proposed bill to
provide additional facilities for performing its business.

In this connection I transmit herewith for your informa-
tion a letter to me fropi the Chairman of the Public Service
Commission.

The enclosed bill has the sanction of the Public Service
Commission and I recommend its careful consideration by
the Legislature.

SAMUEL W. McCALL.
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Mo. 1 Beacon Street. Boston, May .5, 1

His Excellency Samuel AV . McCall, Governor of the Commonwealth
Uate House, Boston, Mass

Sir; Replying to Your Excellency’s inquiry as to
whether the Public Service Commission favors the enact
ment of legislation relative to the issue of preferred stock by
the New \ork, Xew Haven and Hartford Railroad Company
substantially in the form of the proposed bill hereto attached,
I beg to say that the C ommission is of the opinion that the
funding, subject to the statutes of the Commonwealth, of the
large floating indebtedness of the Xew Haven Railroad
amounting to $45,000,000, is necessary for the reduction of
interest and discount charges incident to the annual renewal
of the notes representing- this i
greater financial security of th
the public Interest in order to
the additional capital for exte
urgently needed on the comps
the large fixed charges of the c
debt, guarantees of securities c
of leased lines, the Commission
opportunity should be open tc
debtedness, in whole or in pt
stock as well as by the issue (

indebtedness as well as for the
te company, and is desirable in

■nable the company to secure
improvements which arc

any’s property. By reason of
•ompany in the form of funded

F other companies and rentals
is also of the opinion that the
the company to fund its in-

rt, by the issue of preferred
The ( ommission

1 that the enactm t, both in Connecticut and
Massachusetts, of the legislat n prop*
rder to enable the compan; market an issue of prefer
tock. In view of these circm t

inditions, the Commission beli that it is expedient that
proposed legislation should be enacted. The facts andt
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considerations which have influenced the Commission in
reaching this conclusion have been stated in greater detail in
the memorandum which I left with Your Excellency a day or
two ago.

Respectfully,

FREDERICK J. MACLEOD,

Chairman.
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AN ACT
Relative to the Issue of Preferred Stock by The New York,

New Haven and Hartford Railroad Company.

1 Section 1. The New York, New Haven and Plartford
2 Railroad Company is authorized, for the purpose of pay-

3 ing its indebtedness, to issue, subject to approval of the
I public service commission and the provisions of chapter
5 two hundred and ninety-nine of the General Acts of the
6 year nineteen hundred and fifteen, shares of preferred
7 stock of the par value of one hundred dollars each, upon
8 which the company may pay dividends out of its net
9 income.

1 Section 2. Said preferred stock may be issued under
2 such provisions for future retirement or exchange for
3 common stock as may be authorized by a vote of stock-
i holders holding not less than two-thirds of the stock of

such company and appn I by the public service com-
6 missior

ECTION 3. This act shall take effect on its passage

Be it enacted by the Senate and House of Representatives
in General Court assembled, and by the authority of the
same, as follows:
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In the Year One Thousand Nine Hundred and Seventeen.
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