
SENATE . No. 354

Qlommontucaltl) ûf Jîlassadjusetts.

Senate, May 26, 1904.

The committee on Banks and Banking, to whom was 
referred the message from His Excellency the Governor, 
transmitting a communication from the Commissioner of 
Corporations, the Insurance Commissioner, and the Savings 
Banks Commissioners, urging the importance of legislation 
to regulate and supervise the business of so-called bond and 
investment companies, together with the opinion of the 
Assistant Attorney General in regard thereto (House, No. 
1295), reports the accompanying bill.

For the committee,

A . J. PETERS.
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Commontoealtl) of ittassarijusäts.

In the Year One Thousand Nine Hundred and Four.

AN ACT
To regulate Bond and Investment Companies.

Be it enacted by the Senate and House o f  Representatives 
in General Court assembled, and by the authority o f the 
same, as follows :

1 Section 1. The business of issuing, negotiating or
2 selling any bonds, certificates or obligations of any kind
3 on the partial payment or instalment plan, unless such
4 bond, certificate or obligation shall at the time of issu-
5 ance, negotiation or sale be secured by adequate property,
6 real or personal, —  shall be transacted in this Common-
7 wealth only by corporations subject to the requirements
8 of this chapter. Every such corporation before doing
9 business in this Commonwealth shall be possessed of at

10 least one hundred thousand dollars of fully paid in capital
11 stock which for the benefit and protection of all its in-
12 vestors equally shall be deposited in trust with the
13 treasurer of the Commonwealth, or with the duly author-
14 ized officer of some other state, which deposits shall
15 consist of cash or of securities in which the savings
16 banks in this Commonwealth are permitted to invest
17 their deposits, or of securities approved by the savings
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18 banks commissioners worth at least one hundred thou-
19 sand dollars. Such corporation, if the deposit is made
20 with the officer o f some other state, shall furnish the
21 sayings banks commissioners with a certificate from
22 said officer under his official seal, showing that he, as
23 such officer, holds said deposit in trust for the benefit
24 and protection of all the investors in said corporation.
25 The certificate shall embrace the items of securities so
26 held and show that such officer is satisfied that said secu-
27 rities are worth one hundred thousand dollars, but such
28 certificate shall in no manner impair the right of said com-
29 missioners to examine the securities so held. A  corpor-
30 ation making such deposit with the treasurer of this Com-
31 monwealth shall be entitled to the income thereof, and
32 may from time to time, with the consent of the treasurer,
33 change in whole or part the deposited securities for
34 other such securities of equal value. The treasurer may
35 return to the corporation any such deposit, if it shall
36 appear that the corporation has ceased to do business in
37 this Commonwealth, and is under no obligation to its
38 contract holders or other person in this Commonwealth
39 or elsewhere for whose benefit such deposit was made.
40 A  corporation that has made such deposit, or the
41 commissioners of savings banks, or any creditor, may
42 bring in the supreme judicial court for the county of
43 Suffolk a suit in equity against the Commonwealth to
44 enforce, administer or terminate the trust created by
45 such deposit.

1 Section 2. No corporation shall transact said busi-
2 ness without receiving a certificate of authority from the
3 commissioners of savings banks. Upon the filing of the
4 certificate required by the provisions of section one by
5 such corporation and upon an examination or exhibition
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6 of the assets and liabilities of such corporation showing
7 that it is in a sound financial condition and if it is other-
8 wise duly qualified under the laws of this Commonwealth
9 to transact business therein, said commissioners shall

10 issue to said corporation a certificate of authority to do
11 business in this Commonwealth. Upon the filing of such
12 certificate or whenever they deem it to be prudent for the
13 protection of investors in this Commonwealth, said com-
14 missioners may visit personally, or by a competent
15 examiner whom they shall appoint, any corporation en-
16 gaged in said business, and thoroughly inspect and exam-
17 ine its affairs, and ascertain its financial condition and
18 whether it has complied with the provisions of law.
19 The proper charges incurred in the examination of a
20 foreign corporation, including the expenses of the com-
21 missioners and the expenses and compensation of their
22 assistants employed therein, shall be paid by such
23 corporation.
24 For the purposes aforesaid, the commissioners or the
25 person making the examination shall have free access to
26 all the books and papers of a corporation which relate to
27 its business, and to the books and papers kept by any of
28 its agents ; and may examine and administer oath to, and
29 examine as witnesses, the directors, officers and agents
30 o f said corporation, and any other person relative to its
31 affairs, transactions and condition.

1 Section 3. Every corporation transacting said busi-
2 ness shall annually, on or before the fifteenth day of
3 January, file in the office o f the commissioners of sav-
4 ings banks a statement which shall exhibit its financial
5 condition on the thirty-first day of December of the
6 previous year, and its business of that year. For cause,
7 the commissioners may extend the time for filing said
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8 statement, but not to a date later than the fifteenth day
9 o f February. Such annual statement shall be in the form

10 required by the commissioners of savings banks, and
11 shall be sworn to by the president and secretary, or, in
12 their absence, by two of its principal officers. For
13 filing each annual statement every corporation shall pay
14 to the Commonwealth twenty dollars.
15 A corporation which neglects to file its annual statement
16 with the board within the time required shall forfeit one
17 hundred dollars for each day during which such neglect
18 continues; and, upon notice of the commissioners of
19 savings banks to that effect, its authority to do any busi-
20 ness shall cease while such default continues.
21 For wilfully making a false annual statement, the cor-
22 poration and the person making oath to or subscribing
23 to the same shall be punished by a fine of not less than
24 five hundred dollars nor more than five thousand dollars,
25 and a person who makes oath to such false statement
26 shall be guilty of perjury.

1 Section 4. I f  the commissioners of savings banks are
2 of opinion, upon examination or other evidence, that a
3 foreign corporation subject to this chapter is in an un-
4 sound financial condition, that it has failed to comply
5 with the law, or if its officers or agents refuse to submit
6 to examination or to perform any legal obligation relative
7 thereto, they shall suspend all certificates of authority
8 granted to said foreign corporation, its officers or agents,
9 and shall cause notices thereof to be published in the

10 newspaper in which the general laws are published;
11 and no new business shall thereafter be done by it in this
12 Commonwealth while such default or disability continues,
13 nor until its authority to do business is restored by the
14 commissioners, or the supreme court as hereinafter pro-
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15 vided. They shall forthwith notify the company of such
16 suspension and shall specify in the notice the cause thereof
17 and the particulars o f any alleged violation of law. The
18 supreme judicial court, upon petition of said corporation,
19 brought within thirty days after receipt of said notice,
20 shall summarily hear and determine the question whether
21 such cause for suspension exists, and shall make any
22 appropriate order or decree therein. Questions of law
23 may be taken to the full court as in other cases.
24 If upon examination the commissioners of savings
25 banks are of opinion that any domestic corporation sub-
26 ject to the requirements of this chapter is in an unsound
27 financial condition or has exceeded its powers, or has
28 failed to comply with any provision of law, they
29 shall apply to the supreme judicial court, which shall
30 have jurisdiction in equity of such application, for an
31 injunction restraining it, in whole or in part, from further
32 proceeding with its business. The court may issue an
33 injunction forthwith, and may, after a full hearing, make
34 the injunction perpetual, and may appoint receivers or
35 receivers to take possession of the property and elfects of
36 the company and to settle its affairs, subject to the order
37 of the court,

1 Section 5. Whoever sells or attempts to sell any
2 bond, certificate or obligation issued by a corporation
3 subject to the requirements of this chapter, or transacts
4 any business in behalf of said corporation, unless said
5 corporation is authorized by the commissioners of savings
6 banks, as hereinbefore set forth, shall be punished by a
7 fine of not less than one hundred nor more than one thou-
8 sand dollars, or by imprisonment for not more than six
9 months, or by both such fine and imprisonment.

1 Section 6. Every corporation subject to the require-
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2 ments of this chapter shall provide in every bond, cer-
3 tificate or contract issued by it that after one-fourth of
4 the total amount o f instalments therein required has been
5 paid and in any event after instalments for two full years
6 have been paid thereon, in case of default in the pay-
7 ment of any subsequent instalment, a paid up bond shall
8 be given to the holder o f said bond, certificate or con-
9 tract, of not less than the full amount paid thereon less

10 any amount paid by said corporation on account thereof,
11 said paid up bond to mature at the same date as the
12 original bond, certificate or contract; and no such cor-
13 poration shall provide for the payment o f profits in the
14 form of dividends or otherwise, except from earnings,
15 nor pay any part of the payments made by the holder of
16 any bond, certificate or contract in force to the holder of
17 any other bond, certificate or contract: provided, how-
18 ever, that nothing herein contained shall be construed to
19 prohibit the payment of accumulations by such corpora-
20 tion on its contracts at their final maturity.

1 Section 7. The provisions of this act shall not apply
2 to corporations which are subject to the requirements of
3 chapters one hundred eighteen, one hundred nineteen
4 and one hundred twenty of Revised Laws.

1 Section 8. Any person or corporation violating any
2 provision of this chapter for which no penalty is specifi-
3 cally provided shall be punished by a fine of not more
4 than five hundred dollars.




