
SESSION OF 1935. 545 

different classes. Such interest shall be paid to the re­
spective depositors, or credited to their accounts, at 
least annually, and in the case of certificates of deposit, 
interest shall be paid or accrued at least annually. 

B. The trustees shall not declare or allow interest on 
any deposit for a longer period than it has been depos­
ited with the savings bank, except that deposits made 
not later than the fifth business day of the month, or 
deposits withdrawn upon one of the last three business 
days of the month ending any annual, semi-annual, or 
quarterly interest period, may have interest declared 
upon them for the whole of the period or month in which 
they were so deposited or withdrawn. It shall also be 
lawful for deposit accounts closed between interest 
periods to be credited with interest, computed from the 
last interest period to the date when closed. 

Section 2. Effective Date.-This act shall become ef- When effective. 
fective immediately upon final enactment. 

APPROVEr>-The 2d day of July, A. D. 1935. 

GEORGE H. EARLE 

No. 206 

AN ACT 

To amend paragraphs one, two, and three of clause (a) of section 
forty-one of the act, approved the seventh day of June, one 
thousand nine hundred and seventeen (Pamphlet Laws, four 
hundred forty-seven), entitled ''.An act relating to the ad­
ministration and distribution of the estates of decedents and 
of minors, and of trust estates; including the appointment, 
bonds, rights, powers, duties, liabilities, accounts, discharge 
and removal of executors, administrators, guardians, and trus­
tees, herein designated as fiduciaries; the administration and 
distribution of the estates of presumed decedents; widow's 
and children's exemptions; debts of decedents, rents of real 
estate as assets for payment thereof, the lien thereof, sales and 
mortgages of real estate for the payment thereof, judgments 
and executions therefor, and the discharge of real estate from 
the lien thereof; contracts of decedents for the sale or pur­
chase of real estate; legacies, including legacies charged on 
land; the discharge of residuary estates and of real estate 
from the lien of legacies and other charges; the appraisement 
of real estate devised at a valuation; the ascertainment of 
the curtilage of dwelling houses or other buildings devised; 
the abatement and survival of actions, and the substitution of 
executors and administrators therein, and suits against fidu­
ciaries; investments by fiduciaries; the organization of cor­
porations to carry on the business of decedents; the audit and 
review of accounts of fiduciaries; refunding bonds; transcripts 
to the court of common pleas of balances due by fiduciaries; 
the rights, powers, and liabilities of nonresident and foreign 
fiduciaries; the appointment, bonds, rights, powers, duties, and 
liabilities of trustees durante absentia; the recording and 
registration of decrees, reports and other proceedings, and the 
fees therefor; appeals in certain cases; and also, generally 
dealing with the jurisdiction, powers, and procedure of the 
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orphans' court in all matters relating to fiduciaries concerned 
with the estates of decedents,'' as amended, by further pro­
viding with respect to investments of trust funds by fiduciaries. 

Section L Be it enacted, &c., That paragraph one of 
clause (a) of section forty-one of the act, approved the 
seventh day of June, one thousand nine hundred and 
seventeen (Pamphlet Laws, four hundred forty-seven), 
entitled "An act relating to the administration and dis­
tribution of the estates of decedents and of minors and 
of trust estates, including the appointment, bonds, rights, 
powers, duties, liabilities, accounts, discharge and re­
moval of executors, administrators, guardians and trus­
tees, herein designated as fiduciaries; the administration 
and distribution of the estates of presumed decedents; 
widow's and children's e:x:emptions; debts of decedents, 
rents of real estate as assets for payment thereof, the 
lien thereof, sales and mortgages of real estate for the 
payment thereof, judgments and executions therefor, 
and the discharge of real estate from the lien thereof; 
contracts of decedents for the sale or purchase of real 
estate; legacies, including legacies charged on land; the 
discharge of residuary estates and of real estate from 
the lien of legacies and other charges; the appraisement 
of real estate devised at a valuation; the ascertainment 
of the curtilage of dwelling houses or other buildings 
devised; the abatement and survival of actions, and the 
substitution of executors and administrators therein and 
suits against fiduciaries; investments by fiduciaries; the 
organization of corporations to carry on the business of 
decedents; the audit and review of accounts of fiducia­
ries; refunding bonds; transcripts to the court of com­
mon pleas of balances due by fiduciaries; the rights, 
powers, and liabilities of nonresident and foreign :fidu­
ciaries; the appointment, bonds, rights, powers, duties, 
and liabilities of trustees durante absentia; the record­
ing and registration of decrees, reports, and other pro­
ceedings, and the fees therefor; appeals in certain cases; 
and also, generally dealing with the jurisdiction, powers, 
and procedure of the orphans' court in all matters re­
lating to :fiduaiaries concerned with the estates of de­
cedents,'' as last amended by the act, approved the 
twenty-sixth day of April, one thousand nine hundred 
and twenty-nine (Pamphlet Laws, eight hundred seven­
teen), is hereby further amended to read as follows: 

Section 41. (a) L Legal Investments for Fiducia­
ries.-[When a fiduciary shall have in his hands any 
moneys, the principal or capital whereof is to remain 
for a time in his possession or under his control, and 
the interest, profits, or income whereof are to be paid 
away, or to accumulate, or when the income of real 
estate shall be more than sufficient for the purpose of 
the trust, such fiduciary may invest such moneys in the 
stock or public debt of the United States, or in the 



SESSION OF 1935. 

public debt of this Commonwealth, or in bonds or cer­
tificates of debt constituting the direct and general ob­
ligation of any of the counties, cities, boroughs, town­
ships, school districts or poor districts of this Common­
wealth; or in first mortgages on real estate in this 
Commonwealth, securing bonds or other obligations not 
exceeding in amount two-thirds of the fair value of such 
real estate; or in ground rents in this Commonwealth; 
or in bonds, payable not more than twenty years after 
date, of one or more individuals, secured by a deed or 
deeds of unencumbered real estate in this Commonwealth 
conveyed to a corporation organized under the laws of 
this Commonwealth and authorized to act as trustee, in 
trust for the benefit of all such bondholders, but the 
total amount of any such bond issue shall not exceed 
two-thirds of the fair value of the real estate securing it, 
and the trustee shall not be exempted, by contract or 
otherwise, from responsibility for performing the ordi­
nary duties of trustees; or in trust certificates, issued 
by a trust company organized under the laws o~ this 
Commonwealth, certifying that the holders thereof are 
respectively the owners of undivided interests in depos­
its, with such trust company, of securities in which trust 
funds may be invested under the preceding provisions 
of this clause: Provided, That nothing herein contained 
shall authorize any fiduciary to make any inv~tment 
contrary to the directions contained in the will of the 
decedent in regard to the investment of such moneys. 

It shall be the duty of any trustee of any property, 
securing any investment which may be made hereunder, 
at any time upon demand, to disclose to any bondholder, 
or certificate holder, and to the representative of any 
public agency authorized by law to examine the affairs 
of the trustee, any information which may be requested 
regarding any of the trust property in its possession. 

Within the meaning of this clause, the ''fair value'' 
of real estate shall be the value placed thereon, in writ­
ing, by a reputable person, who shall be especially fa­
miliar with real estate values, shall have actually in­
spected the real estate before making his valuation, and 
shall certify that his valuation was made after inspec­
tion of the premises.] 

Subject to the conditions herein contained a fiduciary 
holding moneys to be invested may invest such moneys 
in: 

Subsection {1}. United States Obligations.-Bonds 
or· obligations, either bearing interest or sold on a dis­
count basis, of the United States, <'Yr the United States 
Treasury, or those for the payment of the principal and 
interest on which tke faith and credit of the United 
States is pledged, including such bonds or obligations of 
the District of Columbia. 
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Subsection (2). Pennsylvania Obligations. -Bonds, 
or other interest-bearing obligations of the Common­
wealth of Pennsylvania, or those for the payment of the 
principal and interest on which the faith and credit of 
the Commonwealth is pledged. 

Subsection (3). Local Government Obligations. -
Bonds or other interest-bearing obligations of any coun­
ty, city, boroitgh, township, school district, or poor dis­
trict of the Commonwealth of Pennsylvania, or those 
for the payment of the principal and interest on which 
the faith and credit of such political ,subdivis1'on is 

. pledged: Provided, That, at the date of the investment 
in such bonds or other interest-bearing obligations, such 
political subdivision is not in default in the payment of 
any part of the principal or interest owing by it upon 
any part of its fnnded indebtedness. 

Siibsection ( 4). il1ortgages.-Mortgages of one 01· 

more individitals or corporations, securing bonds or other 
obligations, sitbject to the following provisions: 

(a) At the date of the recording of any such mort­
gage in the office of the recorder of deeds of the proper 
county, or at the date of any extension or renewal there­
of, such mortgage shall meet the fallowing 1·equirements: 

(1) Such mortgage shall be or become a first lien 
upon improved real estate, including improved farm 
lands, situated within this Commonwealth, prior to all 
other liens, except taxes previously levied or assessed but 
not then payable, and except taxes then due and payable, 
or delinquent, for the payment of which taxes provision 
has been mad~ in the mortgage settlement; 

(2) The face amount of the bonds, or other obliga­
tions secured by such mortgage, shall not exceed two­
thirds of the fair value of such real estate; 

( 3) Such mortgage shall be payable not more than 
five years after the date thereof, or the date of any re­
newal or extension thereof; or it shall be amortized, in 
installments totalling in each year not less than three 
per cent um per annum, of the face amount of the bonds 
or other obligations secured thereby, over a period not 
exceeding twenty years from the date thereof, or the 
date of any renewal or extension thereof. 

(b) At the date of the investment therein by any 
fiduciary, any such mortgage shall also meet the follow­
ing requirements: 

(1) All interest previously due thereon, if any, shall 
have been paid in full to the next preceding interest 
payment date, as therein provided; 

(2) No taxes levied or assessed itpon the property 
covered thereby, upon which any penalty has accrued 
shall then remain itnpaid, itnless provision for the pay­
ment thereof is made at the mortgage settlement; 
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( 3) The face amount of the bonds or other obliga­
tions secured by such mortgage shall not exceed two­
third.s of the fair valite of the mortgaged property. 

Subsection ( 5). Ground Rents .-Ground rents se­
cured upon unencumbered improved real estate, situated 
within this Commonwealth: Provided, That the annual 
rent, reserved in any such ground rent, capitalized ·at 
the rate of five per centum shall not exceed two-thirds 
of the fair value of the real estate out of which it issues. 

Subsection (6). Real Estate Bonds.-Bonds of one 
or more individuals or corporations, secured by improved 
real estate, situated within this Commonwealth, not in­
cluding real estate used as a theatre or for manuf actur­
ing purposes, conveyed by mortgage or deed of trust 
to a corporation organized under the laws of the United 
States or of this Commonwealth and authorized to act as 
trustee for all such bondholders, which mortgage or deed 
of trust shall be a first lien upon the real estate so con­
veyed. Such bonds shall be payable not more than 
twenty years after th~ date thereof, and the mortgage 
or deed of trust securing them, shall contain a provision 
for the annital reduction of the principal amount of the 
bonds secured thereby, in an amount equal to at least 
two per centum of the maximum amount of the bonds 
outstanding at any time prior to the date of the invest­
ment by the fiduciary, plus an amount equal to the in­
terest on all bonds previously retired by such annual re­
ductions. 

The total amount of any such bond issue shall not 
eX'(Jeed two-thirds of the fair value of the real estate 
securing such bonds, and, at the date of sitch investment, 
there shall not be any default in the payment of any 
matured principal or interest on such bonds, or in any 
annual red1tction of the principal amount of such bonds, 
as provided in the mortgage or deed of trust securing 
such bonds. 

If the date of the investment is subsequent to the 
original date of the mortgage securing the bonds or to 
the· date of any renewal or extension thereof, such in­
vestment being made by purchase, assignment, or other­
wise, no new appraisement shall be necessary to fix the 
fair value of the mortgaged property at the date of the 
investment in such mortgage bonds by such fiduciary: 
Provided, That such an appraisal, as is provided herein, 
has been made within three years from the data of such 
investment, and a reputable person familiar with real 
estate values in the vicinity of the mortgaged property 
and also familiar w.ith such previous appraisement shall 
certify in writing that, at the date of such investment, 
the face amount of the bonds secured by such mortgage 
does not exceed two-thirds of the fair value of the mort­
gaged property. Any such certificate shall be filed and 
preserved among the records of the fiduciary. 
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Subsection (7). Fractional I nterests.-Fractionp,l un­
divided interests in any investment in which a fidu­
ciary is authorized by this section to invest trust funds 
or in a pool or fund of such investments established and 
being maintained by any trust company or bank and. 
trust company in its trust department as may be pro­
vided by law, such fractional interests being apportioned 
among estates of which the person or corporation creat­
ing such fractional undivided interests is the fiduciary. 

In the case of an investment in a fractional interest 
in a mortgage or in a pool or fund containing mortgages, 
if the date of such investment is subsequent to the orig­
inal date of such mortgage, or of any mortgage contained 
in any such pool or fund, or to the date of any renewal 
or extension of such mortgage, or of any mortgage con­
tained in any such pool or fund, such investment being 
made by purchase, assignment, or otherwise, no new 
appraisement shall be necessary to fix the fair value, 
at the date of such investment, of the real estate subject 
to such mortgage or to any mortgage contained in any 
such pool or fi1,nd: Provided, That such an appraise­
ment, as is provided herein, has been made within three 
years from the date of such investment, and a reputable 
person, familiar with real estate values in the vicinity 
of such property and also familiar with such previous 
appraisement, shall certify in writing that, at the date 
of such investment, the face amount of the bonds or other 
obligations secured by such mortgage does not exceed 
two-thirds of the fair value of such property. Any such 
certificate shall b,e filed and preserved among the records 
of the fiduciary. 

Subsection (8). Railroad Obligations.-Railroad obli­
gations, subject to the following provisions: 

(a) As used in this subsection, the words "qualified 
railroad corporation" shall mean a railroad corporation 
other than a street railroad corporation which, at the 
date of the investment by the fiduciary, meets the f al­
lowing requirements: 

(1) It shall be a railroad corporation, incorporated 
under the laws of the United States, or of any state, 
or Commonwealth thereof, or of the District of Colum­
bia; 

(2) It shall own or operate, within the United States, 
not less than five hundred miles of standard-gauge rail­
road line, exclusive of sidings; 

( 3) Its railroad operating revenues, derived from 
the operation of all railroad lines operated by it, in­
cluding leased lines and lines owne4 or leased by a sub­
sidiary corporation, all of the voting stock of which, 
except directors' qualifying shares, is owned by it, for 
its fiscal year next preceding the date of the investment, 
shalJ have been not less th.an fifteen million dollars; 
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( 4) The sum of the total amount of its outstanding 
fully paid capital stock, plus the total amount of it.s 
outstanding obligations not containing an unconditional 
promise to pay interest thereon, shall, at the close of 
its fiscal year preceding the date of the investment by 
the fiduciary, or, if there has bien a public offering of 
securities since the close of its last fiscal year, then after 
the necessary adjustments have been made therefor, be 
not less than one-half of the total amount of its obliga­
tions containing an unconditional promise to pay in­
terest thereon; 

( 5) At no time during its fiscal year in which the 
investment is ma-de, and its five fiscal years immediately 
prior thereto, shall it have been in default in the pay­
ment of any part of the principal or int11rest owing by 
it upon any part of its funded indebtedness; 

(6) In its fiscal year immediately preceding the date 
of the investment, and in three of its four fiscal years 
immediately preceding such date, its income available 
for its fixed charges, as hereinafter defined, shall have 
been at least equal to its fixed charges for any of such 
fiscal years ending during the period from December 
thirty-first, one thousand nine hundred and thirty, to 
December thirty-first, one thousand nine himdred and 
thirty-five, inclusive, and shall have been not less than 
one and one-half times its fixed charges for any such 
fiscal year ending after December thirty-first, one thoit­
sand nine hundred and thirty-five. 

(b) As iised in this sitbsection, the words "railroad 
obligations" shall incliide and mean obligations which 
meet the fallowing requirements: 

(1) The obligations shall be-
( A) Obligations issued, or assumed, by a qualified 

railroad corporation, or guaranteed as to principal and 
interest by endorsement by a qualified railroad corpora­
tion, or guaranteed as to principal and interest by en­
dorsement by any railroad corporation, which guarantee 
has been assmned by a qualified railroad corporation; or 

(B) Obligations for the payment of the interest on 
which a qitalified railroad corporation is obligated under 
the terms of a lease made, or assumed by it, and which 
lease extends for a period of not less than twenty years 
beyond the maturity of all of such obligations; or 

(C) Equipment trust obligations in respect of which 
liability has been incurred by a qualified railroad corpo­
ration. 

(2) Such obligations shall also be-
(A) Bonds containing a11 unconditional promise to 

pay interest thereon, secured by a mortgage, which shall 
be a first lien, on not less than two-thirds of the total 
length of the railroad lines covered by its lien, a part of 
which twc-thirds shall constitute a part of a through 
route between two or more municipal corporations, each 
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of at least forty thousand inhabitants as determined by 
the preceding United States Census. The railroad lines 
covered by the mortgage shall be either subject to a mort­
gage inferior in lien to such mortgage, or, in the case 
of leased railroad lines, if there is no such inferior lien, 
then the lease shall provide for a rental in an amount 
sufficient to enable the lessor to pay dividends upon at 
least one class of its capital stock; or 

( B) Bonds secured by a first mortgage upon termi­
nal, depot or tunnel property, including land, buildings 
and appm·tenances itsed in the service of transportation 
by one or more qualified railroad corporations; or 

(C) Equipment trust obligations comprising bonds, 
notes, or certificates issued in connection with the pur­
chase for use on railroads of new standard-gauge rolling 
stock through the medium of an equipment trust agree­
ment, and which obligations, so long as any thereof shall 
be outstanding and unpaid or unprovided for shall be 
secured either by an instrument-(1) vesting title to 
sitch equipment, free of encumbrance in a trustee; or 
( 2) creating a first lien on such equipment; or ( 3) 
pending such vesting of title, or the attachment of such 
lien, .providing for the deposit of cash in trust to an 
amount equal to the face amount of such obligations 
issued in respect of such equipment, title to which is 
not yet so vested or subject to such lien. The maximum 
amount of such obligations so issuable shall not exceed 
seventy-five per centum of the cost of such equipment, 
and the owner, purchaser or lessee, or the owners, pur­
chasers, or lessees, of such equipment shall be obligated 
by the terms of such obligations or of such instrument­
(1) to maintain such equipment in proper repair; (2) 
to replace any thereof that may be destroyed or released 
with other equipment of equal value, or, if released in 
connection with a sale thereof, to deposit the proceeds 
of such sale in trust for the benefit of the holders of 
such obligations pending replacement of such equipment; 
( 3) to pay any and all taxes or other governmental 
charges that may be required by law to be paid upon 
such equipment; ( 4) to pay, in accordance with the 
provisions of such obligations, or of such instrument, to 
holders, or to such trustee for the benefit of holders of 
such obligations the amoitnt of interest due thereon, or 
of the dividends payable in respect thereof; ( 5) to pay 
the amount of the entire issue of siwh obligations, within 
a period of not exceeding fifteen years from the first 
date of issue of any thereof, in approximately equal 
annual or semi-annual installments beginning not later 
than three years after siwh date of issue; or 

(D) Bonds of a qualified railroad corporation se­
cured by an irrevocable pledge as collateral under a 
trust agreement of other railroad obligations meeting 
the requirements hereinbef ore set forth in this sub sec-
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tion. The total face amount of such pledged railroad 
obligations shall be not less than the total face amount 
of the bonds which they secure and the annual interest, 
derived from such pledged railroad obligations and avat1-
able for the payment of the interest upon the bonds 
which they secure, shall be not less than the interest 
due upon the bonds which they secure. 

( c) Por the purposes of this subsection--
(1) The amount of income available for fixed charges 

shall be the amoitnt obtained by deducting from gross 
income all items deductible in ascertaining net income 
other than contingent income interest and those consti­
tuting fixed charges. Fixed charges shall be-rent for 
leased roads, miscellaneous rents, funded debt interest 
wh·ich the corporation has unconditionally promised to 
pay, interest on unfunded debt and amortization of 
discount on funded debt. 

(2) Other accounting terms shall be deemed to refer 
to those itsed in the accounting reports of common car­
riers as p1·escribed by the accounting regulations of the 
Interstate Commerce Commission. 

{3) The revenues, earnings, income and fixed charges 
of any railroad corporation all or sitbstantially all of 
the railroad lines of which shall have been acquired, 
through merger, consolidation, conveyance or lease, by 
another railroad corporation and shall remain in its pos­
session shall be deemed to be revenues, earnings, income 
and fixed charges of the latter corporation. 

Subsection (9). Obligations of Gas, Water, and Elec­
trical Compani'.es.-The following obligations of public 
utility corporations, incorporated under the laws of the 
United States, or any state· or commonwealth thereof, 
or of the District of Columbia, which transact the bitsi­
ness of sitpplying water, electrical energy, artificial gas, 
or natnral gas purchased from any individual, partner­
ship, unincorporated association, or other corporation 
and supplied in substitution for, or in mixture with, 
artificial gas, for light, heat, power, and other purposes, 
or which transacts any two or all of such businesses, 
provided at least seventy-five per centum of the gross 
operating revenues of such corporation shall be derived 
from such business or bitsinesses, and not more than 
fifteen per centum of its gross operating revenues shall 
be derived from any other one kind of business, and 
which corporation shall be sitbject to regulation by a 
pitblic service commission, a public utility commission, 
or any other similar regulatory body duly established 
by the laws of the United States, or of any state or 
commonwealth, or of the District of Columbia, in which 
sueh corporation operates: 

(a) Bonds of any siwh corporation, subject to the 
fallowing conditions: 
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( 1) Such corporation shall have an the franchises 
necessary to operate in the territory in which at least 
seventy-five per centum of its gross revenues are ob­
tained, which franchises shall either be indeterminate 
permits of, or agreements with, or subject to the juris­
diction of, a public service commission or other duly 
constituted regulatory body, or shall extend at least 
five years beyond the maturity of such bonds; provided 
such corporation shall file with the public service com­
missions or other similar regulatory bodies having juris­
diction over it, and make public, in each year, a state-. 
ment and a report giving the income account covering 
the previous fiscal 1Jear, and a balance sheet showing in 
reasonable detail the assets and liabilities at the end of 
the year. 

(2.) The sum of the total amount of the outstanding 
full-paid capital stock of such corporation, plus the total 
amount of its outstanding obligations not containing an 
unconditional promise to pay interest thereon, shall, at 
the close of its fiscal year preceding the investment by 
the fiduciary, or, if there has been a public offering of 
securities since the close of its last fiscal year, then, after 
the necessary adjustments have been made therefor, be 
not less than two-thirds of the total amount of its obli­
gations containing an unconditional promise to pay in­
terest thereon. 

(3) Such corporation shall have been in existence 
for a period of not less than eight fiscal years, and at 
no time, within the period of eight fiscal years imme­
diately preceding the date of such investment, shall such 
corporation have failed to pay punctually and regularly 
the matured principal and interest of all its indebted­
ness, direct, assumed or guaranteed, but the period of 
life of the corporation, together with the period of life 
of any predecessor corporation, or corporations from 
which a major portion of its property was acquired by 
consolidation, merger, or piirchase, shall be considMed 
together in determining such required period. 

( 4) I/or a period of five fiscal years immediately 
preceding siich investment, the net earwings of such 
corporation shall have averaged per year not less than 
twice the average annital interest charges on its out­
standing obligations containing an unconditional prom­
ise to pay the interest thereon, applicable to that period, 
and for the last fiscal year preceding such investment, 
such net earnings shall have been not less than twice 
such interest charges for that year: Provided, That if 
there has been a public offering of securities since the 
close of the last fiscal year, then the net earnings for 
such last fiscal year shall have been twice such interest 
charges for a full year on its debt outstanding immedi­
ately after the issue of said securities &djusted for any 
securities to be retired with the proceeds of the new 
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financing, and for such five year period, the gross oper­
ating rev1mues of any srJ,ch corporation shall have av­
eraged per year not less than one million dollars. In 
calculating average interest charges, there shall be de­
ducted ilfl,terest charges on all debt which, at the time 
of such investment, shall have been paid off otherwise 
than by the creation of additional debt. 

(5) In determining the qualifications of any bond 
under this subsection, where a corporation shall have 
acquired its property, or any substantial part thereof, 
within the five years immediately preceding the date of 
such investment by consolidation or by merger, or by 
the purchase of all or a substantial portion of the prop­
erty of any other corporation or corporations, the gross 
operating revenues, net earnings, and interest charges 
of the several predecessor or constituent corporations 
shall be consolidated and adjusted, so as to ascertain 
whether the requirements of the preceding paragraph 
have been complied with. 

( 6). The gross operating revenues and expenses of a 
corporation, f 01· the purpose of this subsection shall be, 
respectively, the total amount earned from the operation 
of, and the total expense of maintaining and operating, 
all property owned and operated by, or leased and op­
erated by, s1wh corporation, as determined by the system 
of accounts prescribed by the public service commission 
or public utility commission, or other similar regulatory 
body having jurisdiction in the matter. The gross op­
erating revenues and expenses, as defined above, of sub­
sidiary companies may be included: Provided, That all 
the mortgage bonds, and a controlling interest in shares 
of such subsidiary companies, are pledged as part of 
the security for the mortgage debt of the principal com­
pany. 

The net earnings of any corporation, for the purpose of 
this subsection, shall be the balance obtained by de­
ducting, from its gross operating revenues, its operating 
and maintenance expenses, taxes, (other than Federal 
and State income taxes), rentals, and provisions for 
depreciation, renewals and retirements of the physical 
assets of the corporation, and by adding to such balance 
its income from securities and miscellaneous sources, 
but not, however, exceeding fifteen per centum of such 
balance: Provided, That if the annual allowance of 
such corporation for depreciation, maintenance, renew­
als and retirements is less than the sum of one per cen­
tum of gross book value of its properties used in supply­
-ing water, and two per centum of such value of all other 
property, such annual allowance shall be increased to 
the sum of said percentages, in determining net earnings. 

(7). Such bonds must be part of an issue of not less 
than one million dollars, or of an issue of which a total 
of not less than one million dollars shall tJ,t some time 
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have been outstanding in one or more series, and must 
be mortgage bonds secured by a first or refunding mort­
gage upon property owned and operated by the corpo­
ration issuing or assuming them, or must be underlying 
mortgage bonds secured by property owned and oper­
ated by the corporations issuing or assuming them: Pro­
vided, That a mortgage junior to such underlymg 
mortgage bonds provides for their refunding or retire­
ment. The bonds under such junior mortgage shall 
comply with the requirements of this section, and such 
underlying mortgage shall be either a closed mortgage 
or shall remain open solely for the issuance of additional 
bonds which are to be pledged iinder such junior mort­
gage. As of the close of the fiscal year of such corporation 
preceding the date of the investment by the fiduciary, 
or, if there has been a public offering of securities since 
the close of its last fiscal year, then after the necessary 
adjustments have been made therefor, the aggregate 
principal amount of bonds secured by such first or re­
funding mortgage, plus the principal amount of all 
the iinderlying outstanding bonds, shall not exceed sixty 
per centum of the value of the physical property owned, 
which shall be book value less such reserves for deprecia­
tion or retirement, as the company may have established, 
and subject to the lien of such mortgage or mortgages 
.securing the total mortgage debt. However, if such 
mortgage is a refunding mortgage, it must provide for 
the retirement on or before the date of their maturity 
of all bonds secured by prior liens on the property. 

(b) Bonds of any sitch corporation, secured by an 
irrevocable pledge as collateral under a trust agreement, 
of other bonds which meet the requirements of this sub­
section, provided the total face amount of the bonds so 
pledged shall not be less than the total face amount of 
the bonds secured thereby, and the annual net income 
derived from the bonds so pledged shall not be less than 
the annual interest requirements of the bonds secured 
thereby. 

Subsection (10). Obligations of Telephone Com­
panies.--The following obligations of any corporation 
incorporated under the laws of the United States, or of 
any state or commonwealth thereof, or of the District 
of Columbia, which transacts the business of supplying 
telephone service in the United States, provided such 
corporation is subject to regulation by the Federal Com­
munications Commission, a public service commission, a 
public utility commission, or any similar regulatory 
body, duly established by the laws of the United States 
or of any state or commonwealth thereof, or of the 
District of Columbia, in which such corporation operates. 

(a) Bonds of any such corporation sitbject to the 
fallowing conditions: 
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(1) Such corporation shall have been in existence 
for a period of not less than eight fiscal years, and at 
no time, within the period of eight fiscal years immedi­
ately preceding the date of such investment, shall such 
corporation have failed to pay punctually and regularly 
the matured vrincipal and interest of all its indebted­
ness, direct, assumed, or gitaranteed, but the period of 
life of the corporation together with the period of life 
of any predecessor corporation 01· corporations from 
which a major portion of its property was acquired by 
conwlidation, merger, or purchase, shall be considered 
together in determining the 1·equired period: Provided, 
Such coi'Poration shall file with the Federal Communi­
cations Commission, or a public service commission, or 
similar reg1tlatory body having jurisdiction over it, ancl 
make public in each year, a statement and a report giv­
ing the income account covering the previous fiscal year, 
and a balance sheet showing in reasonable detail the 
assets and liabilities at the end of the year. 

(2) The sum of the total amount of the outstanding 
full-paid capital stock of such corporation, plus the 
amount of its outstanding obligations not containing an 
11tnconditional promise to pay the interest thereon, shall, 
at the close of the fiscal year preceding the investment 
by the fiduciary, or, if there has been a public offering 
of securities since the close of its last fiscal year, then 
after the necessary ad.fustments have been made there­
! or, be not less than two-thirds of the total amount of 
its obligations containing an unconditional promise to 
pay the interest thereon. 

( 3) For a period of five fiscal years immediately pre­
ceding such investment, the net earnings of such cor­
poration shall have averaged per year not less than twice 
the average annual interest charges on its outstanding 
obligations c@ntaining an unconditional promise to pay 
the interest thereon, applicable to that period, and for 
the last fiscal year preceding such investment, such net 
earnings shall have been·not less than twice such interest 
charges for that year: Provided, That if there has been 
a public offering of securities since the close of the 
last fiscal year, then the net earnings for such last fis­
cal year shall have been twice such interest charges 
for a full year on its debt outstanding immediately 
after the issue of said securities, adjusted for any se­
curities to be retired with the proceeds of the new financ­
ing, and for such five year period, the gross operating 
revenues of any s1tch corporation derived from telephone 
service s.hall have averaged per year not less than five 
million dollars. In calcitlating average interest charges, 
there shall be deducted interest charges on all d~bt 
which, at the time of such investment, shall have been 
paid off otherwise than by the creation of additional 
debt. 
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( 4) Such bonds must be part of an issue of not less 
than five million dollars or of an issue of which a total 
of not less than five million dollars shall at some time 
have been outstanding in one or more series, and must 
be mortgage bonds secured by a first or refunding mort­
gage upon property owned and operated by the corpo­
ration issuing or assuming them, or must be underlying 
mortgage bonds secured by property owned and operated 
by the corporations issuing or assuming them: Provided, 
'l'hat a mortgage junior to such underlying mortgage 
bonds provides for their refunding or retirement. The 
bonds under such junior mortgage shall comply with 
the reqidrements of this section, and such underlying 
mortgage shall be either a closed mortgage or shall re­
main open solel;y for the issuance of additional bonds 
which are to be pledged under such junior mortgage. 
As of the close of the fiscal year of such corporation 
preceding the date of the investment by the fiduciary, 
or, if there has been a public offering of securities since 
the close of its last fiscal year, then after the necessary 
adjustments have been made therefor, the aggregate 
principal amount of bonds secured by such first or re­
funding mortgage, plus the principal amount of all the 
underlying outstanding bonds, shall not exceed sixty 
per centum of the value of the real estate and tangible 
personal property owned absolutely, which value shall 
be book value less such reserves for depreciation or re­
tirement as the company may have established, and 
subject to the lien of such mortgage, or mortgages se­
curing the total mortgage debt. However, if such mort­
gage is a refunding mortgage, it must provide for the 
retirement, on or before the date of their maturity, of 
all bonds secured by prior liens on the property. 

( 5) In det&rmining the qualifications of any bond 
under this subsection, where a corporation shall have 
acquired its property, or any substantial part thereof, 
within five years immediately preceding the date of 
such investment by consolidation, merger, or the pur­
chase of all or a substantial portion of the property of 
any other corporation or corporations, the gross operat­
ing revenues, net earnings, and interest charges of the 
several. predecessors or constituent corporations shall be 
consolidated and adjusted, so as to ascertain whether 
the requirements of this subsection have been complied 
with. 

(6) The gross operating revenues and expenses of a 
corporation, for the purpose of this subsection, shall be, 
res-pectively, the to~al amount earned from the operation 
of and the total expense of maintaining and operating 
ali property owned and operated by, or leased and op­
erated by, such corporation, as determined by the sys­
tem of accounts prescribed by the Federal Communica­
tions Commission, or the public service commission or 
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the public utility commission, or any other similar Fed­
eral or State regulatory body having jurisdiction in the 
matter. 

(7) The net earnings of any corporation for the 
pitrpose of this subsection, shall be the balance obtained 
by dediwting from its gross operating revenues its op­
erating and maintenance expenses, provision for depre­
ciation of the physical assets of the corporation, taxes 
(other than Federal and State income taxes), rentals 
and miscellaneous charges, and by adding to such balance 
its income from securities and miscellaneous sources, but 
not, however, to exceed fifteen per centum of such bal­
ance: Provided, That if the annual allowance of such 
corporation for depreciation and maintenance is le6s 
than six per centum of the gross book value of its tangible 
properties used in the bitsiness of supplying telephone 
service, such annual allowance shall be increased to said 
percentage, in determining net earnings. 

(b) Bonds of any such corporation, secured by an 
irrevocable pledge as collateral under a trust agreement 
of other bonds which meet the requirements of this sub­
section, provided, the total face amount of the bonds 
so pledged shall not be less than the total face amount 
of the bonds secured thereby, and the annual net income 
derived from the bonds so pledged shall not be less 
than the annual interest requirements of the bonds se~ 
cured thereby. ' 

Subsection {11). Mortgages Insured by Federal 
Hoitsing Administrator.-Mortgages of one or more in­
dividuals or corporations securing bonds or other obliga­
tions insured by the Federal Housing Administrator 
prior to the first day of July, one thousand nine hundred 
and thirty-seven, pursuant to the provisions of Title two 
of the National Housing Act, approved the twenty-sev-· 
enth day of Jun9, one thousand nine hundred and thirty~ 
four. . 

Siibsection {12). Debentures Issued by the Federal 
Housing Admirnistrator and Guaranteed by the United 
States.-Debentures issued by the Federal Housing Ad­
ministrator and fully guaranteed as to principal and 
interest by the United States, pursuant to the provisions 
of Title two of the National Housing Act, approved the 
twenty-seventh day of June, one thousand nine hundred. 
and thirty-four, and either purchased by the fiduciary 
as an investment or accepted by the fiduciary in payment 
of any mortgage insured by the Federal Housing Ad­
ministrator in whi~h the fiduciary may thereto/ ore have 
invested monies in its hands to be invested. 

Subsection ( 13). General Provisions.-
( a) Nothing contained in this section shall be. q6n­

s.trued to relieve any fiduciary frBm the .duty of exe'r.cis­
ing due care and prudence in the performance .of /he.' 
duties of his office. · · 
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(b) Nothing contained in this section shall be con­
strued to authorize any fiduciary to make any investment 
contrary to the directions in regard to investments con­
tained in the will, deed, or other instrument creating 
the trust in his care, nor to limit or restrict the authority 
conferred upon any such fiduciary with respect to in­
vestments by any such instrument. 

( c) No fiduciary shall be liable for any loss incurred 
with respect to any investment not legal for the invest­
ment of trust funds, as provided in this section, when 
such nonlegal investment was received by such fiduciary 
pursuant to the terms of the will, deed, decree of court, 
or other instrument, or, if such nonlegal investment 
was legal when received, or when the investment was 
made by the fiduciary; provided such fiduciary exer­
cises due care and prudence in the disposition or reten­
tion of any such nonlegal investment. 

( d) Within the meaning of this section, the term 
"fair value" of real estate shall be the value placed 
thereon in a written appraisement by two reputable per­
sons, familiar with real estate valite in the vicinity of 
such real estate, who shall actually have inspected the 
property before making the appraisement and shall so 
certify therein. Any such appraisement shall be filed 
and preserved among the records of the fiduciary. 

Section 2. That paragraphs two and three of clause 
(a) of section forty-one of said act are hereby amended 
to read as follows : 

2. [When a fiduciary shall have in his hands any 
monies, as aforesaid, he] Investments Under Authority 
of Gourt.-A fiduciary holding monies to be invested as 
aforesaid may present a petition to the orphans' court 
having jurisdiction of his accounts, stating the circum­
stances of the case and the amount or sum of money 
which he is desirous of investing; wher1mpon it shall be 
lawful for the court, upon due proof, aided if necessary 
by the report of a master, to make an order directing 
the investment of such moneys in real estate in this 
Commonwealth other than ground rents, or in the bonds 
or certificates of debt now created or hereafter to be 
created and issued according to law by any other state 
of the United States, or by any of the counties or cities 
of such other state, at such prices, or on such rates of 
inter.est and terms of payment, respectively, as the court 
shall think fit: Provided, That no such investment shall 
be directed unless it shall be the opinion of the court 
that it will be for the advantage of j;he estate, and no 
change be made in the course of succession by such in­
vestment as regards the heirs or next of kin of the cestui 
que tru.st: And provided further, That nothing herein 
contained shall authorize the court to make an order 
contrary to the directions contained in any will in regard 
to the investment of such moneys. 
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3. Fiduciaries Exempted from Liability for Loss.-In 
case the said moneys shall be invested as set forth in 
paragraph one of clause (a) of this [clause] section, or 
conformably to the directions of the court, under para­
graph two of clause (a) of this [clause] section, the said 
fiduciary shall be exempted from all liability for loss 
on the same, in like manner as if such investments had 
been made in pursuance of directions in the will creating 
the trust, it being hereby declared that the investments 
mentioned in this section are legal investments of moneys 
by fiduciaries: Provided, however, That if any such 
investment shall cease to be a legal investment, it shall 
be the duty of such fiduciary to exercise due care and 
prudence in the ascertainment of such fact, and in the 
disposition or retention of any such investment there­
after. 

Section 3. This act shall become effective immediately 
upon final enactment. 

APPROVED-The 2d day of July, A. D. 1935. 

GEORGE H. EARLE 

No. 207 

AN ACT 

To amend sections 1 and 2 as amended, sections 70 and 71, to 
repeal section 69 of, and to add sections 1.1, 1.2, 1.3, 1.4, 1.5, 
2.1, 2.2, 2.3, 2.4, 2.5, 70.1, 70.2, 70.3, and 73 to, the act, ap­
proved the seventh day of June, one thousand nine hundred 
and eleven (Pamphlet Laws, six hundred eighty), entitled "An 
act providing for the examination, licensure, and registration 
of persons, firms, or corporations engaged or engaging in the 
business or work of plumbing or house drainage, and prescrib­
ing certain rules, regulations, and requirements for the con­
struction of plumbing, house drainage, and cesspools in cities 
of the first class, and imposing fines, penalties, and forfeitures 
for violation thereof,'' further regulating the business and 
work of plumbing and house drainage in such cities, and the 
examination, licensure, and registration of those engaged in 
such business or work, creating the "Board of Plumbing Su· 
pervision of the Department of Health'' therein, and giving 
them certain powers and duties relative thereto. 

Section 1. Be it enacted, &c., That section 1 of the act, 
approved the seventh day of June, one thousand nine 
hundred and eleven (Pamphlet Laws, six hundred 
eighty), entitled "An act providing for the examination, 
licensure, and registration of persons, firmi'l, or corpora­
tions engaged or engaging in the business or work of 
plumbing or house drainage, and prescribing certain 
rules, regulations, and requirements for the construction 
of plumbing, house drainage, and cesspools in cities of 
the fir>lt class, and imposing fines, penalties, and for­
feitures for violation thereof,'' as amended by section· 

Section 1, 
act of June 
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7. 1911 (P. L. 
680l, as 
amended by 
section 1, art 
of May 7. 1931 
(P. L. 101), 
further 
amended. 
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