
To the Honorable Senate and House of Representatit
Since the enactment of Chapter 365 and Chapter 368

of the Acts of 1933, both of which became law on July 22,
1933, conditions have arisen which seem to require cer-
tain amendments to these Acts to protect the public in-
terest and the taxpayers of the Commonwealth.

Under said Chapters the Commonwealth’s right to
borrow is limited to loans made directly by the Federal
government. The Federal government insists upon an
interest rate of 4%. I am advised that Massachusetts
state bonds could now be sold to the general investing
public at a better rate. If the government intended to
hold until maturity the bonds of all states purchased
under the National Industrial Recovery Act the situation
would be different, but the Federal government obviously
now proposes to dispose of all marketable bonds when it
sees fit to do so. The contracts for the Saugus Bridge
project and other projects which have already been ap-
proved require the Commonwealth to assist the Federal
government in marketing the bonds to the general public.

Under these circumstances it seems unwise to penalize
the taxpayers of the Commonwealth by requiring the
State to pay a much higher interest rate on the seventeen
millions of bonds authorized by Chapters 365 and 368
than might otherwise be necessary.

I therefore recommend that Chapters 365 and 368 of
the Acts of 1933 be amended to permit loans to be ob-
tained from other sources as well as from the government
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of the United States and to permit the repurchase of
obligations issued under said Acts to the United States
and the issue of obligations to the public in place of those
so repurchased.

I further recommend that the terms of the bonds, notes
and other forms of written acknowledgment of debt
authorized under said Chapters 365 and 368 shall be:
in case of obligations, issued other than to the United
States, for the purpose of carrying out any highway or
bridge project, or both, the maximum term of each
series shall be five years; in case of obligations, issued
other than to the United St
ing out any other projects
series shall be ten years;
issued to the United States

tes, for the purpose of carry-
the maximum term of each
and, in case of obligations
the maximum term shall be

thirty years, but any one or more series of such obligations
may be made payable within any shorter period, with the
approval of the proper Federal authorities. I also rec-
ommend that obligations issued to the public in place of
obligations repurchased from the United States shall
have, in case the obligations repurchased were issued in
connection with any highway or bridge project, or both,
a maximum term of five years or, in case the obligations
repurchased were issued in connection with any other
projects, a maximum term of ten years. I recommend,
too, that all obligations may be issued in one or more
series, each series to be payable serially in such amounts
and at such times as the State Treasurer with the ap-
proval of the Governor may determine, and, in respect
of obligations to be issued to the United States, with the
approval of the proper Federal authorities; provided,
that the principal payments of each series of obligations
issued otherwise than to the United States of America
shall be made annually in amounts as nearly equal as
may be.

In order that the Commonwealth may repurchase
from the United States of America any obligations issued
under Chapters 365 and 368, I recommend that the State
Treasurer be authorized to use, in his discretion, for such
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purpose money from any one or more of the following
sources: any unexpended proceeds of the obligations
so repurchased, the proceeds of any obligations issued
under Chapters 365 and 368, or money from the Highway
Fund; but that any money so drawn from the Highway
Fund, other than for payment of accrued interest, shall be
repaid to said fund out of the proceeds of obligations is-
sued under Chapters 365 and 368.

In order that the Commonwealth may save itself in-
terest charges, I recommend that the State Treasurer, in
anticipation of the sale of obligations under Chapters
365 and 368, may from time to time pay from the High-
way Fund any of the expenses of carrying out any projects
authorized by Chapter 365; but that all money so paid
from such fund shall be repaid to such fund out of the
proceeds of obligations issued under Chapters 365 and
368.

I recommend that, until other provision is made by
the General Court, all interest payments and all payments
on account of principal on obligations issued under
Chapters 365 and 368, as the same may be amended, shall
be paid from the Highway Fund.

The proposed amendments should not affect, modify
or impair in any way any contracts entered into between
the Commonwealth and the United States or any obliga-
tions which have been or may hereafter be issued to the
United States pursuant to any such contracts.
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