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TO THE HONORABLE SENATE AND HOUSE OF REPRESENTATIVES:
I am today submitting to your Honorable Bodies legislation 

which would give the state treasurer much-needed flexibility in 
the financing tools available to him.

The attached bill would authorize the treasurer to sell 
bonds at a discount. The Finance Advisory Board recently heard 
proposals concerning the issuance of "zero-coupon" bonds, at an 
estimated interest cost savings to the Commonwealth of as much as 
two full percentage points. The MBTA saved much more than that, 
some five percentage points, in its recent experimental bond sale 
of a few deep discount bonds, demonstrating that there is a great 
demand in the long-term bond market for zero-coupon bonds. The 
Commonwealth could save millions of dollars by being able to 
utilize such an approach. The opportunity to take advantage of 
the enormous demand in the marketplace is now and will inevitably 
recede as the supply of such bonds begins to enter the market.
The state treasurer already has experience with zero-coupon bonds 
through his highly successful minibond program. The attached 
bill would also allow the treasurer to allocate the financing 
costs associated with capital projects over their useful lives as 
is done for other costs of the project. Such financing costs 
impose a much greater burden on the state treasury at today's 
extraordinarily high interest rates than they did in years 
past. The attached legislation also amends existing note 
authorizations to allow the state treasurer to take advantage of 
the current demand in the marketplace for tax-exempt commercial 
paper in connection with the financing of current capital 
projects, as contemplated by your Honorable Bodies and approved 
by me in Chapter 695 of the Acts of 1981.

I ask you 
possible.
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In the Year One Thousand Nine Hundred and Eighty-Two.

A n A ct  r e l a t iv e  to the issu an c e  of c o m m o n w ea lth  bonds and

NOTES.

1 Whereas, The deferred operation of this act would tend to defeat
2 its purpose which is to increase the flexibility given to the state
3 treasurer in connection with the issuance of bonds and notes of the
4 Commonwealth, therefore it is hereby declared to be an emergency
5 law, necessary for the immediate preservation of the public con-
6 venience.

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

1 SECTION 1. Section forty-nine of chapter twenty-nine of the
2 General Taws, is hereby amended by adding the following new
3 paragraph:
4 Bonds or notes of the commonwealth may be sold at par, premi-
5 urn or discount. Unless expressly provided therein to the contrary,
6 the purposes for which the money may be borrowed under any
7 statute heretofore or hereafter enacted which authorizes the issu- 
g ance of bonds or notes shall include, in addition to the purposes 
9 specified in such statute, the payment of a discount with respect

10 thereto, the payment of interest thereon and the payment of a 
I | reasonable finance charge to reimburse the state treasury for inter-
12 nal financing costs associated with such specified purposes. The
13 amount of any such finance charge shall be determined by the state
14 treasurer using such criteria as he shall deem reasonable, including
15 the borrowing costs of the commonwealth. The inclusion of an
16 amount for one or more such purposes in a particular issue of
17 bonds or notes shall not reduce or otherwise affect the amount
18 authorized to be borrowed under any such statute for any purpose
19 expressly stated therein except to the extent that any such amount 
2() shall be applied by the state treasurer to any such expressly state 
21 purpose.
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1 SECTION 2. Section ten of chapter five hundred and nineteen
2 of the acts of nineteen hundred and seventy-four is hereby amend-
3 ed by striking out the first sentence and inserting in place thereof
4 the following two sentences: — The state treasurer may borrow
5 from time to time on the credit of the commonwealth such sums of
6 money as may be necessary for the purposes of meeting payments,
7 as authorized by sections two through seven of this act, and may
8 issue and renew from time to time notes of the commonwealth
9 therefor, bearing interest payable at such times and at such rates as

10 shall be fixed by the state treasurer. Such notes shall be issued and
11 may be renewed one or more times for such terms, not exceeding
12 one year, as the governor may recommend to the general court in
13 accordance with Section 3 of Article LXI1 of the Amendments to
14 the Constitution of the Commonwealth, but the final maturities of
15 such notes, whether original or renewal, shall not be later than
16 June thirtieth, nineteen hundred and eighty-five.

1 SECTION 3. Section nine of chapter four hundred and eighty-
2 one of the acts of nineteen hundred and seventy-six is hereby
3 amended by striking out the first sentence and inserting in place
4 thereof the following two sentences: — The state treasurer may
5 borrow from time to time on the credit of the commonwealth such
6 sums of money as may be necessary for the purposes of meeting
7 payments, as authorized by sections two through seven of this act,
8 and may issue and renew from time to time notes of the common-
9 wealth therefor, bearing interest payable at such times and at such

10 rates as shall be fixed by the state treasurer. Such notes shall be
11 issued and may be renewed one or more times for such terms, not
12 exceeding one year, as the governor may recommend to the general
13 court in accordance with Section 3 of Article LXI1 of the Amend-
14 ments to the Constitution of the Commonwealth, but the final
15 maturities of such notes, whether original or renewal, shall not be
16 later than June thirtieth, nineteen hundred and eighty-five.

1 SECTION 4. Section nine of chapter nine hundred and twenty
2 of the acts of nineteen hundred and seventy-seven is hereby amend-
3 ed by striking out the first sentence and inserting in place thereof
4 the following two sentences: — The state treasurer may borrow
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5 from time to time on the credit of the commonwealth such sums of
6 money as may be necessary for the purposes of meeting payments,
7 as authorized by sections three through six of this act, and may
8 issue and renew from time to time notes of the commonwealth
9 therefor, bearing interest payable at such times and at such rates as

10 shall be fixed by the state treasurer. Such notes shall be issued and
11 may be renewed one or more times for such terms, not exceeding
12 one year, as the governor may recommend to the general court in
13 accordance with Section 3 of Article LX11 of the Amendments to
14 the Constitution of the Commonwealth, but the final maturities of
15 such notes, whether original or renewal, shall not be later than
16 June thirtieth, nineteen hundred and eighty-five.

1 SECTION 5. Section ten of chapter five hundred and thirteen
2 of the acts of nineteen hundred and seventy-eight is hereby amend-
3 ed by striking out the first sentence and inserting in place thereof
4 the following two sentences: — The state treasurer may borrow
5 from time to time on the credit of the commonwealth such sums of
6 money as may be necessary for the purposes of meeting payments,
7 as authorized by sections three to six, inclusive, of this act, and may
8 issue and renew from time to time notes of the commonwealth
9 therefor, bearing interest payable at such times and at such rates as

10 shall be fixed by the state treasurer. Such notes shall be issued and
11 may be renewed one or more times for such terms, not exceeding
12 one year, as the governor may recommend to the general court in
13 accordance with Section 3 of Article LX1I of the Amendments to
14 the Constitution of the Commonwealth, but the final maturities of
15 such notes, whether original or renewal, shall not be later than
16 June thirtieth, nineteen hundred and eighty-five.

1 SECTION 6. Section ten of chapter four hundred and eighty of
2 the acts of nineteen hundred and seventy-nine is hereby amended
3 by striking out the first paragraph and inserting in place thereof the
4 following paragraph: —
5 The state treasurer may borrow from time to time on the credit
6 of the commonwealth such sums of money as may be necessary for
7 the purposes of meeting payments authorized by this act, and may
8 issue and renew from time to time notes of the commonwealth
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9 therefor, bearing interest payable at such times and at such rates as
10 shall be fixed by the state treasurer. Such notes shall be issued and
11 may be renewed one or more times for such terms, not exceeding
12 one year, as the governor may recommend to the general court in
13 accordance with Section 3 of Article LX1I of the Amendments to
14 the Constitution of the Commonwealth, but the final maturities of
15 such notes, whether original or renewal, shall not be later than
16 June thirtieth, nineteen hundred and eighty-four.

1 SECTION 7. Section nine of chapter seven hundred and ninety-
2 eight of the acts of nineteen hundred and seventy-nine is hereby
3 amended by striking out the first sentence and inserting in place
4 thereof the following two sentences: — The state treasurer may
5 borrow from time to time on the credit of the commonwealth such
6 sums of money as may be necessary for the purposes of meeting
7 payments, as authorized by sections two to seven A, inclusive, of
8 this act, and may issue and renew from time to time notes of the
9 commonwealth therefor, bearing interest payable at such times

10 and at such rates as shall be fixed by the state treasurer. Such notes
11 shall be issued and may be renewed one or more times for such
12 terms, not exceeding one year, as the governor may recommend to
13 the general court in accordance with Section 3 of Article LXII of
14 the Amendments to the Constitution of the Commonwealth, but
15 the final maturities of such notes, whether original or renewal, shall
16 not be later than June thirtieth, nineteen hundred and eighty-four.
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