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Boston, ITreasury D. 1920,

Hon. Albert P. Langtry, Secretary of the Commonwealth, State House,
I

Dear Sir; 1 am enclosing herewith that part of the
nnual report of the Treasurer and Receiver-General con-
aining recommendations for legislative action, accompanied
y drafts of bills embodying the legislation recommended.

Very truly yours

G. B. WILLARD

No. 190HOUSE

Cljc Commontocaltl) of Q^assactnisettsh

Treasurer and Receiver-General.Deput,
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State Depositaries
1. I entered the office as Treasurer and Receiver-General

on the eighth day of September, having been appointed by
Governor Coolidge to fill the vacancy caused by the resigna-
tion of Fred J. Burrell.

The first difficulty I found upon entering upon my duties
was the method under which the funds of the Common-
wealth were deposited. About $1,270,000 in warrants was
drawn against me the following week, and with over
$5,000,000 in the banks it was difficult for me to find cash
to meet the warrants. The two main reasons for my ina-
bility to raise cash were, first, several banks were closed and
others about to close; and second, a large portion of the
funds was deposited in banks that could not meet the with-
drawal of the entire funds on deposit with them without em-
barrassment to themselves. The process of liquidating this
cash is not yet completed, but constantly being done by
drafts of small amounts. It w-as only an unexpected deposit
which enabled me to pass that period without borrowing.

I found also a very strong atmosphere among the bankers
of the State that the funds of the Commonwealth should be
deposited in the many banks of the State. Pressure brought
to bear from all parts of the State for deposits shows in my
judgment that a false interpretation of the use of these funds
has been prevalent. The State has not cash, in my judg-
ment, which should be available for deposit around the
State excepting for probably twr o months in the year, for the
reason that the greater portion of the income of the State
comes due between the 15th of October and the 15th of
November, and all the loans in anticipation of revenue, fall
due at the same period, which means that the State treasury
is advancing from time to time during the year moneys for

RECOMMENDATIONS OF THE TREASURER AND
RECEIVER-GENERAL.
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current expenses of the Commonwealth and the metropolitan
district

Last year the State paid in interest on loans in anticipa-
tion of revenue over $200,000. The average bank balance
was never less than six millions, and more frequently it ap-
proached eight to ten million dollars. It seems to me that
this liability may be greatly lessened by a concentration of
funds. Concentration of funds, however, does not mean
that all the moneys of the State should be concentrated in
the city of Boston Deposits are being made throughout the
State, but all deposits are made with arrangements so that
cash funds may be immediately available in Boston The
question of depositing the funds throughout the State is one
which I have given very careful attention, and is a difficult
matter to decide without showing favoritism of some sort.
In order to obviate favoritism, I have endeavored to adhere
to a definite principle, recognizing that it is impossible to
deposit funds in all banks in the State, and after considera-
tion of many plans the most equitable one, although by no
means yet perfect, is the selection of banks in cities whose
banking assets exceed $13,000,000. As a basis of calcula-
tion, banking assets are the total capital, surplus and de-
posits of ail banks in that community.

I then made a careful study of the way State funds are
handled in all other States in the Union, and found that
about 75 per cent of the States require in one way or
another security for the funds deposited, and it seems to me
wise that we adopt this system here, and I am accordingly
requesting your honorable body to make it compulsory. It
would also seem that the Commissioner of Banks of this
State, whose knowledge is probably greater than that of the
Treasurer, should be in a position to assist the Treasurer in
determining the proper amounts deposited in the various
institutions. I am accordingly asking your honorable body
to enact legislation requiring the Commissioner of Banks to
determine, at least once a month, the amounts the Treasurer
has on deposit with all institutions, and if in his judgment
there is a deposit in excess of what the bank can normally
pay in its ordinary business, he shall notify the Governor and
Council of the facts in the case.
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After due consideration, it was considered inadvisable to
ask the banks which we used for clearing purposes alone to
secure those deposits, as it would be most difficult to handle
'collateral on deposits changing probably a million dollars a
week It woidd require the services of one man in handling
the collateral, and it does not seem advisable to burden the
banks and this office. Owing to the large business of the
State, which is clearing through its active banks approxi-
mately $100,000,000 a year, the selection of the institutions
to be used for that purpose necessarily narrows down to the
larger institutions in the city of Boston.

I find that many banks are advertising that they are
depositaries of State funds, and thereby creating an atmos-
phere that a bank selected by the Treasurer as a depositary
is necessarily better than the neighboring banks in that com-
munity. Some people have gone so far as to consider that
if the State Treasurer should withdraw his funds from a bank
it would mean that the bank was not in good condition. An
interpretation of this character seems to me to be a fake one,
as no Treasurer, past cr present, is in a position to nidge
banks sufficiently well to have the people discredit banks
which he does not use. Accordingly, in order to ob\iate
this condition, I am asking your honorable body to pass
legislation which will forbid any national bank or trust com-

pany from advertising that it is a depositary of State or

municipal funds.
The legislation which I have asked for is to surround not

not only this office, but the funds of the Commonwealth,
with greater safeguards, and to enable the ri reasurer to ad-
minister the funds of the State in a way that I consider to be

to the best advantage cf the people

2. I find at the present time that the different depart-

ments of the State are required only to deposit their funds
with the Treasurer at least once a month, and consequently
are carrying bank accounts which in the aggregate total a

large sum of money. It has seemed to me that if the de-
partments of the State will use the treasury as their deposit

ing bank we will be able to carry a larger cash balance

Departmental Receipts
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throughout the month, which will again assist in putting off
the period when it is necessary to borrow in anticipation of
revenue.

I am therefore recommending to your honorable body that
the departments be required to make their deposits to the
Treasurer daily.

Should this not seem advisable, I have requested that the
Treasurer be allowed to control the amounts deposited by
the departments in all banks, the reason for this being that
I found upon entering the office that several banks had on
deposit a sum greater than 40 per cent of their capital by
reason of one or more departments depositing in the same
institution. The Treasurer was not aware of this condition,
nor did he have any control over the excess deposits belong-
ing to the departments.

Salaries of Deputies

3. I am asking also for legislation allowing me to increase
the salaries of the first and second deputies, as I do not con-
sider their salaries to-day to be commensurate with the
responsibilities placed upon them. The first and second
deputies have the power to check the entire balance and act
for the Treasurer in his absence, and are custodians for close
on to $100,000,000 of securities. Working for a private cor-
poration or trust, it would seem inconceivable that any one
would place men in a position of such trust with so little
compensation; besides which, their ability and integrity in
my judgment is such as to merit the increases I have recom-
mended.

Sinking Fund Commission
The income from the sinking funds aggregates approxi-

mately $2,000,000 annually. The fact that to-day there are
investments in the sinking funds maturing after the sinking
funds have matured, and that there are bonds in the fund
which it seems to me could advantageously be traded for
State of Massachusetts bonds, makes it appear to me advis-
able for the Governor to create a sinking fund commission
of two men to serve without compensation, together with the
Treasurer. The problems and opportunities connected with
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the investment of $2,000,000 annually are really greater thanone man should assume, and a commission of this charactershould stabilize the policies and perhaps suggest many op-portunities that otherwise would not be taken advantage of.

Investment
_ It _ llas seemed to me, on the question of investments forsinking fund purposes, that it was the duty of the Treas-

urer to buy, in so far as possible, State of Massachusetts
bonds, as the sinking fund was created for that purpose. It
has been my good fortune to be able to pick up many of
these issues on a 5 per cent basis, which means an attractive
discount from the original sale price.

Regarding the various other trust funds, such as the retire-
ment funds, Massachusetts school fund, etc., Liberty bonds
have seemed to me to be the most attractive investment.
Consequently, only these securities have been placed in those
funds.

Military Payment

4. Regarding the military department, applications for the
$lOO gratuity and for the $lO per month bonus are still com-
ing in. The initial military act, chapter 223 of the General
Acts of 1919, provided that applications for the $lOO gra-
tuity should be filed on or before Nov. 30, 1919. A subse-
quent act, chapter 250 of the Acts of 1920, extended the
time of filing to July 31, 1920. There is no provision in the
law, however, to limit the time of filing the applications for
the $lO per month bonus. It seems to this Department that
the time should be extended for the payment of the $lOO
gratuity, and that a definite period should be determined
upon in which to close the applications for the $lO per month
bonus. Accordingly, we are recommending to your honor-
able body that July 1, 1921, be an appropriate time to ter-
minate the filing of applications for both the gratuity and the
bonus.

We are at present typing a list of all those who received
the gratuity from the State, and are endeavoring to co-
operate with the cities and towns in that they may have cor-
rect lists of men who were in the service from their locality.
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This work has been greatly appreciated by the cities and
towns. Furthermore, the work under Major Duane has been
of great service, especially to the mothers and relatives of
those who died in the service and who were in need of assist-
ance. He has endeavored in every instance to see that these
people were properly taken care of, either through State aid
or through other organizations which might be in a position
to assist them. The value of this work cannot be overesti-
mated.

The total amount of money paid against claims amounts
to $17,972,744.05. Of this amount $408,300 was paid for
death claims. An effort has been made to review the work
of the Department and determine if any claims were wrongly
paid. It is interesting to note that $6,600 has been returned
to the Department by those whose conscience troubled, them,
and we have been able to get back so far from those not
eligible, $63,457

A summary of appropriations and expenses for military
service to Nov. 30, 1920, is as follow

$lOO Gratuity.
Appropriation:

Chapter 283, General Acts of 1919, .... $20,000,000 00
Expenses:

Total paid for gratuities, . . $17,972,744 05
Total paid for salaries, . . 137,229 41
Total paid for expenses, . . 55,987 33

Total, $18,165,960 79

SlO Bonus.
Appropriations:

Chapter 211, General Acts of 1917 (bond issue), . $1,500,000 00
Chapter 1, Special Acts of 1918 (revenue), . . 250,000 00
Chapter 17, Special Acts of 1918 (revenue), . 250,000 00
Chapter 75, Special Acts of 1918 (revenue), . . 500,000 00
Chapter 170, Special Acts of 1918 (revenue), 1,000,000 00
Chapter 96, Special Acts of 1918 (revenue), . 30,000 00
Chapter 225, Acts of 1920 (revenue), .... 9,200 00
Chapter 225, Acts of 1920 (revenue),

.... 200,000 00
Expenses:

Total paid for bonus, . . . $3,643,089 41
Total paid for salaries, . . . 31,401 54
Total paid for expenses, . . 9,559 37

Total $3,684,050 32
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As an indication of the cosmopolitan make-up of our army,
I submit below a list of countries, together with the number
of checks for the Massachusetts gratuity which were for-
warded to men in those countries;

Silesia, 2 British Isles, . . . .10;
China, 10 Poland, 1;

Denmark, ....
2 Lithuania, . i

Egypt, 1 Sweden, H
France, 50 Switzerland, ....

Germany (Army of Occupa- Syria,
tion), . .

'

. . -34 Turkey,
Greece, 13 Siberia,
Holland, 1 Belgium,
Honduras, .... 1 Jerusalem, ....

India 1

On the $lO per month bonus, the total number of person:
paid up to Dec. 16, 1920, was 75,398. The claims average
approximately $5O each. It is interesting to note that ap

proximately 50,000 of these payments were allotted by th
men to their wives, mothers or other relatives.

Respectfully submitted,

JAMES JACKSON
Treasurer and Receiver-General


