
HOUSE.... No. 169.

[Offered by Mr. Parsons, of Brookline, as a substitute for Bill in relation
to Certain Sinking Funds of the Commonwealth, (House No. 130.)]

AN ACT
Making provision for the Unfunded Debt of the Com-

monwealth, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives, in General Court assembled , and by the authority of
the same, as follows:

1 Sect. 1. The treasurer of the Commonwealth is
2 hereby authorized to issue scrip or certificates of debt
3 in the name and on behalf of the Commonwealth,
4 and under his signature and the seal of the Common-
-5 wealth, to an amount not exceeding one million dol-
-6 lars; which scrip or certificates of debt shall be
l redeemable in gold, at the option of the Coramon-

-8 wealth, in not less than ten nor more than thirty

In the Year One Thousand Eight Hundred and Sixty-
Eight.
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9 years from the first day of July in the year of our
10 Lord eighteen hundred and sixty-eight; and the same
11 shall be countersigned by the governor, and shall be
12 deemed a pledge of the faith and credit of the Com-
-13 monwealth.

1 Sect. 2. Such scrip or certificates of debt shall
2 bear interest not exceeding five per cent, per annum,
3 payable in gold, semi-annually, on the first days of
4 January and July in each year, and shall be expressed
5 in federal currency, and issued in pieces of such
6 amount, and at such time and in such manner as shall
7 be determined by the governor and council.

1 Sect. 3. The proceeds arising from the disposal
2 of said scrip shall be applied to the payment of the
3 unfunded debt now existing against the Common-
-4 wealth; and the balance of such proceeds, if any,
5 shall be applied as hereinafter provided.

1 Sect. 4. For the payment of the scrip or certifi-
-2 cates of debt, issued under authority of this act, a
3 sinking fund is hereby established, to be composed as
4 follows; first, of all premiums and accrued interest
5 which shall be received from the sale of the scrip
6 herein authorized; second, of all receipts of interest
7 that may accrue from investments in said sinking
8 fund; third, the balance of the proceeds arising from
9 the sale of said scrip, which may remain after the

10 payment of the unfunded liabilities provided for
11 under authority of this act. And the fund so created,
12 together with its accumulations, shall be pledged and
13 held as the sinking fund hereby established, to be



31868.] HOUSE—No. 169.

14 invested as is now or may be provided by law for the
15 investment of trust funds, and shall be used for the
16 redemption and payment of said scrip or certificate of
17 debt.

1 Sect. 5. Of the surplus of the union loan sink-
-2 ing fund, accumulated in excess of the amount
3 required, with its annual income, to redeem the union
4 fund loan at maturity, there is hereby transferred
5 from said sinking fund to the treasury of the Com-
-6 monwealth, to be applied to the payment of current
7 expenses for the present year, the sum of one million
8 two hundred and seventy-five thousand dollars; and
9 for this purpose, and to this extent only, the provis-

-10 ions of chapter two hundred and nine of the acts of
11 eighteen hundred and sixty-one, and of chapter eighty
12 of the acts of eighteen hundred and sixty-two, are
13 hereby suspended.

1 Sect. 6. To the balance of the union loan sink-
-2 ing fund, there shall be added all future receipts of
3 interest on its investments; and such balance, with
4 its accumulations of interest, shall be held subject to
5 all the provisions of the acts creating said sinking
6 fund.

1 Sect. 7. The unappropriated balance of the pro-
-2 ceeds of the coast defence scrip or certificates of debt
3 issued under authority of chapter one hundred and
4 eighteen of the acts of eighteen hundred and sixty-
-5 three, together with the amount received from the
6 sale of coast defence guns in eighteen hundred and
7 sixty-six, amounting in all to four hundred seventy
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8 one thousand six hundred forty-eight dollars and
9 eighty-six cents, is hereby set apart as a sinking fund,

10 which, with its accumulations of interest and the
11 addition of such sum or sums as may be received from
12 the United "States in re-imbursement of expenses
13 incurred by Massachusetts on account of her coast
14 defences, shall be pledged and held as the coast
15 defence loan sinking fund, to be invested, as is now or
16 may be provided by law for the investment of trust
17 funds, and used for the redemption and payment of
18 said scrip or certificates of debt.

1 Sect. 8. This act shall take effect upon its pas-
-2 sage.
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OF THE

After a thorough and critical investigation of the financial
condition and necessities of the Commonwealth, the following

‘facts and statistics are presented, with the belief that they will
command the attention of the legislature, and secure its favor-
able consideration of the policy herein recommended.

The following estimates are believed to be amply sufficient
to cover all accruing obligations of the State for the present
year, except the payment of existing temporary loans due in
1869, for which special provision is suggested in a subsequent
part ofthis Report:—

For Ordinary Expenses.
Legislative department, ...... $240,000 00
Executive and other departments, except military,

charitable and scientific, .... 108,000 00
Judiciary department, .....212,000 00
Military department, 220,000 00
Charitable department, 435,000 00
Reformatory and correctional, .... 295,000 00
State printing, ....... 60,000 00
State house, including pay of watchmen, etc., . 25,000 00
Agricultural department and library, . . 28,000 00
Miscellaneous, 12,000 00

$1,635,000 00

STATEMENT

FINANCES OP THE COMMONWEALTH.

*
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For Extraordinary Expenses.
State aid to volunteers and their families, . . $900,000 00
Military expenses, including bounties, . . 45,000 00
State printing, 12,470 00
Public buildings, 180,000 00
Emergency fund, 10,000 00
Funded debt maturing and unprovided for, . 90,000 00
Special allowances by the legislature, . . 75,000 00
Appropriation for Bounty Loan Sinking Fund, . 131,880 00
Appropriation for War Loan Sinking Fund, . 175,650 00
Premium on gold, ......835,000 00
Interest, including Troy and Greenfield Railroad

loan, 1,200,000 00
Balance of seven per cent, loan, . . . 386,600 00
Balance of temporary loan, .... 817,779 63
Balance of deposit loan, ..... 34,625 80
Balance of seven-thirty loan, .... 1,000 00*
Unpaid requisitions, 59,994 57
Miscellaneous, .......10,500 00

$3,965,000 00

It will thus be seen that the total ordinary and extraordinary
expenses for the present year are estimated, as it is believed
upon reliable data, at $5,600,000. For the payment of these
expenses, the following resources may be safely relied upon:—

Of the cash on hand in the treasury on the first day of Jan-
uary, after deducting all balances belonging to the different
funds, together with all sums that can be required for any con-
tingencies, there is applicable to said payment a sum not less
than $1,150,000 ; and the receipts of ordinary revenue for
the year, allowing a liberal margin for shrinkage and for the
return to cities and towns of their proportion of the corporation
tax, cannot be less than $1,175,000, derived from the follow-
ing sources, viz.:—

From the savings bank tax, .... $400,000 00
the corporation tax, net, .... 340,000 00
insurance taxes, ..... 200,000 00

Income from reformatory institutions, . . 120,000 00
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Income from almshouses and for pauper support, 15,000 00
Alien passenger tax, 20,000 00
Coal and mining and gas companies’ tax, . . 30,000 00
Interest on deposits, ...... 30,000 00
Peddlers’ licenses, ...... 15,000 00
Secretary’s fees for commissions, etc., . . 5,000 00
Miscellaneous sources, 10,000 00

51,175,000 00

Thus, for the payment of expenses estimated at $5,600,000,
the sum of $2,325,000 may be regarded as certainly insured,
leaving a balance of $3,275,000 to be provided for in such
manner as the legislature shall direct.

In view of the manifest propriety of retrenchment, and the
pressing necessity for the adoption of some financial and legis-
lative policy that shall afford efficient and much-needed relief
from the burdens of taxation,—so far, indeed, as such relief
can be inaugurated without detriment to the interests and
credit of the Commonwealth,—it is deemed wise and judi-
cious to appropriate for the payment of current expenses
some portion of the surplusage already accrued from the large
and increasing accumulations of sinking funds established for
the redemption of the public debt, the surplusage amounting,
in one fund alone,—the Union Loan Sinking Fund,—to more
than one million and a half of dollars. This fund was estab-
lished in 1861, for the liquidation of the Union Fund Loan of
$3,600,000, which matures in various instalments, most of
them small, from 1871 to 1878. The fund amounts to
$8,897,053, which, without reckoning the market value of its
securities, (about $850,000 above their par value,) is an excess
of $1,517,000 over and above the sum required to fulfil all
the conditions of the Act pledging the faith and credit of the
Commonwealth to the redemption of the loan.

There is no doubt on this important point, as a computation
proves that the sum of $2,325,000, witli its legitimate accumu-
lations from income, will be ample for the liquidation of the
entire loan as it matures. A withdrawal of $1,275,000 of the
surplus of this fund for the ordinary uses of the treasury,
would still leave an excess of about $275,000 in the fund,
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which will remain to its credit, or can in future be transferred
to some other sinking fund.

The public interest, therefore, requires that some portion of
this large surplusage should be withdrawn from its present
repository, where it was never intended to accumulate beyond
the necessary limit, and be made applicable to the more imme-
diate wants of the treasury. The diversion of this surplus
amount to other purposes than the one designated in the Act
establishing this sinking fund, cannot be regarded as in any
sense a breach of faith with the bondholders; especially as
suclx diversion would not in the slightest degree be a violation
either of the spirit or purpose of the Act, in providing beyond
peradventure for the redemption of the loan at maturity, every
implied or expressed condition requisite to its complete consum-
mation being fully and sacredly preserved and guaranteed by
the fund remaining for the fulfilment of its pledge.

In this view of the subject, the statement will stand thus :•

Ordinary and Extraordinary Expenses.
Estimated for 1868, .....$5,600,000 00

Resources.
Cash ou hand, . .

. $1,150,000 00
Ordinary revenue, .

. . 1,175,000 00
Amount from Union Loan

Sinking Fund, . . . 1,275,000 00
3,600,000 00

Amount to be supplied by tax, . . $2,000,000 00

Unfunded Liabilities.
It will be observed that the estimates above enumerated make

provision for the liquidation of temporary loans and unfunded
liabilities soon becoming due and fairly chargeable to the
present year’s expenditures. There will then be due in 1869 a
balance of $1,140,891.68, viz.:—

$990,889 25The three years loan of 1868,
Unpaid requisitions, including soldiers’ boun-

ties and reimbursement of State aid for
previous years, carefully estimated at 150,005 43

$1,140,894 68
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It would therefore seem advisable to fund this debt
by the issue of scrip payable, at the option of the govern-
ment, at any time after ten and not exceeding thirty years
from its date. Such a loan cannot but result in substantial
relief to the treasury ; nor will it contribute any addition to
the funded debt of the Commonwealth, inasmuch as nearly two
millions and a half of dollars of the present funded liabilities
will mature and be liquidated during the present year.

In accordance with the long-established and judicious
policy of the Commonwealth in making prospective provi-
sion for the payment of its loans,—a policy which has
secured for Massachusetts the highest measure of credit at
home and abroad, —the creation of a sinking fund for the
redemption of this scrip, is recommended, the nucleus of
which will be ; First, the premium and interest accruing from
the negotiation of the loan. Second, the addition of interest
on its investments. Third, any balance of the proceeds of the
loan not expended, and, if necessary, additions from such other
sources as the legislature shall in future direct. The pro-
visions for the issue of this scrip, and for the establishment of
a sinking fund, without further recourse to taxation, are fully
set forth in the Bill submitted herewith.

Should the legislature adopt the recommendations presented
in this Report, it will be obvious that a State tax not exceed-
ing two millions of dollars will fully meet the wants of the
treasury for the present year. Entertaining the views herein
expressed, the accompanying Bill is respectfully submitted.
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