
[Senate, No. 761.—Statement by Senator William D. Fleming, Chairman of
the Senate committee on Ways and Means, relative to the House Bill to pro-
vide for a special capital program for the Commonwealth (House, No. 3332,
amended).]

(Commmmu'alth of fHaoaarbuiU'tto

October 26, 1960.

Remarks on capital outlay bill by
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The Senate Committee on Ways and Means has completed its
study of the capital outlay requirements for the 1961 fiscal year
and has been particularly concerned about the impact of addi-
tional bond authorizations on the long range financial structure
of the commonwealth.

I stated in my remarks to the Senate on June 13, 1960, when
reporting the General Appropriation bill that your Senate Com-
mittee on Ways and Means would “not approve any capital outlay
program for 1961 unless it contains an adequate program for debt
service and amortization”.

Since that time, many weeks prior to our receipt of the Capital
Outlay bill from the House, we have been studying this problem,
and we are convinced that definite action must be taken to im-
prove the credit status of the Commonwealth. Evidence of the
need for such action was available when we reported the budget,
as the State Treasurer at that time had been advised that it was
unwise to attempt to issue bonds of the Commonwealth. On Octo-
ber 10th, bids were solicited by the State Treasurer on a total
of $69,500,000 with the result of a bid interest rate of 3.64 per
cent which is 18 points above the last bond sale in April of 1959.
The Treasurer has rejected this bid. The increase in the proposed
interest costs compels us to review most seriously the wisdom of
a further expansion of the State debt without specifically providing
for its repayment.
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Our studies, which have been conducted with the full coopera-
tion and assistance of the Budget office, reveal that in the 10 year
period from 1950 to 1960 the General Fund debt has doubled and
the annual debt service cost in the General Fund has risen from
$19,000,000 in 1950 to $36,500,000 in 1960.

Chapter 635 of the Acts of the current year authorized a total
expenditure of $50,000,000 for a State office building and other
new buildings in the so-called Government Center. This ambitious
program for office building expansion together with the capital
impovement program for new hospitals, educational buildings and
other proposed improvements which we have been studying is the
largest single year recommendation ever to be considered by a
Massachusetts Legislature. The combined total of all recommen-
dations submitted for our consideration and suggested to be
financed by bond issues exceeds $175,000,000.

The bill we have prepared totals $33,350,000. and the projects
included have been carefully reviewed with the Division of Building
Construction. Only projects for building construction which we
are assured are now ready to be advertised for bids or will be prior
to April Ist, 1961, have been included in this bill. Other equally
desirable projects have been postponed until the 1961 session as
we have assurance that no progress can be made until detailed
plans now on the drawing board are completed.

The most important part of this bill, however, is the plan de-
veloped by the Committee to definitely earmark the receipts of
the cigarette tax for debt service. The estimated receipt from this
tax for 1961 is $39,463,000. The annual debt service cost if our
program is adopted is estimated to average in excess of $38,500,000
for the next four years. In computing this cost, a 3.5 per cent
interest rate has been used. It should be noted that there will be
very little surplus revenue available from the dedicated cigarette
tax during the critical peak debt service period of the next four
years. Without such a financing program as has been recommended
in this bill, and with the substantial increase in bond authorizations
we are now considering at this session, I am advised that the cost
of future bond interest may be substantially above the bid of 3.64
received on October 10th.

In the consideration of items in this bill, we have received many
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requests for major repairs to buildings. I stated in my remarks
to the Senate in regard to the General Appropriation bill that
“Should there be any surplus revenue above the current estimate
at the end of the fiscal year, vve must insist that it be reserved
for essential improvements to existing State properties to reduce
thereby the need for future borrowings.”

Revenue did exceed our estimates and it is my hope that essen-
tial repair items will be included in the Supplementary Budget.
The Director of the Division of Building Construction has strongly
recommended many of these repair items as essential for the main-
tenance of property and has suggested that delay will increase the
cost. He has been supported by several department heads and we
are convinced that there are projects of this nature which total
approximately $2,000,000, which should be placed in the Supple-
mentary Budget and which can be financed from existing revenue.

The use of these available funds for this purpose must be limited
and no department official should take this suggestion as an indi-
cation that this Committee is relaxing in its efforts to keep total
expenditures within the limits of current revenue.

Through our efforts the budget has been balanced for the past
two years without new taxes. The length of this Legislative ses-
sion now brings us to the point where we must look forward to
next year. I hope that we can again meet our obligations without
imposing new burdens on the taxpayer for State expenses.

I am convinced that the recommendations we have made in
this bill are based on sound fiscal planning and furthermore, if
we continue our conservative analysis of the budget to include
every request now being made for added expenditures in the now
pending Supplementary Budget, we will contribute substantially
to the restoration of confidence in the financial stability of the
Commonwealth.
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